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DEPARTMENTS  OF  LABOR,  HEALTH  AND 
HUMAN  SERVICES,  EDUCATION  AND  RELAT- 
ED AGENCIES  APPROPRIATIONS  FOR  1999 


Thursday,  February  26,  1998. 
GENERAL  ACCOUNTING  OFFICE  OVERSIGHT  OF  DHHS 

WITNESSES 

RICHARD  L.  HEMBRA,  ASSISTANT  COMPTROLLER  GENERAL  FOR 
HEALTH,  EDUCATION  AND  HUMAN  SERVICES  DIVISION 

WILLIAM  J.  SCANLON,  DIRECTOR  FOR  HEALTH  FINANCING  AND  SYS- 
TEMS ISSUES 

BERNICE  STEINHARDT,  DIRECTOR  FOR  HEALTH  SERVICES  QUALITY 
AND  PUBLIC  HEALTH  ISSUES 

Mrs.  Northup  [assuming  chair].  Good  afternoon.  We'll  get  this 
hearing  going.  I  am  Anne  Northup  and  I  am  sitting  in  for  the 
Chairman. 

We're  going  to  pick  up  on  the  second  hearing  for  the  General  Ac- 
counting Office,  the  Department  of  Health  and  Human  Services. 
Mr.  Hembra. 

Mr.  Hembra.  Good  afternoon. 
Mrs.  Northup.  Good  afternoon. 

Mr.  Hembra.  I  have  a  few  brief  remarks  to  make  and  then  Mr. 
Scanlon,  Ms.  Steinhardt,  and  myself  will  be  happy  to  answer  any 
questions  you  might  have. 

The  focus  of  our  statement  is,  of  course,  on  Health  and  Human 
Services  and  the  Government  Performance  Results  Act.  I  would 
like  to  make  a  few  remarks  about  the  value  of  measuring  for  re- 
sults within  this  Department,  and  I  would  also  like  to  make  a  few 
comments  that  look  at  the  importance  of  coordinating  and  fixing 
accountability  for  the  multitude  of  programs  that  the  Department 
has,  ensuring  that  the  Department  has  the  right  type  of  informa- 
tion systems  to  manage  and  evaluate  its  programs,  and  that  it  is 
in  a  position  to  deal  with  programs  that  are  vulnerable  to  fraud, 
waste,  and  abuse. 

I  think  it  is  very  important  when  you  think  of  the  Results  Act 
and  look  at  HHS.  This  is  a  Department,  as  our  chart  shows,  that 
its  fiscal  year  1997  budget  outlays  were  almost  $340  billion,  it  has 
a  workforce  of  some  57,000  people,  and  it  has  responsibility  for 
some  300  programs.  It  is  the  largest  grant-making  agency  in  the 
Federal  Government.  It  makes  grants  up  around  60,000  a  year.  Its 
Medicare  program  is  the  Nation's  largest  health  insurer,  last  year 
handling  some  900  million  claims  for  about  40  million  beneficiaries. 
Its  Medicare  programs  are  our  Nation's  health  care  safety  net  for 
some  35  million  people.  And,  of  course,  its  other  agencies  deal  with 
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research,  assuring  the  safety  of  drugs  and  medical  devices,  provid- 
ing support  to  needy  children  and  families,  and  a  host  of  other 
health  and  social  services. 

If  you  look  at  the  Results  Act,  it  required  HHS,  like  other  Fed- 
eral departments,  to  prepare  a  multiyear  strategic  plan  that  was 
to  include  a  mission  statement,  long-term  goals  and  objectives,  the 
approaches  for  achieving  them,  linkages  between  both  the  strategic 
goals  and  setting  up  annual  performance  goals,  the  impact  of  key 
external  factors  that  would  affect  the  goals,  and,  of  course,  evalua- 
tions that  would  position  them  to  determine  how  their  programs 
are  doing. 

The  Department  did  submit  its  plan  on  time,  the  end  of  last  Sep- 
tember, and  it  recently  submitted  its  performance  plans  which  we 
are  in  the  process  of  reviewing.  To  its  credit,  the  Department  has 
with  its  strategic  plan  a  good  management  framework  for  deter- 
mining whether  its  programs  work  as  intended.  However,  we  have 
found  in  looking  at  the  strategic  plan  that  it  doesn't  always  discuss 
the  effectiveness  of  outlying  strategies,  it  doesn't  always  discuss 
the  resources  required  to  implement  those  strategies,  there  is  little 
discussion  of  how  it  intends  to  address  key  external  factors  that 
could  get  in  the  way  of  it  achieving  its  objectives,  and  while  it  talks 
about  management  and  information  systems,  it  doesn't  really  say 
much  about  the  potential  solutions.  As  you're  well  aware,  this  De- 
partment has  some  major  problems  with  its  information  manage- 
ment systems. 

When  you  turn  to  look  at  coordination  and  accountability,  it's  a 
real  challenge  for  the  Department.  A  number  of  its  programs  relate 
closely  both  to  other  HHS  programs  as  well  as  programs  run  by 
other  Federal  agencies.  Many  of  its  programs  are  operated  by 
States,  localities,  and  nongovernmental  organizations.  It  des- 
perately needs  access  to  good  information,  good  data  about  its  pro- 
grams, data  that  are  both  accurate,  reliable,  and  timely.  And,  of 
course,  while  HHS  is  working  to  assure  that  its  systems  will  work 
smoothly  through  the  year  2000,  HHS  has  over  1,000  system  appli- 
cations and  less  than  25  percent  of  its  mission-oriented  systems 
have  been  converted. 

HHS  also  relies  a  lot  on  surveys,  and  its  surveys  suffer  from  both 
data  reliability  and  analytical  timeliness  problems.  That  reliability, 
timeliness,  and  consistency  of  data  problems  also  extend  to  data 
that  are  driven  by  both  States  and  localities. 

Finally,  I'd  like  to  point  out  that  HHS,  as  you're  well  aware, 
must  always  be  vigilant  in  protecting  its  programs  from  fraud, 
abuse,  mismanagement,  and  waste.  Medicare,  of  course,  is  a  prime 
example.  In  the  case  of  Medicare,  we  have  two  recent  pieces  of  leg- 
islation— the  Health  Insurance  Portability  and  Accountability  Act 
of  1996  and  the  Balanced  Budget  Act — which  have  given  the 
Health  Care  Financing  Administration  additional  authority  and  ad- 
ditional resources  to  reform  Medicare  and  strengthen  that  pro- 
gram. However,  that's  only  going  to  be  as  effective  as  HCFA  and 
HHS  are  in  designing  a  good  implementation  strategy  and  carrying 
it  out. 

So,  in  conclusion,  while  GAO  certainly  does  not  question  HHS' 
commitment  to  carrying  out  its  missions,  the  fact  is  that  for  years 
and  years  we  and  others  have  found,  and  we  continue  to  find,  the 
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same  type  of  problems  with  HHS'  programs.  I  think  the  good  news 
is  if  HHS  can  be  held  accountable,  the  Results  Act  can,  in  fact,  be 
a  powerful  tool  to  bring  a  more  disciplined,  efficient,  and  effective 
approach  for  delivering  our  Nation's  health  and  human  services. 

With  that,  I  will  stop  and  we  can  respond  to  any  questions. 

[The  prepared  statement  follows:] 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  be  here  today  to  discuss  the  challenges  the  Department  of  Health 
and  Human  Services  (HHS)  faces  in  carrying  out  its  mission  effectively  and  cost- 
efficiently  and  in  improving  its  accountability  for  the  results  of  its  efforts  and  its 
stewardship  of  taxpayer  dollars. 

One  of  the  largest  federal  departments,  HHS  has  diverse  and  complex  programs 
that  warrant  careful  oversight  In  fiscal  year  1997,  HHS  had  budget  outlays  of  $339.5 
billion  and  employed  a  workforce  of  over  57,000.  In  addition,  HHS  is  the  federal 
government's  largest  grant-making  agency,  providing  approximately  60,000  grants  a  year. 
Its  Medicare  program  is  the  nation's  largest  health  insurer,  handling  an  estimated  900 
million  claims  last  year;  Medicare  alone  spends  far  more  than  most  cabinet  departments. 
(See  fig.  1.)  Equally  important,  HHS'  many  missions  affect  the  health  and  well-being  of 
everyone  in  the  nation.  HHS  provides  health  insurance  for  about  one  in  every  five 
Americans.  Its  agencies  conduct  medical  research  to  expand  our  knowledge  of  curing 
and  preventing  disease;  ensure  the  safety  of  food,  drugs,  and  medical  devices;  provide 
health  care  services  to  populations  who  might  otherwise  not  receive  care;  help  needy 
children  and  families  with  income  support;  and  support  a  range  of  services  to  help  elderly 
people  remain  independent. 


GAO/T-HEHS-98-96 


Fipnre  1:  Fiscal  Year  1997  Outlays  of  the  Four  Largest.  Federal  Agencies 


Dollars  In  Billion* 


Social  Department      Department  Department 

Security  of  of  of  Health  and 

Administration       Defense        Agriculture  Human  Services 


Federal  Agency 


Note:  The  Department  of  the  Treasury's  budget  outlay  was  $379.3  billion.  However, 
$355.8  billion  of  that  total  was  interest  on  the  public  debt 


I  will  begin  my  discussion  today  by  focusing  on  HHS'  progress  in  strategic  planning 
as  envisioned  by  the  Government  Performance  and  Results  Act  of  1993  (hereafter  referred 
to  as  the  Results  Act).  The  Results  Act  presents  HHS  the  opportunity  to  better  manage 
the  Department  at  all  levels,  define  the  types  of  information  it  needs  to  implement  and 
assess  its  programs,  and  identify  ways  to  progress  toward  accomplishing  its  goals.  It  also 
poses  difficult  challenges  to  HHS,  however,  in  meeting  the  requirements  for  preparing 
strategic  plans,  designing  performance  measures,  and  assessing  and  reporting  on  program 
accomplishments. 
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In  addition,  I  will  highlight  three  underlying  problems  that  we  have  often  reported 
as  obstructing  HHS'  effective  functionmg-coordinating  and  fixing  accountability  for  its 
approximately  300  diverse  programs;  ensuring  that  it  has  the  information  systems  it  needs 
to  manage  and  evaluate  its  programs  and  track  its  progress  in  meeting  performance  goals; 
and  protecting  programs  vulnerable  to  fraud,  waste,  abuse,  and  mismanagement.  By 
using  the  framework  of  the  Results  Act  to  address  these  underlying  problems,  HHS  will 
be  much  better  able  to  carry  out  its  vital  missions  and  assure  the  Congress  and  the 
American  people  that  its  programs  are  achieving  desired  results. 

In  summary,  our  work  suggests  that  considering  the  breadth  and  complexity  of 
HHS'  responsibilities,  the  size  of  its  budget,  and  the  importance  of  its  programs,  it  is 
essential  that  the  Department  successfully  and  efficiently  fulfill  its  mission.  We  know  that 
HHS  is  committed  to  carrying  out  its  programs  effectively,  but  we  and  others  have  often 
identified  problems  with  HHS  programs.  HHS  deserves  credit  for  its  progress  in 
complying  with  the  requirements  of  the  Results  Act.  The  next  critical  stage  in  improving 
HHS'  accountability  for  the  public's  investment  in  its  programs  will  be  to  move  from  its 
strategic  planning  efforts  to  efficiently  accomplishing  its  goals  and  objectives. 
Successfully  implementing  HHS'  plans  will  require  vigilance  by  the  Department  and  its 
agencies  as  well  as  continued  congressional  oversight. 

RESULTS  ACT  AND  RELATED  LEGISLATION  PROVIDE 
FRAMEWORK  FOR  IMPROVED  PROGRAM  PERFORMANCE- 
COST  SAVINGS.  AND  ACCOUNTABILITY 

Concerned  that  federal  agencies  have  not  always  effectively  managed  their 
activities  to  ensure  accountability,  the  Congress  created  a  legislative  framework  to 
address  long-standing  governmentwide  management  challenges.  The  centerpiece  of  this 
framework  is  the  Results  Act.  Other  elements  include  the  Chief  Financial  Officers  (CFO) 
Act,  the  Government  Management  Reform  Act,  the  Federal  Financial  Management 
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Improvement  Act,  and  the  Clinger-Cohen  Act.1  These  laws  respond  to  the  need  for 
appropriate,  reliable  information  for  executive  branch  and  congressional  decision-making. 

Results  Act  Intended  to  Improve 
Management  Governmentwide 

The  Results  Act  is  aimed  at  improving  program  performance  and  providing  the 
Congress  and  the  American  people  with  the  information  needed  to  assess  whether 
government  agencies  are  fulfilling  their  missions.  It  requires  that  agencies,  in 
consultation  with  the  Congress  and  after  soliciting  the  views  of  other  stakeholders,  clearly 
define  their  missions  and  articulate  comprehensive  mission  statements  that  define  their 
basic  purposes.  It  also  requires  that  agencies  establish  long-term  strategic  goals  and  link 
annual  performance  goals  to  them.  Agencies  must  then  measure  their  performance 
according  to  the  goals  they  have  set  and  report  publicly  on  how  well  they  are  doing.  In 
addition  to  monitoring  ongoing  performance,  agencies  are  expected  to  evaluate  their 
programs  and  to  use  the  evaluation  results  to  improve  programs. 

The  Results  Act  requires  virtually  every  executive  agency  to  develop  a  strategic 
plan  covering  a  period  of  at  least  5  years  from  the  fiscal  year  of  its  submission  and  to 
submit  the  plan  to  the  Congress  and  OMB.  OMB  provided  guidance  on  the  preparation 
and  submission  of  strategic  plans  as  a  new  part  of  its  Circular  No.  A-ll-the  basic 
instructions  for  preparing  the  president's  budget-to  underscore  the  link  between  the 
Results  Act  and  the  budget  process.  The  strategic  plans  are  to  include  six  elements:  (1)  a 
mission  statement,  (2)  long-term  goals  and  objectives,  (3)  approaches  or  strategies  to 
achieve  the  goals  and  objectives,  (4)  a  discussion  of  the  relationship  between  long-term 
goals  and  annual  performance  goals,  (5)  key  external  factors  beyond  the  agency's  control 
that  affect  goals  and  objectives,  and  (6)  evaluations  used  to  establish  goals  and  objectives 
and  a  schedule  for  future  evaluations. 


'The  1990  CFO  Act  established  a  financial  management  leadership  structure  and 
requirements  for  long-range  planning,  audited  financial  statements,  and  strengthened 
accountability  reporting.  The  Government  Management  Reform  Act  of  1994  requires  each 
department  and  major  independent  agency  to  submit  to  the  Office  of  Management  and 
Budget  (OMB)  an  audited  agencywide  financial  statement  beginning  with  fiscal  year  1996. 
The  Federal  Financial  Management  Improvement  Act  of  1996  is  intended  to  improve 
federal  accounting  practices  and  increase  the  government's  ability  to  provide  more 
reliable  financial  information.  The  Clinger-Cohen  Act  of  1996  elaborates  on  requirements 
that  promote  the  use  of  information  technology  to  better  support  agencies'  missions  and 
to  improve  program  performance.  See  Managing  for  Results:  The  Statutory  Framework 
for  Performance-Based  Management  and  Accountability  (GAO/GGD/AIMD-98-52,  Jan.  28, 
1998). 
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HHS,  as  required  by  the  Results  Act,  submitted  its  first  strategic  plan  to  OMB  and 
the  Congress  on  September  30,  1997.    In  addition,  the  act  requires  agencies  to  submit 
annual  performance  plans  tied  to  their  budget  requests  to  reinforce  the  connection 
between  the  long-term  strategic  goals  outlined  in  the  strategic  plans  and  the  daily 
activities  of  program  managers  and  staff.  HHS  submitted  its  first  annual  performance 
plan,  for  fiscal  year  1999,  in  early  February.  In  response  to  a  request  from  the  Speaker, 
Majority  Leader,  and  several  committee  chairmen  of  the  House  of  Representatives,  we  are 
evaluating  that  plan.  In  addition,  at  the  request  of  the  Chairman  of  the  Appropriations 
Committee  and  others  in  the  House  and  Senate  leadership,  we  developed  a  guide  to  help 
decisionmakers  both  elicit  the  information  that  the  Congress  needs  from  agencies'  annual 
performance  plans  and  assess  the  quality  of  those  plans.2 

HHS  Can  Use  Results  Act  to  Clarify 
and  Meet  Its  Goals  and  Objectives 

The  Results  Act  offers  HHS  a  valuable  and  useful  management  framework,  shifting 
attention  to  data  and  performance  measures  that  will  allow  the  Department  and  the 
Congress  to  judge  whether  programs  are  accomplishing  their  purposes.  Although  meeting 
the  act's  requirements  will  challenge  HHS,  employing  the  discipline  of  the  planning 
process  could  improve  the  Department's  performance  and  accountability-vital  goals  when 
resources  are  limited  and  public  demands  are  high. 

The  benefit  of  emphasizing  program  results  instead  of  inputs  and  outputs  is 
illustrated  by  our  evaluations  of  several  programs  related  to  one  of  HHS'  six  strategic 
goals-improving  access  to  health  services  and  ensuring  the  integrity  of  the  nation's  health 
entitlement  and  safety  net  programs.  In  the  past  several  years,  we  have  issued  several 
reports  examining  federal  efforts  to  improve  access  to  primary  health  care.  The  federal 
government  spends  billions  of  dollars  each  year  on  health  financing  and  service  delivery 
programs  that,  in  whole  or  part,  are  aimed  at  achieving  this  objective.  We  found  that 
although  federal  programs  have  provided  resources  to  improve  access  to  primary  health 
care,  the  programs  have  not  been  held  accountable  for  showing  that  access  has  indeed 
improved.  Following  are  some  examples: 

-       Medicare  and  Medicaid  payment  methods  for  rural  health  clinics-whose  original 

purpose  was  to  subsidize  health  care  in  remote  rural  areas  lacking  physicians-now 
cost  more  than  $295  million  a  year  to  primarily  subsidize  care  in  cities  and  towns 


;See  Agencies'  Annual  Performance  Plans  Under  the  Results  Act:  An  Assessment  Guide 


to  Facilitate  Congressional  Decisionmaking  (GAO/GGD/AIMD-10.1.18,  version  1,  Feb. 
1998). 
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that  already  have  substantial  health  care  resources.3  Our  review  of  a  sample  of 
clinics  showed  that  the  availability  of  care  did  not  change  appreciably  for  at  least 
90  percent  of  Medicare  and  Medicaid  beneficiaries  using  the  clinics.  Staff  we 
interviewed  at  most  clinics  said  they  did  not  use  the  subsidies  to  expand  access  to 
underserved  portions  of  the  population  or  need  the  subsidies  to  remain  financially 
viable.4 

The  Medicare  Incentive  Payment  program,  created  out  of  concern  that  physicians 
would  not  treat  Medicare  patients  because  of  low  Medicare  reimbursement  rates, 
pays  all  physicians  in  designated  shortage  areas  a  10-percent  bonus  on  Medicare 
billings.  Physicians  receive  bonus  payments  now  totaling  over  $100  million  each 
year,  even  in  shortage  areas  where  Medicare  patients  are  not  underserved  or  where 
low  Medicare  reimbursement  rates  are  not  the  cause  of  underservice.5 

Federal  and  state  programs  placing  providers  in  underserved  areas  have 
oversupplied  some  communities  and  states  with  providers  while  other  areas  have 
received  no  providers.  For  the  National  Health  Service  Corps  program  alone,  at 
least  22  percent  of  shortage  areas  receiving  National  Health  Service  Corps 
providers  in  1993  received  providers  exceeding  the  number  needed  to  remove 
federal  designation  as  a  shortage  area,6  while  785  shortage  areas  requesting 
providers  received  no  providers  at  all.  Of  these  latter  areas,  143  had  requested  a 
National  Health  Service  Corps  provider  for  3  years  or  more  but  received  none.7 


3This  is  the  estimated  additional  cost  to  the  Medicare  and  Medicaid  programs  due  to 
higher  payment  rates  to  rural  health  clinics. 

4We  reviewed  the  health  care  resources  of  a  sample  of  communities  where  144  rural 
health  clinics  were  certified  in  four  states:  Alabama,  Kansas,  New  Hampshire,  and 
Washington.  We  analyzed  past  access  to  care  for  Medicare  and  Medicaid  beneficiaries 
using  1 19  of  these  clinics  and  subsequently  interviewed  staff  at  76  of  the  clinics.  See 
Rural  Health  Clinics:  Rising  Program  Expenditures  Not  Focused  on  Improving  Care  in 
Isolated  Areas  (GAO/HEHS-97-24,  Nov.  22,  1996)  and  related  testimony  (GAO/T-HEHS-97- 
65,  Feb.  13,  1997). 

5See  Health  Care  Shortage  Areas:  Designations  Not  a  Useful  Tool  for  Directing  Resources 
to  the  Underserved  (GAO/HEHS-95-200,  Sept.  8,  1995). 

6In  creating  the  federal  health  professional  shortage  area  designation  system,  federal 
intervention  was  considered  justified  only  if  the  number  of  health  care  providers  was 
significantly  less  than  adequate,  indicating  that  the  needs  of  these  areas  were  not  being 
met  through  free-market  mechanisms  or  reimbursement  programs. 

7See  National  Health  Service  Corps:  Opportunities  to  Stretch  Scarce  Dollars  and  Improve 
Provider  Placement  (GAO/HEHS-96-28,  Nov.  24,  1995). 
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-  Although  almost  $2  billion  has  been  spent  in  the  last  decade  on  health  professional 
education  and  training  programs,  HHS  has  not  gathered  the  information  necessary 
to  evaluate  these  programs'  effect  on  changes  in  the  national  supply,  distribution, 
or  minority  representation  of  health  professionals  or  their  impact  on  access  to 
care.  Evaluations  often  did  not  address  these  issues,  and  those  that  did  address 
them  had  difficulty  establishing  a  cause-and-effect  relationship  between  federal 
program  funding  and  any  changes  that  occurred.8 

The  Results  Act  provides  an  opportunity  for  HHS  to  make  sure  its  programs  to 
improve  access  to  health  care  are  on  track  and  to  identify  how  each  program's  efforts 
will  contribute  to  overall  access  goals.  Establishing  the  following  performance  goals  and 
measures,  for  example,  could  significantly  improve  accountability  in  HHS'  primary  health 
care  access  programs: 

-  HHS  now  tracks  the  number  of  rural  health  clinics  established  and  the  number  of 
physicians  receiving  health  shortage  area  bonus  payments  and  dollars  spent  To 
measure  access  outcomes,  HHS  would  need  to  assess  whether  these  programs 
have  improved  access  to  care  for  Medicare  and  Medicaid  populations  or  other 
underserved  populations. 

-  The  success  of  the  National  Health  Service  Corps  and  health  center  programs  has 
been  based  on  the  number  of  providers  placed  or  the  number  of  people  they 
served.  To  measure  access  outcomes,  HHS  would  need  to  gather  the  information 
necessary  for  reporting  the  number  of  people  receiving  care  from  National  Health 
Service  Corps  providers  or  from  the  health  centers  who  were  otherwise  unable  to 
gain  access  to  the  local  community's  primary  care  services. 

The  $4.4  billion  Head  Start  program  provides  another  example  of  how  the  Results 
Act's  requirement  that  agencies  substantiate  program  results  can  help  HHS  improve 
accountability.  Although  an  extensive  body  of  research  exists  on  Head  Start,  only  a  small 
part  of  this  addresses  the  program's  impact  This  body  of  research  does  not  provide  an 
adequate  basis  for  drawing  conclusions  about  the  impact  of  the  national  program  in  any 
area  in  which  Head  Start  provides  services,  including  children's  social  and  cognitive 
readiness  for  school.9  Head  Start  has  recently  developed  performance  measures  to  assess 
program  results  and  outcomes. 


8See  Health  Professions  Education:  Role  of  Tide  VDWHI  Programs  in  Improving  Access 
to  Care  is  Unclear  (GAQ/HEHS-94-164,  July  8,  1994)  and  Health  Professions  Education; 
Clarifying  the  Role  of  Title  VTI  and  VPT  Programs  Could  Improve  Accountability 
(GAGVHEHS-97-117,  Apr.  25,  1997). 

»See  Head  Start  Research  Provides  Little  Information  on  Impact  of  Current  Program 
(GAG7HEHS-97-59,  Apr.  15,  1997). 
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HHS'  Strategic  Plan  Contains  Key  Elements 
but  Can  Be  Further  Improved 

HHS  met  its  first  major  milestone  of  the  Results  Act  in  September  when  it 
submitted  its  first  5-year  strategic  plan  to  the  Congress.  The  plan  represents  a  serious 
initial  effort  toward  integrating  program  goals  and  activities  at  a  departmental  planning 
level,  meeting  the  requirements  of  the  Results  Act,  and  providing  the  Congress  with  a 
useful  document  to  inform  its  oversight  and  appropriation  responsibilities.  The  plan 
includes  all  six  critical  elements  required  by  the  Results  Act,  including  a  mission 
statement  that  successfully  captures  the  broad  array  of  the  Department's  activities,  six 
overarching  Department-wide  goals,  and  objectives  for  accomplishing  these  six  goals. 
The  objectives  focus  largely  on  outcomes,  such  as  reducing  the  use  of  illicit  drugs,  and 
they  are  defined  in  measurable  terms,  such  as  increasing  the  percentage  of  the  nation's 
children  and  adults  who  have  health  insurance  coverage.  The  plan  also  identifies  key 
measures  of  progress  for  each  strategic  objective.  For  example,  one  measure  for 
detennining  reduced  tobacco  use  is  the  rate  of  tobacco  use  by  young  people. 

The  plan  describes  HHS'  activities  to  coordinate  efforts  both  internally  among  its 
operating  divisions  and  externally  with  other  departments  and  agencies  that  have  related 
missions.  HHS'  plan  also  recognizes  three  types  of  challenges  that  could  significantly 
affect  the  Department's  ability  to  achieve  its  strategic  goals:  external  factors,  such  as  the 
poverty  rate  among  children;  management  issues,  such  as  resource  constraints;  and  data 
problems,  such  as  the  limits  of  current  data  administration  systems. 

In  our  review  of  HHS'  strategic  plan  for  the  Congress,  we  discussed  several 
opportunities  for  improving  the  plan.10  HHS  officials  agreed  that  the  plan  can  be  further 
improved,  noting  that  strategic  planning  is  a  continuous  process.  They  observed  that 
ongoing  assessments  and  updates  will  be  needed  to  strengthen  the  plan  and  ensure  that  it 
continues  to  provide  relevant  direction  for  HHS'  program  activities. 

HHS'  greatest  opportunities  for  improving  its  strategic  plan,  in  our  view,  involve 
discussion  of  the  Department's  strategies  for  accomplishing  its  objectives.  First,  the  plan 
does  not  clearly  link  its  strategies  to  the  attendant  measures  of  success,  making  it 
difficult  to  determine  the  strategies'  contribution  to  the  desired  outcomes.  For  example, 
to  increase  the  economic  independence  of  families  on  welfare,  the  plan  specifies  three 
strategies:  providing  technical  assistance,  promoting  employment,  and  improving  access 
to  child  care.  The  plan's  four  measures  of  success  for  economic  independence,  however, 
all  relate  to  providing  employment,  with  no  apparent  relationship  to  the  strategies  for 
providing  child  care  or  technical  assistance. 


I0See  Managing  for  Results:  Agencies'  Annual  Performance  Plans  Can  Help  Address 
Strategic  Planning  Challenges  (GAO/GGD-98-44,  Jan.  30,  1998). 
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Another  area  of  the  plan  in  which  linkage  between  strategies  and  measures  of 
success  can  be  improved  involves  HHS'  sixth  strategic  goal-strengthening  the  nation's 
health  sciences  research  enterprise  and  enhancing  its  productivity.  Achieving  this  goal  is 
a  major  function  of  the  National  Institutes  of  Health  (NIH),  which  accounts  for  over  a 
third  of  HHS1  discretionary  funds.  The  strategic  plan's  proposed  measures  of  success  for 
achieving  this  goal-for  example,  changes  in  the  treatments  for  disease  and  disability-are 
too  broad  for  effectively  evaluating  the  impact  of  NIH's  program  activities.  Assessing 
research  outcomes  is  especially  difficult  due  to  a  combination  of  factors-the 
unpredictable  nature  of  research,  the  time  lag  between  program  inputs  and  results,  and 
the  problem  in  determining  a  causal  link  between  specific  research  projects  and  results. 
Despite  these  difficulties,  NIH  must  be  held  accountable  for  demonstrating  that  it  is 
achieving  intended  results  with  its  annual  expenditures,  $11.2  billion  in  fiscal  year  1997. 

A  second  concern  is  that  HHS'  strategic  plan  does  not  discuss  the  effectiveness  of 
the  outlined  strategies.  The  plan  mentions  neither  existing  evaluations  to  indicate  current 
knowledge  of  these  strategies'  effectiveness  nor  plans  for  future  evaluations  to  determine 
their  effectiveness.  For  example,  some  of  the  strategies  are  based  on  a  common  HHS 
approach  to  support  stat^aclministered  programs:  technical  assistance,  training,  and 
identifying  and  disseminating  best  practices.  Yet,  we  have  found  in  our  work  on  these 
programs,  such  as  child  protective  services  and  child  support  enforcement,  that  such 
strategies  have  presented  problems.  In  some  cases,  HHS'  technical  assistance  was 
inadequate,  the  regional  offices  had  only  a  limited  capacity  to  provide  assistance  and 
training,  and  HHS'  dissemination  of  research  and  best  practices  was  lacking.  In  addition 
to  drawing  on  past  evaluations,  HHS'  plans  should  identify  future  evaluations  to 
determine  the  effectiveness  of  its  strategies.  Such  evaluations  are  essential  for 
detemuning  whether  taxpayer  dollars  are  invested  wisely. 

Third,  the  plan  does  not  discuss  the  resources  required  to  implement  the  strategies. 
For  example,  strategies  to  enhance  the  fiscal  integrity  of  the  Health  Care  Financing 
Administration  (HCFA)  programs  include  consolidating  Medicare  payment  systems  to 
improve  HHS'  ability  to  identify  aberrant  billing  and  improve  payment  accuracy.  The  plan 
does  not  mention,  however,  the  resources  necessary  to  implement  such  a  strategy. 

Fourth,  although  the  plan  identifies  key  external  factors  that  could  impede  HHS' 
achieving  its  strategic  goals  and  objectives,  there  is  little  discussion  of  how  the 
Department  intends  to  address  these  factors.  For  example,  a  key  external  factor  to 
achieving  several  HHS  objectives  is  the  state  of  the  economy.  However,  the  plan  does  not 
indicate  how  its  strategies  would  adjust  to  changes  in  the  economy  that  could,  for 
example,  increase  the  number  of  Medicaid-eligible  children. 

In  addition,  although  the  plan  reflects  a  recognition  of  management  and 
information  challenges  to  achieving  HHS'  goals,  it  provides  little  discussion  of  potential 
solutions.  For  example,  the  plan  acknowledges  HHS'  reliance  on  state,  local,  and  tribal 
governments;  contractors;  and  private  entities  as  program  and  information  partners  and 
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mentions  the  need  to  coordinate  with  them  but  does  not  specify  how  it  would  do  so. 
Similarly,  while  HHS'  plan  recognizes  the  importance  of  improving  its  financial 
management  information,  it  does  not  specify  the  corrective  actions  and  timetables  needed 
to  obtain  an  unqualified  or  clean  opinion  on  its  financial  statements.  Finally,  although  the 
plan  identified  several  information  technology  initiatives  that  may  help  HHS  achieve  some 
program  objectives,  the  plan  does  not  discuss  how  HHS  intends  to  identify  and  coordinate 
information  technology  investments  to  support  overall  departmentwide  goals  and 
missions. 

SCOPE  OF  HHS'  RESPONSIBILITIES  MAKES  COORDINATION 
AND  ACCOUNTABILITY  DIFFICULT 

The  sheer  size  and  scope  of  HHS'  mission  and  the  resulting  organizational 
complexity  make  it  especially  challenging  for  the  Department  to  manage  and  coordinate 
its  programs  to  give  the  public  the  best  possible  results  and  to  preclude  agencies' 
duplicating  or  undernuning  each  other's  efforts.  HHS  comprises  11  operating  agencies, 
each  of  which  manages  a  number  of  programs,  whose  many  parts  also  must  be 
administered.  (See  fig.  2.)  For  example,  NIH  is  only  one  of  the  agencies  within  the 
Public  Health  Service  (PHS),  yet  NIH  includes  17  separate  health  institutes,  the  National 
Library  of  Medicine,  and  the  National  Center  for  Human  Genome  Research.  HCFA 
administers  the  Medicare  and  Medicaid  programs,  as  well  as  several  quality  of  care 
programs  such  as  those  authorized  by  the  Clinical  Laboratory  Improvement  Amendments 
of  1988.  The  Administration  for  Children  and  Families  (ACF)  is  responsible  for  about  60 
programs,  including  the  new  federal-state  welfare  program;  child  support  enforcement; 
and  Head  Start,  which  alone  serves  about  800,000  children.  This  array  of  interrelated 
activities  and  responsibilities  makes  it  especially  important  for  HHS  managers  to  work 
together  to  address  the  Department's  overarching  program  goals. 
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Figure  2:  HHS'  Maior  Operating  Divisions 
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Better  Internal  and  External  Coordination 
Could  Improve  Program  Results  and 
More  Efficiently  Use  Federal  Funds 


Coordination  among  HHS  programs  with  related  responsibilities  is  essential  to 
efficiently  and  effectively  meeting  program  goals.  Moreover,  many  HHS  programs  share 
goals  with  or  relate  closely  to  programs  administered  by  other  federal  agencies.  In 
addition  to  coordinating  the  activities  of  its  own  agencies,  HHS  must  also  coordinate  its 
efforts  with  these  other  agencies.  Furthermore,  a  number  of  HHS  programs,  including 
Medicaid  and  Temporary  Assistance  for  Needy  Families  (TANF)  block  grants,  require 
both  federal  and  state  involvement  Therefore,  HHS  must  work  with  all  the  state 
govemments-and  at  times  local  jiirisdictions-to  coordinate  implementation  of  these 
programs. 


11 


GAO/T-HEHS-98-96 


16 


Implementing  the  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act 
of  1996  and  subsequent  legislation,  for  example,  requires  HHS  to  focus  on  both  internal 
and  external  coordination.  Employment,  training,  and  education  programs  administered 
by  the  Departments  of  Labor  and  Education  will  probably  be  essential  to  HHS'  goal  of 
promoting  self-sufficiency  and  parental  responsibility  for  poor  families  receiving 
assistance  through  TANF  block  grants.  Coordinating  Head  Start  and  other  HHS  child  care 
programs  may  help  low-income  families  gain  access  to  the  child  care  they  need  to  find  or 
maintain  employment  In  addition,  HHS  substance  abuse  and  mental  health  programs 
may  play  an  important  role  in  helping  welfare  families  with  multiple  barriers  to 
employment  move  toward  self-sufficiency. 

Other  examples  of  program  areas  requiring  both  internal  and  external  coordination 
include  alcohol  and  other  drug  abuse  treatment  and  prevention,  child  abuse  and  neglect, 
and  child  support  enforcement  For  example,  programs  addressing  alcohol  and  other 
drug  abuse  issues  reside  not  only  in  several  HHS  agencies-including  the  Substance  Abuse 
and  Mental  Health  Services  Administration,  NIH,  ACF,  and  the  Centers  for  Disease 
Control  and  Prevention-but  also  in  15  other  federal  agencies.  These  include  the 
Departments  of  Education,  Housing  and  Urban  Development,  Justice,  and  Veterans 
Affairs."  HHS  also  administers  58  programs  that  address  the  problems  of  at-risk  and 
delinquent  youth.  An  additional  73  programs  focused  on  this  population  reside  in  15 
other  federal  departments  and  agencies,  including  the  Departments  of  Agriculture, 
Education,  Housing  and  Urban  Development,  Justice,  and  Labor.12  In  addition  to 
coordinating  within  the  government,  HHS  must  also  coordinate  its  activities  with  many 
private  organizations.  For  example,  HCFA  must  coordinate  with  about  70  Medicare 
claims  contractors,  more  than  400  managed  care  plans,  insurance  companies  providing 
supplemental  coverage  to  Medicare  beneficiaries,  and  beneficiary  and  provider 
associations. 

Partnership  With  State  and  Local  Agencies 
Makes  Accountability  fpr  Results  Difficult 

Many  HHS  programs  are  operated  by  states,  localities,  or  nongovernmental 
organizations,  which  requires  HHS  agencies  to  develop  ways  to  make  their  many  partners 
accountable  for  program  results.  The  Department  has  observed  in  its  fiscal  year  1999 
performance  plan  that  virtually  all  of  the  approximately  $400  billion  that  will  be  expended 
for  HHS  programs  in  that  year  will  be  spent  not  by  HHS  employees-but  by  program 
partners.  In  administering  programs  that  are  the  joint  responsibility  of  state  governments 


"See  Drug  and  Alcohol  Abuse:  Billions  Spent  Annually  for  Treatment  and  Prevention 
Activities  (GAO/HEHS-97-12,  Oct  8,  1996). 

12See  At-Risk  and  Delinquent  Youth:  Multiple  Federal  Programs  Raise  Efficiency 
Questions  (GAO/HEHS-96-34,  Mar.  6,  1996). 
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or  that  involve  many  local  grantees,  HHS  must  continually  balance  program  flexibility 
with  oversight  and  mamtaining  program  controls.  To  further  complicate  HHS'  task,  state 
data  necessary  for  meaningful  performance  measurement  may  not  be  available  or  may  not 
be  comparable  from  state  to  state. 

Managing  the  TANF  block  grant  exemplifies  many  of  these  difficulties.  Under 
TANF,  states  have  flexibility  in  designing  and  implementing  their  own  assistance 
programs  within  federal  guidelines.  Meanwhile,  HHS  has  a  broad  range  of  responsibilities 
for  ensuring  accountability  from  the  states.  The  law  also  gives  HHS  authority  to  assess 
penalties  if  states  fail  to  comply  with  certain  requirements  and  provides  for  states  to 
receive  bonuses  if  they  meet  certain  performance  standards.  HHS  must  work  closely  with 
the  states  to  develop  effective  performance  measures  that  promote  the  goals  of  the  1996 
welfare  law.  The  experience  of  the  Office  of  Child  Support  Enforcement  (OCSE)  in 
working  with  states  to  develop  national  goals  and  objectives  for  the  child  support 
enforcement  program  demonstrated  that  although  developing  performance  measures  for 
federal-state  programs  is  a  challenge,  HHS  and  its  state  partners  can,  with  time  and  effort, 
make  progress  toward  producing  results-oriented  program  management.13 

Administering  the  Medicaid  program  presents  the  same  difficulty  in  balancing 
flexibility  and  accountability.  Federal  statutes  and  regulations  allow  states  substantial 
flexibility  in  designing  and  administering  their  Medicaid  programs.  Flexibility  can  be 
positive  for  beneficiaries  as  well  as  the  states;  however,  HCFA's  ongoing  monitoring  and 
oversight  are  essential  to  ensure  the  appropriate  use  of  federal  funds. 

Another  example  is  Head  Start,  which  was  designed  to  ensure  maximum  local 
autonomy.  The  accountability  structure  established  to  oversee  the  program  is  based  on 
largely  self-enforcing  performance  standards.  Head  Start  performs  on-site  monitoring 
reviews  every  3  years  to  ensure  that  its  more  than  1,400  grantees  are  in  compliance  with 
the  standards.  Head  Start  supplements  information  from  these  reviews  with  data  grantees 
provide  annually  about  their  program  activities.  These  annual  data  are  self-reported  and 
unvalidated.  Several  HHS  Office  of  the  Inspector  General  (IG)  reports  have  raised 
questions  about  accountability  in  Head  Start.  For  example,  a  May  1993  report  found 
significant  differences  between  the  number  of  services  grantees  reported  they  had 
provided  and  the  number  they  had  actually  documented  in  their  files.  The  IG  also  found 
that  grantee  files  and  records  were  often  incomplete,  inconsistent,  and  hard  to  review.14 


13See  Child  Support  Enforcement:  Reorienting  Management  Toward  Achieving  Better 
Program  Results  (GAO/HEHS/GGD-97-14,  Oct.  25,  1996). 

"Evaluating  Head  Start  Expansion  through  Performance  Indicators.  HHS  Office  of 
Inspector  General,  OEI-09-9 1-00762  (May  1993)  and  Summarization  of  Concerns  With  the 
Financial  Management  Systems  and  Control  Structures  Found  at  Head  Start  Grantees. 
HHS  Office  of  the  Inspector  General,  A-17-93-00001  (Sept.  1993). 
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RELIABLE  AND  COMPREHENSIVE 
MANAGEMENT  INFORMATION  SYSTEMS 
CRUCIAL  TQ  HHS  SUCCESS 

To  effectively  manage  its  large  health  insurance  programs,  extensive  grant-making 
activities,  and  vital  regulatory  responsibilities,  HHS  must  have  access  to  data  about  its 
programs  and  their  effects  that  are  both  reliable  and  appropriate  to  the  task.  Without 
these  data,  HHS  will  not  know  whether  it  is  accomplishing  its  goals  or  its  programs' 
effect  on  the  American  people.  Nor  will  HHS  be  able  to  give  the  Congress  the 
information  it  needs  to  evaluate  the  Department's  success.  Creating  and  implementing 
the  sophisticated  systems  to  give  HHS  managers  the  data  they  need  presents  a  major 
challenge.  Because  several  important  HHS  programs,  including  Medicaid  and  TANF,  are 
joint  federal-state  endeavors,  the  current  lack  of  comparable  state  data  increases  the 
difficulty  of  obtaining  timely  and  reliable  data.  Another  critical  task  related  to 
information  management  is  HHS'  timely  resolution  of  the  "year  2000"  problem. 

Welfare  Reform  Presents  HHS  with 

Many  Information  Challenges 

The  new  welfare  reform  law  gives  HHS  new  administrative  and  oversight 
responsibilities,  the  performance  of  which  will  rely  on  state-provided  data.  HHS  needs  to 
ensure  that  it  receives  comparable  and  reliable  data  from  the  states  to  help  it  fulfill  its 
oversight  responsibilities  under  the  new  legislation,  namely,  ensuring  that  states  enforce 
the  federal  5-year  time  limit  on  receiving  welfare  benefits,  meet  minimum  work 
participation  rates,  and  maintain  a  certain  level  of  welfare  spending.  Enforcing  the  time 
limit,  for  example,  will  be  difficult  because  information  on  the  total  amount  of  time 
someone  has  received  welfare  is  often  unavailable  in  a  state,  let  alone  across  states.  In 
addition,  HHS  will  need  to  collect  state  data  to  determine  performance  penalties  and 
bonuses.  With  the  increased  flexibility  of  states  in  designing  their  programs,  obtaining 
comparable  and  reliable  data  to  assess  the  effect  of  welfare  reform  on  children  and 
families  could  be  difficult  for  HHS. 

Similarly,  to  strengthen  child  support  enforcement,  HHS  is  required  to  use  state- 
provided  data  to  establish  a  national  directory  of  newly  hired  employees  and  registry  of 
child  support  orders  so  these  data  can  be  cross  matched.  In  addition,  the  law  requires 
HHS  to  implement,  by  fiscal  year  2000,  a  new  child  support  enforcement  incentive 
structure  that  will  be  based  on  performance  data  generated  by  statewide  information 
systems  that  are  not  yet  fully  implemented  or  certified.  We  reported  in  1997  that  OCSE's 
mandatory  oversight  of  state  systems  has  been  narrowly  focused  and,  as  a  result,  neither 
effective  nor  timely  in  assessing  state  systems'  approaches  and  progress.15 


lsS*e  Child  Support  Enforcement  Le^rship  Esspnrial  tn  Implanting  EfiWtivP 
Automated  Systems  (GAO/T-AIMD-97-162,  Sept  10,  1997)  and  Child  Support  Enforcement 
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HCFA  Needs  Better  Information  About 
Enrollees  and  Services  to  Manage 
Medicaid  Program 

HHS  also  faces  information  challenges  in  managing  the  $168  billion  Medicaid 
program.  Medicaid,  a  joint  federal-state  program  administered  by  HCFA,  provides  health 
coverage  for  36  million  low-income  people,  including  17.6  million  children.  Medicaid  also 
pays  for  nursing  home  coverage  for  low-income  elderly  and  other  vulnerable  members  of 
society,  accounting  for  almost  half  of  total  national  spending  for  nursing  home  care.  The 
Medicaid  program's  federal  fiscal  year  1997  expenditures  totaled  about  $96  billion,  with 
state  expenditures  totaling  about  $72  billion. 

Despite  the  size  of  the  Medicaid  program,  the  federal  government  has  only  limited 
data  on  its  results  and  the  accuracy  of  these  data  is  questionable.  Using  state-supplied 
information,  HCFA  creates  a  statistical  report  that  has  data  about  beneficiaries  served, 
their  eligibility  categories,  types  of  services  they  received,  and  vendor  payments.  It  also 
generates  a  regular  financial  report.  Problems  with  the  accuracy  and  consistency  of  the 
state  data,  however,  compromise  the  usefulness  of  these  reports.  Some  of  these 
problems  stem  from  collecting  data  from  50  states  and  the  District  of  Columbia,  which  do 
not  all  identically  define  data  categories.  An  additional  limitation  is  the  difficulty  of 
crosswalking  some  types  of  information  between  these  two  reports.  Problems  in  the 
quality  of  the  data  and  in  the  ability  to  link  data  across  data  sources  make  it  difficult  for 
HCFA  and  others  to  analyze  and  evaluate  Medicaid's  results. 

For  example,  HCFA  has  had  a  problem  with  duplicate  reporting  on  the  number  of 
people  enrolled  in  Medicaid  managed  care  programs.  Furthermore,  Medicaid's  data 
problems  could  worsen  because  of  the  program's  growing  reliance  on  managed  care  to 
provide  health  services  to  beneficiaries.  The  proportion  of  Medicaid  beneficiaries 
enrolled  in  managed  care,  as  reported  by  HCFA,  quadrupled  from  about  10  percent  in 
1991  to  about  40  percent  in  1996.  Because  Medicaid  pays  many  managed  care 
organizations  a  defined  fee  for  providing  a  range  of  services,  HCFA  usually  lacks  the 
detailed  utilization  data  that  are  available  under  the  fee-for-service  billing  system.  These 
data  problems  make  it  difficult  to  assess  the  effect  of  managed  care  on  Medicaid  services 
and  costs. 

An  additional  challenge  will  arise  as  HCFA  and  the  states  begin  to  implement  the 
new  $20.3  billion  Children's  Health  Insurance  Program.  HCFA  needs  to  provide  timely 
guidance  to  the  states  on  data  reporting  to  allow  them  to  collect  uniform  information  on 
beneficiaries,  costs,  and  services.  This  would  then  supply  HCFA  with  the  uniform 
aggregated  data  it  will  need  to  assess  the  program's  effects. 


Strong  Leadership  Required  to  Maximize  Benefits  of  Automated  Systems  (GAO/AIMD-97- 
72,  June  30,  1997). 
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Information  Management  Critical 
to  Prevent  Fraud  and  Abuse 
in  the  Medicare  Program 

HHS  faces  vast  information  management  challenges  regarding  the  Medicare 
program,  which  accounts  for  over  half  of  HHS*  annual  budget.  The  Medicare  Transaction 
System  (MTS)  was  intended  to  create  a  single  integrated  database  of  information  on  all 
beneficiaries,  providers,  and  plans  as  well  as  to  perform  functions  such  as  claims 
processing  and  managed  care  enrollment.  If  properly  planned  and  designed,  MTS  could 
have  played  an  important  role  in  reducing  Medicare  fraud  and  abuse.  Such  a  single 
integrated  database  would,  for  example,  have  helped  prevent  unscrupulous  providers  from 
billing  multiple  contractors  for  the  same  service  or  piece  of  medical  equipment. 
Throughout  its  development,  the  MTS  project  was  fraught  with  design  and  management 
problems  that  increased  its  cost  and  risk.  In  August  1997,  HCFA  determined  that  the 
contractor  could  not  deliver  the  system  on  schedule  and  within  budget  and  terminated  the 
contract  as  of  January  1,  1998.  While  exploring  other  strategies  to  improve  its  systems 
for  Medicare,  HCFA  is  working  to  improve  the  efficiency  of  its  claims  process  by 
reducing  the  number  of  claims  processing  systems  from  eight  to  three,  one  of  which  will 
process  only  durable  medical  equipment  claims. 

HHg  Must  Act  Quickly  to 
Reduce  Year  2000  Risk 

As  we  approach  the  year  2000,  information  systems  worldwide  could  malfunction 
or  produce  incorrect  information  simply  because  they  have  not  been  designed  to  handle 
dates  beyond  1999.  Unless  this  problem  is  resolved  ahead  of  time,  every  federal  agency- 
including  HHS-faces  risk  of  massive  system  failures.  The  impact  of  these  failures  could 
be  widespread  and  costly.  For  example,  HCFA  expects  to  process  over  1  billion  Medicare 
claims  and  pay  $288  billion  in  benefits  a  year  by  2000. 

HHS'  progress  in  preparing  for  the  year  2000  has  been  too  slow:  less  than  25 
percent  of  its  mission-critical  systems  have  been  converted  and  tested.  As  a  result,  in  its 
November  15,  1997,  report  on  the  progress  on  year  2000  conversion,  OMB  placed  HHS  on 
its  list  of  agencies  that  had  not  made  sufficient  progress  to  date,  which  could  result  in 
restrictions  on  HHS1  funding  for  information  technology  investments  unless  they  are 
directly  related  to  correcting  the  year  2000  problem.  These  restrictions  would  remain  in 
place  until  HHS  demonstrates  that  it  is  adequately  addressing  this  problem. 

We  reported  in  May  1997  that  HCFA  was  relying  on  its  Medicare  systems 
contractors  to  assess,  plan,  and  implement  essential  changes  for  the  year  2000  issue  but 
was  not  closely  monitoring  these  activities  or  receiving  certifications  or  assurances  from 
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contractors  that  they  will  address  the  problems.16  HCFA  has  since  hired  a  chief 
information  officer  to  address  these  and  other  technology  issues.  The  scope  of 
contractors'  needed  work  is  much  broader  than  past  systems  changes  contractors  have 
had  to  make.  It  requires  reviewing  all  software  programs  and  systems  interfaces  and 
components  that  can  be  affected  by  the  year  2000  problem;  this  includes  hardware, 
operating  systems,  communications  applications,  and  databases.  Unless  timely,  effective 
systems  changes  are  implemented  as  the  year  2000  approaches,  HCFA  may  be  unable  to 
process  claims  accurately  and  within  required  time  frames. 

SAFEGUARDING  VULNERABLE  PROGRAMS 
REQUIRES  CONSTANT  VIGILANCE  AND  INNOVATION 

With  HHS'  broad  range  of  programs,  large  number  of  grantees  and  contractors, 
huge  volume  of  vendor  payments,  and  millions  of  beneficiaries,  the  Department  must 
always  be  vigilant  in  protecting  its  programs  from  fraud,  waste,  abuse,  and 
mismanagement  The  sheer  dollar  size  of  HHS1  programs  makes  them  attractive  targets, 
and  the  consequences  can  be  severe.  HHS  needs  to  improve  its  processes  for  identifying 
and  preventing  fraud,  waste,  abuse,  and  mismanagement  and  maintain  constant  vigilance 
in  the  future.  The  $200  billion  Medicare  program  exemplifies  the  importance  of  such 
efforts. 

Inherent  Vulnerabilities  Reside  in 
Program  of  Medicare's  Size  and  Scope 

Most  Medicare  services  are  provided  through  the  fee-for-service  sector,  where  any 
qualified  provider  can  bill  the  program  for  services  rendered.  In  fiscal  year  1997, 
Medicare  processed  an  estimated  900  million  claims.  Through  its  claims  processing 
contractors,  Medicare  pays  hundreds  of  thousands  of  providers,  such  as  physicians, 
hospitals,  skilled  nursing  facilities,  home  health  agencies,  and  medical  equipment 
suppliers.  In  addition,  HCFA  pays  and  monitors  more  than  400  managed  care  health 
plans  that  serve  more  than  5  million  beneficiaries.  The  managed  care  program  consists 
mostly  of  risk  contract  health  maintenance  organizations  (HMO).  Medicare  pays  these 
HMOs  a  monthly  amount,  fixed  in  advance,  for  all  the  services  provided  to  each 
beneficiary  enrolled.  Both  the  fee-for-service  and  managed  car*1  delivery  systems  have 
vulnerabilities. 

Inherent  in  Medicare's  fee-for-service  program-used  by  about  87  percent  of  the 
program's  beneficiaries-is  an  incentive  for  providers  to  deliver  more  services  than 
necessary,  driving  up  program  costs.  Spending  growth  for  services  until  now  not  subject 
to  cost  containment  reforms-such  as  home  health  care  and  skilled  nursing  facility  care- 


16See  Medicare  Transaction  System:  Success  Depends  Upon  Correcting  Critical 
Managerial  and  Technical  Weaknesses  (GAO/AIMD-97-78,  May  16,  1997). 
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has  skyrocketed,  growing  much  faster  than  spending  for  inpatient  and  physician  services. 
Policymakers  have  therefore  looked  to  the  managed  care  experience  of  private-sector 
payers  for  solutions.  Prepaid  plans  have  appeal  for  Medicare  because,  in  principle,  they 
are  designed  to  contain  health  care  costs  and  limit  the  excess  utilization  encouraged  by 
fee-for-service  reimbursement.  No  payment  method  is  perfect,  however:  the  method  of 
paying  providers  a  fixed  amount  in  advance  creates  an  incentive  for  providers  to  skimp 
on  services  to  increase  profits  at  the  expense  of  quality  care. 

Legislative  Reforms  Substantially 
Increase  HCFA's  Authority  to 
Manage  the  Medicare  Program 

Two  recent  acts  grant  HCFA  substantial  authority  and  responsibility  to  reform 
Medicare.  The  Health  Insurance  Portability  and  Accountability  Act  of  1996  (HIPAA) 
provides  the  opportunity  to  enhance  Medicare's  antifraud  and  abuse  activities.  The 
Balanced  Budget  Act  of  1997  (BBA)  introduces  new  health  plan  options  and  major 
payment  reforms.  These  two  acts  address  in  large  measure  our  concerns  and  those  of  the 
HHS  IG  regarding  the  tools  needed  to  combat  fraud  and  abuse.17  They  also  address  many 
of  the  weaknesses  discussed  in  our  High-Risk  Series  report  on  Medicare.18  The 
effectiveness  of  these  new  antifraud  and  abuse  tools  provided  by  HIPAA  and  BBA, 
however,  will  depend  on  their  being  well  designed  and  promptly  implemented. 

HIPAA  created  for  the  first  time  a  stable  source  of  funding  for  Medicare  fraud 
control.  For  fiscal  year  1997,  the  act  provides  for  up  to  $440  million  for  program 
safeguard  activities;  funding  will  rise  incrementally  each  year,  reaching  $720  million  in 
fiscal  year  2003,  after  which  it  will  remain  constant  This  was  a  significant  step  in 
reversing  the  trend  of  declining  program  safeguard  funds  relative  to  program  growth  in 
the  8  years  before  fiscal  year  1997,  when  HIPAA  funding  provisions  became  effective. 
This  funding  comes  from  a  HIPAA-established  fraud-and-abuse  control  account  that  also 
funds  other  activities  involving  other  HHS  agencies  and  the  Department  of  Justice. 
HIPAA  also  provides  HCFA  with  explicit  authority  to  contract  with  firms  outside  its 
existing  claims  processing  contractor  network  to  perform  payment  safeguard  functions, 
while  avoiding  conflicts  of  interest.  In  addition,  HIPAA  adds  new  civil  and  criminal 
penalties  to  previously  little-used  enforcement  powers. 

BBA  dramatically  expanded  health  plan  choices  for  Medicare  beneficiaries  and 
reformed  payment  methods  in  traditional  fee-for-service  Medicare  and  managed  care 


17See  Medicare  Fraud  and  Abuse:  Summary  and  Analysis  of  Reforms  in  the  Health 
Insurance  Portability  and  Accountability  Act  of  1996  and  the  Balanced  Budget  Act  of  1997 
(GAO/HEHS-98-18R,  Oct  9,  1997). 

18See  High-Risk  Series:  Medicare  (GAO/HR-97-10,  Feb.  1997). 
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plans.  Under  the  act's  new  Medicare+Choice  program,  beneficiaries  will  have  new  health 
plan  options,  including  preferred  provider  organizations  (PPO),  provider  sponsored 
organizations  (PSO),  and  private  fee-for-service  plans.  Medicare+Choice  introduces  new 
consumer  information  and  protection  provisions,  including  a  requirement  to  distribute 
comparative  information  on  Medicare+Choice  plans  in  beneficiaries'  communities  and  a 
requirement  that  all  Medicare+Choice  plans  obtain  external  review  from  an  independent 
quality  assurance  organization.19  These  provisions  address  problems  we  have  worked 
with  the  Congress  to  correct  and  give  HCFA  newly  mandated  consumer  protection  and 
oversight  responsibilities  for  a  potentially  larger  number  of  plans.20 

BBA  also  provided  for  revamping  many  of  Medicare's  decades-old  payment  systems 
to  contain  the  unbridled  growth  in  certain  program  components.  Specifically,  the  act 
mandated  prospective  payment  systems  for  services  provided  by  about  1,100  inpatient 
rehabilitation  facilities,  14,000  skilled  nursing  facilities,  5,000  hospital  outpatient 
departments,  and  8,900  home  health  agencies.  In  addition,  it  changed  the  payment 
methods  for  hospitals,  including  payments  for  direct  and  indirect  medical  education  costs. 
It  also  adjusted  fee-schedule  payments  for  physicians  and  durable  medical  equipment  and 
authorized  converting  the  remaining  reasonable  charge  payment  systems  to  fee  schedules. 
Finally,  the  act  granted  the  authority  to  conduct  demonstrations  on  the  cost-effectiveness 
of  purchasing  items  and  services  through  competitive  bids  from  suppliers  and  providers. 

Effective  Management  of  Resources 

and  HCFA  Leadership  Needed  to 

Protect  Integrity  of  Medicare  Program 

While  legislative  reforms  are  dramatically  reshaping  Medicare,  other  changes  are 
occurring,  increasing  difficult  management  challenges.21  For  example,  HCFA  is  rettanking 
its  strategy  to  develop,  modernize,  or  otherwise  improve  the  agency's  multiple  automated 
claims  processing  and  other  information  systems.  HCFA  is  also  confronting  transition 
problems  resulting  from  the  recent  loss  of  large-volume  claims  processing  contractors  and 
the  need  for  remaining  contractors  to  absorb  the  workload.  Finally,  HCFA  recently 


l9BBA  authorized  the  Secretary  of  HHS,  subject  to  appropriations,  to  collect  $200  million 
in  user  fees  to  conduct  information  activities  associated  with  Medicare+Choice. 
Subsequently,  in  the  HHS  appropriation,  the  Secretary  was  given  authority  to  collect  $95 
million  of  the  originally  authorized  amount  for  this  purpose.  HCFA  was  also  appropriated 
between  $20  million  and  $30  million  for  the  administration  of  BBA-related  activities. 

^See  Medicare:  HCFA  Should  Release  Data  to  Aid  Consumers.  Prompt  Better  HMO 
Performance  (GAO/HEHS-97-23,  Oct.  22,  1996)  and  Medicare:  Opportunities  Are  Available 
to  Apply  Managed  Care  Strategies  (GAO/T-HEHS-95-81,  Feb.  10,  1995). 

21See  Medicare:  HCFA  Faces  Multiple  Challenges  to  Prepare  for  the  21st  Century  (GAO/T- 
HEHS-98-85,  Jan.  29,  1998). 
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restructured  its  organizational  units  to  better  focus  on  its  mission  and  is  experiencing  the 
kind  of  disruptions  common  to  organizational  transitions. 

Our  recent  work  at  HCFA  interviewing  senior  and  mid-level  managers  indicates 
that  distribution  of  agency  resources,  need  for  specialized  expertise,  loss  of  institutional 
experience,  and  reorganization  are  serious  management  problems  that  could  increase 
program  vulnerability.  In  the  case  of  agency  resources,  managers  were  concerned  that 
the  concentrated  efforts  to  implement  BBA  and  solve  computer  problems  that  could  arise 
in  the  year  2000  could  compromise  the  quality  of  other  work  or  that  tasks  might  be 
neglected  altogether.  For  example,  regional  and  headquarters  officials  who  oversee 
claims  processing  contractors  told  us  that  their  capacity  to  monitor  contractors  had 
severely  diminished.  One  region  that  formerly  had  six  staff  members  dedicated  to 
contractor  oversight  now  has  two;  the  other  staff,  they  said,  had  been  reassigned  to  work 
on  managed  care  issues.  This  concerns  us  because,  in  the  past  several  years,  we  have 
reported  that  HCFA  has  not  adequately  ensured  that  contractors  are  paying  only 
medically  necessary  claims. 

Managers  also  expressed  a  common  concern  about  the  staffs  mix  and  level  of 
skills.  As  an  illustration,  the  Medicare+Choice  program  introduces  new  health  plan  types 
and  requires  distributing  information  on  the  plans  to  beneficiaries  in  1998.  Called  the 
Medicare+Choice  Information  Fair,  this  nationwide  educational  and  publicity  campaign 
will  be  HCFA's  first  effort  of  this  kind.  Managers  were  concerned  that  inexperienced 
staff  will  need  to  gather  information  that  describes  and  evaluates  the  merits  of  various 
plans. 

Managers  also  cited  the  loss  of  experienced  staff  as  a  problem  for  developing  and 
implementing  the  various  prospective  payment  systems  mandated  by  BBA  They  noted 
that  developing  one  new  payment  system  would  have  been  manageable,  but  losses  of 
expert  staff  make  it  difficult  to  implement  multiple  new  payment  systems  concurrently.22 

In  addition,  managers  noted  the  difficulties  of  simultaneously  implementing  recent 
legislative  reforms,  responding  to  critical  information  system  problems,  and  carrying  out  a 
major  agency  reorganization.  In  July  1997,  HCFA  restructured  its  entire  organization  to, 
among  other  things,  redirect  additional  resources  to  the  growing  managed  care  side  of  the 
program;  acknowledge  a  shift  from  HCFA's  traditional  role  as  claims  payer  to  its  role  as 
purchaser  of  health  care  services;  and  sharpen  the  focus  on  beneficiaries,  health  plans 
and  providers,  and  state-level  activities.  Although  generally  favoring  the  reorganization  in 
concept,  managers  described  their  difficulties  in  establishing  new  communication  and 
coordination  links  within  units  and  agencywide.  They  noted  that  the  situation  was 


^See  Medicare:  Recent  Legislation  to  Minimize  Fraud  and  Abuse  Requires  Effective 
Implementation  (GAO/T-HEHS-98-9,  Oct  9,  1997). 
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particularly  acute  because  people  have  not  yet  moved  to  their  new  units'  actual  locations. 

HCFA  managers  appeared  to  be  clear  about  top  management's  expectations  for 
completing  BBA-related  activities  and  for  making  sure  that  contractors'  claims  processing 
systems  would  comply  with  the  millennium  changes.  They  were  less  certain,  however, 
about  the  agency's  strategy  for  meeting  other  mission-related  work.  One  example  of  this 
uncertainty  concerns  the  legislative  mandates  for  reporting  to  the  Congress  on  specific 
topics  such  as  Medicare's  reimbursement  of  telemedicine  services.  Currently,  the 
agency's  top  managers  do  not  compile  a  list  of  reports  due  and  their  deadlines.  Unit 
managers  are  concerned  because,  although  they  know  that  certain  reports  they  must 
produce  will  be  late,  they  have  no  systematic  way  to  keep  top  management  informed. 
Top  management,  in  turn,  cannot  decide  whether  to  raise  the  priority  for  a  particular 
report  or  develop  a  strategy  to  mitigate  the  consequences  of  others  being  late. 

The  illustration  above  and  our  discussions  with  agency  officials  suggest  that 
although  HCFA  may  be  ready  to  assert  its  BBA-related  resource  needs,  it  is  not  likely  to 
be  able  to  adequately  justify  the  resources  it  seeks  to  implement  its  other  Medicare 
program  objectives.  In  short,  because  senior  managers  do  not  appear  to  be  adequately 
informed  about  the  status  of  the  range  of  Medicare  activities  or  associated  resource 
needs,  HCFA's  senior  decisionmakers  cannot  determine  whether  resources  are  adequate 
or  properly  distributed  and  which  activities  could  be  at  risk  of  neglect 

HCFA's  Financial  Statement  Audits 
Continue  to  Have  Problems 

An  additional  area  of  Medicare  vulnerability  on  which  we  have  previously  reported 
is  HHS'  difficulty  in  complying  with  the  requirements  of  the  Government  Management 
Reform  Act  of  1994.  The  HHS  IG  could  not  express  an  opinion  on  HHS'  fiscal  year  1996 
combined  financial  statements  primarily  because  of  (1)  a  lack  of  adequate  supporting 
documentation  for  $18.3  billion  in  Medicare  Accounts  Payable,  $2.7  billion  in  Medicare 
Accounts  Receivable,  $22.6  billion  in  Net  Position  balances,  and  $3.1  billion  in  Pension 
Liability  and  (2)  difficulty  in  determining  what,  if  any,  adjustments  needed  to  be  made  to 
the  Medicare  cost  settlements  reported  in  the  fiscal  year  1996  financial  statements. 

The  fiscal  year  1996  financial  statement  audit  identified  additional  material  internal 
control  weaknesses.  HCFA  has  no  method  for  estimating  the  national  error  rate  for 
improper  Medicare  fee-for-service  payments,  which  the  IG  estimated  at  $23  billion  for 
fiscal  year  1996.  HHS  lacks  important  internal  controls  for  grant  management,  including 
the  abilities  to  accrue  grant  expenditures  at  year's  end  and  to  track  the  audits  of  grantees 
required  by  the  Single  Audit  Act  of  1984.  Some  operating  divisions,  including  HCFA  and 
NIH,  have  weaknesses  in  the  general  controls  of  their  electronic  data  processing  (EDP) 
systems.  These  EDP  controls  are  critical  to  ensuring  the  reliability,  confidentiality,  and 
availability  of  HHS  data  and  affect  the  integrity  of  transactions  processed  at  HHS  data 
processing  facilities,  including  $206  billion  in  insurance  claims  and  indemnities  provided 
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to  more  than  38  million  Medicare  beneficiaries  in  fiscal  year  1996.  In  addition,  the  IG 
identified  systemic  weaknesses  in  controls  for  estimating  and  processing  transactions  that 
affect  accounts  payable  and  receivable. 

CONCLUSIONS 

Considering  the  magnitude  of  HHS1  responsibilities,  the  size  of  its  budget,  and  the 
extent  to  which  the  American  people  rely  on  HHS  for  essential  services  and  support,  we 
believe  it  is  critical  for  the  Department  to  focus  on  achieving  its  many  missions  as 
effectively  and  efficiently  as  possible.  Although  HHS'  commitment  to  carrying  out  its 
missions  is  clear,  we  and  others  continue  to  find  many  problems  with  HHS'  programs. 
The  Results  Act  now  provides  HHS  with  an  excellent  opportunity  to  direct  its 
management  toward  producing  its  programs'  intended  results  and  to  engage  in  regular 
self-assessment  Specifically,  the  Department  needs  to 

ensure  coordination  among  its  own  agencies  and  with  its  public  and  private 
partners; 

-  develop  the  information  systems  it  needs  to  manage  its  programs  and  report  on 
their  progress;  and 

-  maintain  the  integrity  of  programs  vulnerable  to  exploitation  by  remaining  vigilant 
against  fraud,  waste,  abuse,  and  mismanagement 

As  you  are  aware,  we  worked  with  the  Congress  as  it  conducted  its  reviews  of 
draft  and  final  HHS  strategic  plans  and  have  already  committed  to  working  with  the 
Congress  as  it  conducts  its  review  of  HHS'  performance  plan  and  other  submissions  under 
the  Results  Act  As  we  review  HHS'  performance  plan,  we  will  assess  the  degree  to 
which  the  plan  addresses  the  long-standing  management  challenges  I  have  discussed 
today. 


Mr.  Chairman,  this  concludes  my  prepared  statement  I  will  be  happy  to  answer 
any  questions  that  you  or  members  of  the  Subcommittee  may  have. 
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Mr.  Porter  [resuming  chair].  Mr.  Hembra,  I  apologize  for  being 
delayed  in  a  meeting  in  my  office.  I  appreciate  your  opening  state- 
ment which  I  will  have  to  review  from  the  written  testimony. 

I  want  to  thank  my  colleague,  Mrs.  Northup.  When  I  left  at  noon 
she  was  in  the  Chair,  as  well  as  when  I  came  back.  I  hope  you  got 
lunch  in  between. 

Mrs.  Northup.  A  few  things. 

Mr.  Porter.  Would  you  like  to  proceed  right  now? 

Mrs.  Northup.  That  is  fine,  Mr.  Chairman.  Thank  you. 

Mr.  Hembra,  you  ended  your  statement  by  saying  if  HHS  can  be 
held  accountable,  the  Results  Act  can  make  quite  a  difference.  Who 
holds  them  accountable?  Them,  being  the  whole  agency. 

Mr.  Hembra.  It's  an  interesting  Department  and  it's  probably 
unlike  any  other  in  the  Federal  Government.  HHS  is  often  referred 
to  as  a  holding  company.  It  has  a  number  of  operating  agencies, 
some  of  which  are  some  of  the  biggest  and  dwarf  many  of  the  other 
Federal  departments  in  the  Federal  Government. 

I  think,  first  and  foremost,  the  Office  of  the  Secretary  as  well  as 
the  heads  of  the  individual  departments  within  HHS  have  to  take 
primary  responsibility  for  accountability.  I  would  take  you  to  their 
strategic  plan,  I  would  take  you  to  their  core  values,  the  things 
that  are  important  to  that  Department.  One  of  those  core  values 
is  accountability  stewardship  for  the  efficiency  and  effectiveness  of 
its  programs.  I  would  point  out  that  while  that  Department  has  al- 
ways had  that  core  value,  I  think  its  track  record  would  show  that 
it  has  not  performed  that  well. 

The  other  point  of  accountability  has  to  be  the  Congress.  If  you 
stop  and  think  about  it,  the  whole  reason  behind  GPRA  was  the 
frustration  that  the  Congress  felt  with  the  inability  of  our  depart- 
ments and  agencies  to  demonstrate  good,  solid  management.  And 
if  a  department  was  not  going  to  do  that,  it  was  going  to  have  dif- 
ficulty doing  it,  I  think  out  of  frustration  they  felt  that  you  could 
legislate  it  and  it  would  happen.  But  I  think  history  shows  that  the 
oversight  committees,  the  appropriations  committees,  the  author- 
ization committees  have  to  be  in  there  constantly,  as  this  sub- 
committee has  done,  constantly  posing  the  question  to  the  depart- 
ments, how  are  you  doing? 

Mrs.  Northup.  The  concern  I  think  is,  in  part,  because  HHS  has 
such  an  effect  on  the  people  that  live  in  our  neighborhoods  and  our 
cities  everyday,  people  we  know,  people  we  talk  to.  So  many  of  its 
programs  make  a  profound  impact  on  the  quality  of  life,  the  ability 
to  become  independent,  the  ability  to  grow  and  develop  despite  ad- 
verse circumstances.  Sort  of  the  only  helping  hand  for  many  of  the 
disadvantaged  people  in  our  communities,  and  not  just  the  dis- 
advantaged, the  seniors.  But  there  is  also  a  sense  that  particularly 
in  that  agency  programs  start  to  take  on  lives  of  their  own.  I  sort 
of  say  this  in  some  jest. 

But,  for  example,  if  I  thought  maybe  a  critical  time  is  seventh 
grade,  boys  seem  to  be  more  risk-takers  than  girls,  and  kids  in  the 
urban  area  seem  to  be  most  at-risk,  so  I  start  an  urban  seventh 
grade  at-risk  boys'  program,  it  can  all  be  targeted  in  the  right  di- 
rection, it  can  have  all  the  right  ideas,  but  it's  operated  by  local 
communities.  So  you  go  from  10,  to  50,  to  200  local  community  pro- 
grams and  then  they  start  the  association  of  directors  of  seventh 
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grade  at-risk  urban  programs,  and  then  the  program  sort  of  has  a 
life  of  its  own.  I  worry  about  the  Secretary  being  able  to  impact  it, 
whether  it  is  to  combine  it  with  another  program,  or  maybe  to  de- 
cide that  its  outcomes  haven't  been  so  strong. 

One  of  the  things  that  I've  noticed  the  most  difference  between 
State  programs  and  Federal  programs  is  that  if,  at  the  State  level, 
the  governor  makes  a  decision,  those  are  actually  his  employees 
that  carry  it  out.  But  if  the  President  or  his  Secretary  makes  a  de- 
cision, those  are  the  State  agencies  that  are  operating  it  and  they 
don't  feel  constrained  at  all  to  abide  by  that  decision  or  to  make 
that  effort  to  change  or  to  support  it  politically  or  otherwise. 

I  just  wondered  if  you  had  any  thoughts  on  HHS'  ability  to 
change?  If  I've  put  my  finger  on  the  problem  and  any  thoughts  on 
how  you  overcome  it? 

Mr.  Hembra.  I  think  there  are  two  issues.  When  you  look  at  pro- 
grams, especially  those  which  account  for  most  of  HHS'  programs, 
those  have  been  devolved  to  some  extent  down  to  the  States  and 
localities.  First  off,  you  have  with  regard  to  a  number  of  broad  pro- 
grams a  host  of  programs  that  the  Federal  Government  has  put 
into  place.  If  you  look  at  at-risk  and  delinquent  youths,  there  are 
a  number  of  programs.  Early  childhood,  there  are  a  lot  of  pro- 
grams. Substance  abuse,  a  lot  of  programs.  Employment  training, 
I  think  163  programs.  So  that's  one  issue.  You  would  expect  that 
the  department  heads  would  make  an  effort  to  assure  themselves 
and  assure  the  taxpayer  that  that  plethora  of  programs  are  under 
control  and  there  isn't  duplication.  So  that's  one  issue. 

As  you  look  at  the  programs  as  they  move  down  to  the  State  and 
local  level,  I  think  what  you  have  to  assure  yourself  is  that  you 
have  built  in  a  proper  balance  between  flexibility  so  States  and  lo- 
calities don't  feel  like  they  are  handcuffed  and  can't  meet  within 
the  parameters  of  the  program  special  needs  and  circumstances, 
but  you  have  to  balance  with  that  accountability.  There  has  to  be 
some  degree  of  accountability. 

The  same  holds  true  for  HHS  itself.  The  Secretary  will  say  HHS 
is  a  decentralized  Department,  that  a  lot  of  autonomy  has  been 
given  to  its  individual  agencies.  And  the  fact  of  the  matter  is  that's 
true.  But  with  decentralization  there  has  to  be  some  degree  of  ac- 
countability. There  has  to  be  a  role,  in  the  case  of  HHS,  for  the  Of- 
fice of  the  Secretary  to  play  that  holds  these  agencies  accountable 
and,  in  turn,  these  agencies  hold  the  recipients  of  Federal  funds  ac- 
countable to  some  extent.  Once  again,  I  think  that's  where  the  Re- 
sults Act  can  be  a  powerful  tool,  because  part  and  parcel  of  that 
is  to  assure  that  there  is  accountability  regardless  of  which  issue 
you  look  at  when  you  have  those  types  of  programs. 

Ms.  Steinhardt.  Can  I  add  to  that? 

Mrs.  Northup.  Yes,  please. 

Ms.  Steinhardt.  I  would  say  that  another  aspect  that  you  put 
your  finger  on  has  to  do  with  a  sort  of  loss  of  focus  in  programs 
as  they  evolve  over  time.  In  our  statement,  we  talk  about  a  number 
of  programs  that  were  developed  originally  to  improve  access  to 
care  for  underserved  populations,  people  who  lacked  access  either 
because  they  lived  in  rural  areas  or  something  like  that,  and  we 
started  more  than  20  years  ago  with  very  noble  and  worthwhile 
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aims.  But  as  the  programs  developed,  they  never  really  kept  track 
of  what  they  were  trying  to  accomplish. 

Today,  90  percent  of  the  counties  in  the  United  States  have  des- 
ignations that  include  underserved  areas  because  we've  never  gone 
back  and  taken  a  second  look  at  where  underservice  actually  oc- 
curs, what  does  that  mean,  how  do  we  measure  it,  what  are  we  try- 
ing to  accomplish,  where  are  we  today,  where  are  we  next  year, 
where  are  we  the  year  after,  are  we  meeting  our  targets — the  kinds 
of  tools  I  think  that  the  Results  Act  now  requires  agencies  to  do- 
instead  of  letting  things  kind  of  keep  going  without  returning  to 
see  whether  we're  really  doing  what  we  set  out  to  do. 

Mrs.  Northup.  Have  I  used  up  my  time,  Mr.  Chairman? 

Mr.  Porter.  You  can  have  all  the  time  you  want. 

Mrs.  Northup.  I'll  just  take  two  more. 

When  you  talk  about  so  many  job  training  programs,  so  many 
other  programs  that  sort  of  overlap,  do  you  make  any  recommenda- 
tions about  maybe  a  more  effective  way?  Block  grants  sometimes 
by  this  agency  have  been  very  unpopular  when  Congress  has  im- 
posed them.  But  it  does  strike  me  that  job  training  is  unique  to 
every  city  and  State,  that  the  needs  that  exist  in  Louisville  prob- 
ably aren't  the  same  needs  that  exist  in  Chicago,  and  so  does  it 
make  sense  to  put  some  of  these  programs  together?  And  is  there 
any  effort  within  the  Administration  that  you  could  see  in  the  stra- 
tegic planning  where  that  was  happening,  or  does  this  need  to  be 
done  from  the  outside  by  the  Congress? 

Mr.  Hembra.  Part  and  parcel  of  the  Results  Act  is  that  the  De- 
partment and  departments  that  have  responsibility  for  similar  pro- 
grams would  look  at  the  potential  for  duplication  and  overlap.  Has 
that  happened?  Not  very  much.  Usually  when  it  has  happened,  the 
degree  to  which  it  happened,  usually  the  source  comes  out  of  the 
legislative  branch  when  questions  are  raised  and  mandates  are 
placed  on  the  agencies  to  take  a  look  at  it.  Under  the  National  Per- 
formance Review,  there  was  some  attention  paid  to  overlap  and  re- 
dundancy and  there  were  some  programs  at  the  margin,  different 
areas  that  kind  of  disappeared  or  were  not  funded.  But  for  the 
most  part,  once  a  program  has  been  in  place,  that  program  is  in 
place. 

What  we  know,  what  our  work  has  shown — and  we  have  done 
work  on  employment  training,  we  have  done  work  on  early  child- 
hood, substance  abuse — is  that  there  are  a  multitude  of  programs 
that  provide  similar  services  to  similar  populations.  What  is  miss- 
ing right  now  is  some  analytical  depth  being  given  in  terms  of  pur- 
suing whether  or  not  the  opportunities  are  there  to  do  some  further 
consolidation  and  eliminate  some  of  the  redundancy  and  overlap. 
But  we  certainly  can  provide  the  subcommittee  with  that  work  that 
we  have  done  over  the  last  couple  of  years  that  highlight  some  of 
those  different  areas  for  you,  including  work  on  block  grants  and 
the  whole  issue  of  balancing  accountability  and  flexibility.  We 
would  be  happy  to  provide  you  with  those  reports. 

Mrs.  Northup.  I'd  be  very  interested  in  that. 

[The  referred  to  information  can  be  found  in  the  Committee 
files.] 

Mrs.  Northup.  Thank  you,  Mr.  Chairman. 
Mr.  Porter.  Thank  you,  Mrs.  Northup. 
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Ms.  Steinhardt,  as  I  listened,  you  were  saying  90  percent  of  the 
counties  are  now  including  underserved. 
Ms.  Steinhardt.  Designations. 

Mr.  Porter.  Yes,  designations.  I  think  the  reason  for  that  is 
probably  not  the  lack  of  oversight  but  the  politics  of  getting  every- 
body aboard.  What  Fve  been  saying  since  Fve  been  Chairman  for 
the  last  three  years  is  we  have  to  get  beyond  that  need  to  spread 
out  our  resources  all  over  the  place  in  order  to  get  the  votes  to  get 
a  program  adopted.  If  the  program  can't  stand  on  its  own  merits, 
it  shouldn't  be  adopted.  We  ought  to  target  our  resources  where 
they're  truly  needed  and  not  just  spread  them  willy-nilly  across  the 
country  simply  because  that  gets  us  more  votes  to  get  the  program 
adopted  or  changed.  I  think  we  are  getting  beyond  that  old  political 
need  and  into  what  gets  us  results  for  people  and  what  people  real- 
ly need  help  from  the  Government,  putting  our  resources  where 
they  can  get  the  job  done.  I  hope  so. 

I  think  this  is  in  a  way  very  similar  to  the  line  of  questioning 
that  Mrs.  Northup  just  proceeded  with.  But  let  me  see  if  we  can 
examine  this  a  little  bit  further.  You  have  a  lot  of  programs  that 
are  administered  within  the  Department  of  Health  and  Human 
Services  and  then  you  have  a  lot  of  similar  programs  in  other  de- 
partments. HHS,  for  example,  has  several  different  childcare  pro- 
grams and  substance  abuse  programs.  There  are  similar  programs 
in  other  departments.  We  pay  for  health  care  in  several  programs, 
including  the  Indian  Health  Service,  and  then  we  do  a  lot  of  the 
same  things  in  the  VA,  the  DoD  to  other  eligible  populations.  We 
provide  women's  reproductive  health  services  through  Title  X  Fam- 
ily Planning,  the  Maternal  and  Child  Health  block  grant,  STD  clin- 
ics, community  health  centers,  Medicaid. 

What  successes,  in  your  opinion,  has  the  Department  and  the 
Administration  had  in  assuring  that  the  measures  for  effectiveness 
for  these  various  programs  compare  with  one  another?  In  other 
words,  are  we  adopting  in  one  department  in  one  program  a  dif- 
ferent measure  of  effectiveness  than  we  are  for  a  very  similar  pro- 
gram conducted  by  another  department  or  even  within  the  same 
department? 

Mr.  Hembra.  I  think  to  a  certain  extent  that  remains  to  be  seen. 
We're  in  the  process  of  reviewing  the  Departments'  performance 
plans,  not  only  the  ones  for  HHS,  but,  for  some  of  your  examples, 
the  Department  of  Education,  the  Department  of  Labor.  Those 
three  departments  have  a  number  of  programs  that  are  similar.  So, 
at  this  point  in  time,  I'm  not  sure  we  can  answer  that  definitively. 

I'm  going  to  go  out  on  a  limb  a  little  bit  and  suggest  that  based 
on  what  we  have  seen  and  what  we  have  looked  at  initially,  it  sug- 
gests this  is  an  area  where  it  is  probably  not  likely  you're  going  to 
see  a  lot  of  attention  paid.  There  is  better  coordination  now  prob- 
ably than  there  has  been  in  the  past.  But  I'm  not  sure  I  would  give 
coordination  that  good  a  grade. 

Mr.  Porter.  In  other  words,  this  may  be  the  secondary  approach, 
that  once  we  get  the  first  cut,  we  begin  to  look  at  things  like  this 
in  a  much  broader  government-wide  context? 

Mr.  Hembra.  Yes.  And  without  being  overly  critical  of  HHS,  I 
think  they  have  a  really  difficult  challenge.  The  Performance  Plans 
I'm  going  to  venture  to  guess  are  going  to  focus  much  more  on  proc- 
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ess  measures  and  output  measures  as  opposed  to  outcome  meas- 
ures. Part  of  the  reason  links  to  the  absence  of  the  type  of  informa- 
tion systems,  the  reliability  of  the  data,  the  consistency  of  the  data 
that  would  help  them  with  their  performance  measures. 

Mr.  Porter.  I  think  that  would  be  a  huge  mistake,  because  we're 
not  looking  at  those  things  anymore.  We're  looking  at  outcomes. 
We're  looking  at  how  do  we  get  resources  to  change  people's  lives 
in  a  positive  way.  How  do  we  get  results  for  people. 

Mr.  Hembra.  Right. 

Mr.  Porter.  If  we're  going  to  look  at  the  data  you  suggested,  it 
seems  to  me  we're  going  right  back  to  where  we've  been,  and  that 
is  not  a  good  place  to  be. 

Mr.  Hembra.  Oh,  no.  In  fact,  I  think  if  you  look  at  the  welfare 
reform  legislation  and  the  requirements  placed  in  it  in  terms  of  in- 
formation, what  that  suggests,  what  the  recent  legislation  on  Medi- 
care suggests,  and  what  the  Results  Act  requires  is  this  Depart- 
ment and  other  Departments  to  really  go  back  and  revisit  the  type 
of  data  that  are  being  generated  that  will  position  them  to  be  able 
to  determine  whether  or  not  their  programs  are  working  as  in- 
tended and  whether  they  are  achieving  the  results  that  they  were 
seeking. 

That  is  not  the  situation  today.  I  think  the  Department  of  Health 
and  Human  Services  would  admit  to  you  that  it  does  not  have 
those  types  of  information  systems.  As  a  result,  while  I  think 
there's  going  to  be  an  honest  effort  on  the  part  of  the  Department 
to  develop  some  outcome  related  measures,  I  still  think  you're 
going  to  see  the  early  performance  plans  more  heavily  ladened  with 
process  and  output. 

Ms.  Steinhardt.  If  I  might  just  add.  Actually,  the  Department 
in  some  areas,  compared  to  other  Government  agencies,  is  further 
ahead  in  having  measurable  kinds  of  objectives.  The  Health  People 
2000  project  is  probably  a  model  in  many  respects  and  that  applies 
to  all  agencies  of  Government  who  play  a  part  in  achieving  those 
goals. 

But,  as  Rich  was  saying,  I  think  a  big  problem,  and  the  Depart- 
ment knows  it,  is  the  fact  that  they  just  don't  have  the  data  to  be 
able  to  track  against  all  of  those  objectives.  For  about  30  percent 
of  the  Healthy  People  2000  objectives  there  is  no  data  by  which 
they  can  measure  the  achievement  of  those  objectives. 

Mr.  Porter.  Well,  maybe  one  of  their  goals  and  part  of  their 
strategic  plans  ought  to  be  that  they  develop  the  systems  to  give 
us  that  data,  and  that  that  be  the  central  focus  of  what  their  plans 
aim  to  do. 

Ms.  Steinhardt.  And  to  its  credit,  the  Department's  strategic 
plan  actually  acknowledged  the  problems  with  the  kinds  of  infor- 
mation systems  they  have.  What  wasn't  in  the  plan  was  a  plan  for 
addressing  those  gaps. 

Mr.  Porter.  Now  I  know  what  my  opening  question  for  Donna 
Shalala  will  be.  [Laughter.] 

I  think  this  is  exactly  where  the  rubber  hits  the  road.  I  think  if 
you  aren't  aiming  at  the  right  target  and  you  don't  have  the  infor- 
mation to  tell  you  when  you  hit  it  or  not,  you're  going  off  in  the 
wrong  direction. 

Ms.  Steinhardt.  Exactly. 
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Mr.  Porter.  I  think  that  would  be  a  terrible  mistake  for  every- 
one. 

Let  me  go  on  to  the  next  question.  Due  to  multiple  programs  and 
subactivities  within  larger  programs,  it  is  almost  impossible  to  find 
out  how  much  the  Federal  Government  is  spending  on  such  activi- 
ties as  childcare,  disease  related  research,  health  services  for  chil- 
dren, or  virtually  any  other  specific  activity.  I  find  it  difficult  to  un- 
derstand how  a  secretary  can  assemble  a  budget  and  how  we  can 
appropriate  intelligently  without  that  specific  information.  What 
recommendations  has  GAO  made  to  assure  that  procedures  and 
systems  are  in  place  to  determine  that  this  essential  data  is  avail- 
able during  the  budget  process? 

Mr.  Hembra.  The  answer  is,  first  and  foremost,  you're  absolutely 
right.  I  think  this  is  critical  information.  Work  that  we  have  done 
in  GAO  for  several  years  would  suggest  there  were  recommenda- 
tions directed  at  trying  to  get  the  agency  moved  in  that  direction, 
with  more  specificity  to  the  resource  issue.  We  can  provide  you 
with  reports  that  would  show  you  that. 

I  think  probably  the  greatest  lever  that  has  been  put  in  place  to 
force  the  agencies  to  finally  do  that  is,  once  again,  contained  in  the 
Results  Act.  Part  of  the  critical  piece  of  information  is  the  resource 
question.  The  Results  Act,  in  fact,  is  a  budgeting  tool.  It  is  quite 
appropriate  for  appropriations  committees  to  be  a  key  point  of  over- 
sight with  regard  to  the  Results  Act  because,  if  it  is  working  prop- 
erly, you  should  be  able  to  demand  and  get  from  the  Department 
that  information  with  that  degree  of  specificity. 

Now,  it  remains  to  be  seen  whether  the  discipline  is  there  yet. 
But  the  framework  is  in  place,  and  I  think  that's  important.  The 
Results  Act  I  think  recognizes,  both  with  the  strategic  plans  as  well 
as  the  annual  performance  plans,  that  this  is  going  to  evolve  over 
time  and  that  if  we  stay  on  the  departments,  they  should  continue 
to  get  better.  What  they  don't  have  this  year,  they'll  be  closer  to 
the  following  year,  and  the  year  after  that.  But  someone  has  to 
stay  on  them. 

Mr.  Porter.  I  would  like  to  right  now  ask  both  you  and  my  staff 
if  we  can't  make  this  annual  pre-hearing  review  with  GAO  perma- 
nent, in  the  sense  that  we  stay  with  you  and  you  stay  in  touch  with 
them  so  that  we  can  see  whether  we're  making  that  kind  of 
progress  and  have  the  right  questions  to  ask  them  when  their  hear- 
ings occur.  Because  I  think  if  we  don't  do  that,  we'll  lose  it  in  our 
procedures  and  they  will  simply  ignore  it.  I  don't  want  that  to  hap- 
pen, obviously.  In  other  words,  I  would  like  to  make  this  an  ongo- 
ing process.  Is  that  possible? 

Mr.  Hembra.  Well,  it's  not  only  possible,  it's  going  to  happen. 
GAO  is  integrating  the  Results  Act,  the  Clinger-Cohen  Chief  Fi- 
nancial Officers  Act,  all  of  the  management  pieces  of  legislation 
that  have  been  created  over  the  last  few  years,  integrating  them 
into  what  we  call  our  issue  area  work.  So  for  the  agencies  that  you 
have  responsibility  for  and  that  I  have  responsibility  for,  you  will 
see  that.  And  we  would  be  in  a  position  at  any  point  in  time, 
whether  it  is  done  annually  or  more  frequently,  to  be  able  to  sit 
down  and  talk  about  where  HHS  is,  where  the  Department  of 
Labor  is,  and  where  the  Department  of  Education  is. 

Mr.  Porter.  That's  wonderful. 
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Mr.  Hembra,  I've  been  particularly  concerned  with  the  PATH  au- 
dits which  deal  with  the  criteria  and  supporting  documentation 
that  must  be  submitted  to  allow  teaching  physicians  to  bill  for 
services  under  Medicare.  One  of  the  realizations  I  come  to  is  that 
there  is  a  substantial  variation  in  the  definition  of  benefits,  docu- 
mentation requirements,  and  the  enforcement  of  rules  from  Medi- 
care carrier  to  Medicare  carrier.  This  variation  is  not  only  a  char- 
acteristic plaguing  the  PATH  audits,  it  seems  to  pervade  all  deci- 
sions made  by  local  carriers  and  intermediaries. 

How  can  we  sustain  a  national  Medicare  program  in  which  a 
service  is  reimbursed  in  some  areas  and  not  in  others,  where  there 
is  wide  variations  in  documentation  requirements,  and  in  which 
each  carrier  or  intermediary  has  broad  discretion  to  interpret  the 
rules? 

Mr.  Scanlon.  We  are  actually  doing  some  work  on  the  PATH 
audit  now  for  the  House  Ways  and  Means  Health  Subcommittee 
looking  into  part  of  the  issue  that  you've  raised,  which  is  the  dif- 
ferences in  regional  interpretations  of  the  Medicare  statute. 

We  started  Medicare  with  the  idea  that  we  weren't  going  to 
interfere  with  the  local  practice  of  medicine,  and,  therefore,  en- 
dowed within  the  contractors  certain  discretion.  While  the  goal  of 
not  interfering  with  the  local  practice  of  medicine  is  admirable, 
there  are  times  at  which  we  need  to  consider  the  balance  that 
comes  about  through  standardization.  We  have  at  various  times 
pointed  that  out  and  encouraged  the  Health  Care  Financing  Ad- 
ministration to  consider  what  they  can  learn  from  the  practices  of 
different  contractors  and  to  disseminate  that  information  nation- 
wide so  that  we  would  have  a  more  reasonably  balanced  program. 

There  are  some  efforts  underway  of  that  type,  but  not  nearly  as 
much  as  we  think  there  should  be.  The  PATH  audits  I  think  illus- 
trate some  of  the  consequences  of  the  differences  in  information 
that  come  from  the  carriers.  As  you  know,  the  General  Counsel  of 
the  Department  recommended  that  a  certain  number  of  the  audits 
be  stopped  because  basically  the  providers  had  been  confused  by  in- 
formation that  they  received  from  the  contractors. 

Mr.  Porter.  Absolutely. 

It  is  particularly  difficult  to  establish  performance  measures  for 
science.  I  would  be  interested  in  your  views  on  that  subject.  At  the 
subcommittee's  direction,  NIH  has  completed  a  review  of  its  overall 
administrative  and  support  processes  and  costs.  Are  you  familiar 
with  this  review?  What  is  your  reaction  to  it?  What  role  should  ad- 
ministrative standards  of  performance  play  in  an  overall  perform- 
ance plan? 

Mr.  Hembra.  Let  me  first  speak  to  the  issue  of  performance 
measures  in  a  research  environment.  I've  been  thinking,  as  many 
have,  about  how  you  pull  that  off.  I  think  it  is  recognized,  it  was 
recognized  when  the  legislation  was  created,  that  probably  perhaps 
the  greatest  challenge  in  terms  of  developing  performance  meas- 
ures would  be  found  in  trying  to  develop  them  for  the  research 
community.  There  have  been  a  lot  of  folks  that  have  looked  at  it. 
I  think  the  good  news  is  the  National  Academy  of  Science,  the  Na- 
tional Academy  of  Engineering,  the  Institute  of  Medicine  currently 
has  a  project  underway  that  was  started  last  month  and  is  sup- 
posed to  conclude  a  year  from  now  that  will  address  that  issue  and, 
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hopefully,  finally  shed  some  light  on  how  to  get  at  outcome  related 
measures  in  research. 

In  the  interim,  we  should  not  give  the  research  community  a 
break  and  say  don't  worry  about  performance  measures,  let's  wait 
and  see  what  the  National  Academy  has  to  say.  I  think  what  you 
have  to  look  at  is  the  type  of  research  you're  talking  about — basic, 
applied — and  perhaps  early  on  be  satisfied  more  with  output  and 
process  related  measures  until  we  can  work  through  some  common 
definitions  and  framework  for  developing  outcome  measures.  But  in 
looking  at  the  paper  on  the  project  that  is  now  underway,  I  think 
it's  going  to  be  able  to  shed  a  lot  of  light  on  that.  But  we  could  be 
a  year  from  knowing  how  best  to  frame  the  outcome  related  meas- 
ures associated  with  research. 

Mr.  Porter.  Mrs.  Northup,  if  you  have  questions,  just  seek  rec- 
ognition and  I'll  be  happy  to  recognize  you. 

Mrs.  Northup.  I  do  have  one,  Mr.  Chairman. 

Mr.  Porter.  Please. 

Mrs.  Northup.  I  have  a  final  question  about  the  fraud  and  abuse 
questions.  How  would  you  suggest  that  the  Secretary  proceed?  As 
we  implement  public  policy  based  on  waste  and  abuse,  that  then, 
of  course,  comes  back — there  are  always  going  to  be  people  in  the 
system  who  have  the  very  difficult  stories  as  you  try  to  apply 
standards,  I  guess  I'd  say.  I'll  give  you  an  example. 

Last  year,  in  the  Balanced  Budget  Act  we  changed  the  standards 
for  home  health  care.  I  believe  those  were  based  on  GAO's  and  the 
Inspector  General's  recommendations  from  HHS.  Today,  in  many  of 
our  districts,  we  have  people  that  are  complaining  about,  for  exam- 
ple, the  venipuncture  requirement.  Would  you  just  say  we  made  a 
mistake  there  and  that  we  should  change  it?  Is  it  that  that  stand- 
ard was  sort  of  the  gate  that  opened  up  for  the  great  expansion  of 
home  health  and  we  should  hold  our  ground?  How  do  you  proceed? 
Would  you  make  any  recommendations,  since  our  original  bill  was 
based  on  some  of  GAO's  recommendations. 

Mr.  Hembra.  Let  me  make  a  general  comment  and  then  Bill  can 
jump  in  with  more  specifics.  There  was  a  lot  of  thought  given  to 
the  provisions  worked  into  both  the  Health  Insurance  Portability 
and  Accountability  Act  of  1996  and  the  Balanced  Budget  Act,  and 
we  appreciate  very  much  that  our  work  was  reflected  in  those  pro- 
visions. I  will  tell  you  that  some  of  GAO's  work  that  was  reflected 
in  the  legislation  reflected  recommendations  that  we  had  made  as 
much  as  a  decade  ago — as  much  as  a  decade  ago — that  the  Depart- 
ment did  not  act  on. 

So,  if  you  want  to  do  something  about  the  vulnerability  with  re- 
gard to  fraud,  waste,  and  abuse,  the  Department  has  to  take  the 
lead.  The  Department  should  not  be  sitting  back  waiting  to  learn 
that  you  have  a  situation  in  Medicare  where  you  could  be  losing 
tens  of  billions  of  dollars  a  year  and  then  have  someone  legislate 
that  they  take  action,  first  and  foremost. 

Mrs.  Northup.  Let  me  make  sure  I  understand  your  point.  Is 
your  point  that  the  gate  got  open,  the  expectations  became  higher 
and  higher  that  we  would  fund  services,  and  that  now  as  we  try 
to  retract  them  in  an  area  that  it  is  harder  to  do  without  them? 

Mr.  Hembra.  I  think  we're  learning  that  in  an  attempt  to  fix  a 
problem,  especially  when  it  comes  with  regard  to  health,  that  often- 
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times  when  you  allow  a  benefit  people  are  going  to  figure  out  ways 
to  take  advantage  of  it  in  a  monetary  sense  and  you're  going  to 
have  to  go  back  and  revisit  it. 
Bill,  do  you  want  to  talk  about  that? 

Mr.  SCANLON.  Yes.  I  think  you've  hit  upon  an  aspect  of  this, 
which  is  the  fact  that  the  benefit  expanded  greatly  and  it  is  always 
difficult  to  reduce  something  after  that's  occurred.  Medicare  never 
intended  to  be  providing  a  long-term  care  benefit.  That  was  very 
clear  from  the  original  legislation  and  how  the  program  operated 
through  1989.  At  that  point  in  time,  as  a  result  of  a  court  case, 
there  were  restrictions  placed  on  Medicare's  review  of  claims  and 
the  result  was  we've  had  an  incredible  expansion  of  services. 

Including  people  that  will  be  affected  by  this  provision  in  the 
Balanced  Budget  Act  are  people  whose  only  need  for  a  skilled  serv- 
ice is  that  they  have  blood  drawing,  and  then  by  virtue  of  having 
that  need,  which  may  happen  only  once  a  month  or  once  every  six 
weeks,  they  are  entitled  to  aides  services  several  times  a  week.  The 
issue  here  is  that  they  are  maybe  in  need  of  the  aides  services  but 
they  are  not  in  need  of  very  much  in  the  way  of  skilled  care.  They 
have  a  very  limited  sort  of  need  for  skilled  care.  And  bringing  them 
into  Medicare  seems  to  be  somewhat  contrary  to  the  original  intent 
of  the  legislation.  So,  in  some  respects,  you  are  restoring  some  of 
that  original  purpose  behind  the  home  health  rules. 

Frankly,  we  are  looking  now  into  the  question  of  how  many  peo- 
ple have  only  the  need  for  venepuncture  as  a  skilled  service.  Be- 
cause if  you  think  about  it,  an  individual  who  is  supposed  to  be  eli- 
gible for  home  health  services  is  homebound.  They  are  people  that 
have  conditions  that  are  serious  enough  to  restrict  their  ability  to 
leave  home.  And  if  the  only  sort  of  skilled  service  they  need  is 
venepuncture,  it  suggests  something  about  their  condition  that  we 
don't  quite  understand.  We  think  that  most  people  that  are  home- 
bound  are  probably  going  to  have  other  skilled  needs  as  well.  So 
we're  not  really  sure  of  the  magnitude  in  terms  of  the  number  of 
people  that  are  not  going  to  get  services  any  longer  under  Medicare 
because  of  this  provision. 

Mr.  Porter.  Thank  you,  Mrs.  Northup. 

Mr.  Hembra  or  Mr.  Scanlon,  you  indicate  that  inherent  in  Medi- 
care's fee-for- service  program  is  the  risk  that  some  providers  will 
deliver  more  services  than  necessary.  Could  you  describe  exactly 
what  you  mean  by  that  statement. 

Mr.  Scanlon.  It  has  been  perceived  that  the  incentive  under  a 
fee-for-service  system  where  you're  paid  for  every  service  that  you 
provide,  and  where  the  customer,  in  this  case  the  beneficiary,  has 
very  limited  obligations  in  terms  of  the  cost  they're  going  to  pay, 
that  a  provider  can  ask  you  to  come  back  for  additional  visits,  can 
offer  to  do  additional  tests,  and  you  as  a  consumer  are  going  to  be 
much  less  likely  to  question  the  need  for  those  kinds  of  services. 
So  it's  not  just  a  question  of  Medicare,  but  it's  a  question  of  all  of 
health  care. 

We've  organized  a  system  where  we  pay  every  provider  for  every 
service  that  they  offer  and  we  don't  have  consumers  be  sensitive 
to  the  costs  of  those  services.  Now  in  fairness  to  consumers,  we 
have  to  deal  with  the  reality  that  most  of  us  do  not  have  the  infor- 
mation to  challenge  a  physician  about  a  recommendation  for  a 
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service  because  we  do  not  have  the  knowledge  whether  or  not  a 
service  is  truly  needed  in  our  circumstance. 

Mr.  Porter.  Could  you  then  make  the  argument  that  many  of 
the  findings  of  GAO  and  the  Inspector  General  concerning  waste, 
fraud,  and  abuse  are  not  the  result  of  executive  branch  manage- 
ment failures  but  are  inherent  in  the  structure  of  the  program 
itself? 

Mr.  Scanlon.  The  fee-for-service  system  certainly  encourages 
people  to  test  the  limits  in  terms  of  submitting  claims  for  services 
that  are  either  wasteful,  fraudulent,  or  abusive.  The  issue  is  in  rec- 
ognizing that  as  an  inherent  part  of  the  structure  of  the  program, 
it  becomes  the  executive  branch's  responsibility  to  try  and  put  in 
the  safeguards  to  detect  as  many  of  those  fraudulent  or  abusive 
claims  as  you  possibly  can. 

The  other  thing  that  is  happening  today — — 

Mr.  Porter.  Are  they  doing  that  now? 

Mr.  Scanlon.  We  don't  think  they're  doing  it  nearly  as  much  as 
they  should.  One  of  the  positive  things  that's  happened  over  the 
last  two  years  is  the  passage  of  the  Health  Insurance  Portability 
and  Accountability  Act  and  the  Balanced  Budget  Act  which  not 
only  gives  the  department  sort  of  guaranteed  funding  for  trying  to 
prevent  fraud  and  abuse,  but  also  gives  them  some  new  authorities 
in  terms  of  being  able  to  gather  information  from  providers  and 
being  able  to  impose  penalties  on  providers.  That  should  be  helpful. 
These  kinds  of  things  would  be  potentially  effective  in  reducing 
some  fraud  and  abuse. 

Mr.  Porter.  This  would  go  something  like  if  a  particular  pro- 
vider is  providing  a  volume  of  services  quite  different  from  what 
the  average  provider  does,  then  you  begin  to  look  into  why  is  this 
so? 

Mr.  Scanlon.  That's  correct.  We  have  argued  on  many  occasions 
that  the  targeting  of  reviews  on  providers  who  are  aberrant  in 
terms  of  the  claims  that  they  submit  is  really  a  very  cost-effective 
way  to  identify  providers  who  are  participating  in  fraudulent  or 
abusive  activities. 

One  of  the  problems  for  Medicare  is  that  the  volume  of  claims 
that  are  being  reviewed  to  determine  whether  the  services  were 
medically  necessary  has  dropped  dramatically.  In  the  case  of  home 
health,  in  the  mid-1980s  we  used  to  review  60  percent  of  the  claims 
being  submitted.  Today,  we  review  about  2  percent  of  the  claims 
being  submitted.  In  reviewing  them,  the  follow-up  may  be  that  the 
claim  is  simply  returned  to  the  provider.  It  is  not  an  issue  of  that 
becomes  then  sort  of  a  marker  that  we  need  to  be  vigilant  about 
this  provider,  it  is  simply  that  the  provider  didn't  get  paid  for  that 
claim  but  on  another  claim  that's  equally  abusive  the  provider 
would  potentially  be  paid  98  percent  of  the  time. 

Mr.  Porter.  Why  don't  we  privatize  this  and  allow  the  private 
sector  to  uncover  the  fraud  and  keep  a  percentage  of  it? 

Mr.  Scanlon.  Well,  we  in  some  respects  have  privatized  the  re- 
view function  with  respect  to  having  hired  the  contractors  to  ad- 
minister the  program.  One  of  the  things  that  we've  argued  is  that 
the  contractors  need  to  be  held  more  accountable  for  performance 
standards  that  we  would  like  them  to  achieve.  And  the  ability  to 
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detect  fraudulent  and  abusive  claims  should  be  one  of  those  per- 
formance standards. 

One  of  the  advantages  of  GPRA  is  if  we  start  to  take  the  system- 
atic view  of  the  operations  of  not  only  the  Department,  but  of  the 
Health  Care  Financing  Administration,  that  we  establish  the  per- 
formance goals  and  that  they  will,  in  turn,  sort  of  require  us  to  es- 
tablish performance  goals  for  entities  like  the  contractors  and  they 
will  have  to  be  held  accountable  if  the  Department  is  to  succeed  in 
terms  of  what  its  goals  are. 

Mr.  Porter.  The  only  reason  I  raised  that  particular  question  is 
I  talked  to  a  private  sector  individual  and  he  believes  that  he  can 
review  some  twenty  times  as  much  as  is  being  reviewed  right  now 
if  he  can  be  allowed  to  be  compensated  on  the  basis  of  how  much 
fraud  he  finds.  That  seemed  to  me  to  be  a  pretty  good  deal  for  ev- 
eryone— except  for  the  people  who  are  defrauding  the  Government. 
I  don't  know  the  truth  of  this,  obviously,  but  it  seemed  intriguing 
to  me.  We  might  be  able  to  privatize  some  of  this  and  do  much  bet- 
ter. 

Mr.  Scanlon.  It  is  certainly  a  possibility.  One  of  the  things  that 
weVe  looked  into  is  the  issue  of  commercial  software  that  is  used 
to  detect  patterns  of  abusive  claims  or  aberrant  claims  that  then 
need  following  up  on.  We've  recommended  that  HCFA  pursue  the 
use  of  that  commercial  software  in  the  Medicare  program.  They've 
tested  it  and  found  that  it  could  be  successful,  yet  they  have  not 
yet  adopted  that  kind  of  software.  We  think  it  is  something  that 
is  potentially  useful. 

One  of  the  concerns  that  is  expressed  at  times  about  being  ag- 
gressive in  this  regard  is  that  there  is  a  lot  of  gray  area  in  terms 
of  what  is  a  medically  necessary  service,  and  that  as  HCFA  be- 
comes aggressive,  providers  who  in  all  sincerity  believe  that  a  serv- 
ice is  appropriate  are  going  to  be  forced  to  justify  each  and  every 
service.  The  concern  would  be  sort  of  what  kind  of  an  outcry  will 
you  hear  from  them  in  that  kind  of  a  circumstance. 

Mr.  Porter.  Mr.  Hembra,  many  of  the  concerns  you  raise  with 
respect  to  HCFA  and  other  areas  in  the  Department  are  expensive 
to  address.  Information  systems  to  improve  management  effective- 
ness in  Medicare  and  Medicaid  and  to  track  the  implementation  of 
programs  such  as  TANF  are  costly.  Implementation  of  new  pro- 
grams such  as  welfare  reform  and  recent  significant  changes  to 
Medicare  are  also  expensive. 

Is  it  your  view  that  these  concerns  can  be  met  within  existing  re- 
sources provided  by  the  subcommittee  in  salary  and  expense  ac- 
counts? If  you  think  they  can  be  carried  out  within  existing  re- 
sources, can  you  tell  us  what  the  agencies  are  now  doing  that  they 
can  stop?  And  if  you  feel  they  need  more  funding,  can  you  tell  us 
how  much? 

Mr.  Hembra.  It  seems  like  a  fairly  simple  question.  [Laughter.] 
No,  we  can't,  not  at  this  point  in  time.  I  think  the  more  impor- 
tant issue  is  how  the  Department  is  coming  before  you  and  justify- 
ing what  its  needs  are.  I  know  Bill  can  speak  to  what's  happening 
with  HCFA,  especially  with  the  additional  authorities  that  have 
been  laid  on  that  with  regard  to  HIPAA  and  BBA. 

But  generally  speaking,  if  we  are  really  serious  about  more  effi- 
cient and  effective  management  in  the  Federal  Government,  if  we 
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recognize,  as  HHS  does,  that  it  has  an  information  systems  prob- 
lem and  in  order  for  it  to  really  begin  to  shift  from  just  how  many 
people  have  we  written  a  welfare  check  for  and  how  many  people 
have  we  paid  for  health  care  service  to  understanding  and  giving 
focus  to  outcomes,  we  have  to  have  that  information.  There  has  to 
be  a  strategy  that  the  Department  has  in  place  to  help  you  under- 
stand what  its  approach  is  going  to  be  to  position  that  Department 
to  have  the  information  systems  it  needs.  It  is  not  something  that 
has  been  done  in  the  past.  It  is  not  something  that  has  been  well- 
thought  through.  I  think,  as  a  result,  no  one  is  in  a  position  right 
now  to  give  you  that  answer. 

I  think  that's  unfortunate.  I  think  that  says  something  about  the 
management  of  the  Department.  If  the  Department  is  that  depend- 
ent, which  it  is,  on  information  that  is  reliable,  accurate,  timely, 
and  consistent,  especially  with  regard  to  the  demands  of  informa- 
tion that  is  going  to  be  generated  up  from  States  and  localities,  the 
Department  should  be  in  a  position  to  do  that. 

Now  to  its  credit,  I  think  with  what  has  happened  with  the  Medi- 
care Transaction  System  that  it  is  rethinking  and,  in  fact,  putting 
together  a  strategy  for  how  to  turn  things  around  on  its  informa- 
tion systems.  But  I  don't  think  it  has  a  price  tag  to  give  you.  And 
it  is  certainly  something  though  that  they  should  be  able  to  do. 

Ms.  Steinhardt.  Can  I  just  add.  It  actually  relates  to  your  first 
question  to  Secretary  Shalala.  Part  of  this  is  just  the  cost  of  moving 
to  a  results  oriented  focus  now  in  Government.  All  the  systems,  no 
matter  how  well  or  poorly  they  now  work,  all  of  the  major  adminis- 
trative systems  that  the  Department  has  have  been  really  oriented 
to  tracking  inputs  and  outputs  not  results.  So  it  really  requires  a 
whole  different  kind  of  sets  of  information.  And  even  where  the  De- 
partment now  has  some  excellent  data  sources,  data  sets,  they  are 
usually  on  a  national  basis  so  there  isn't  the  kind  of  iriformation 
that  you  would  need  to  be  able  to  focus  in  on  a  particular  area  and 
look  at  results  there. 

So,  it  is  a  huge  challenge  for  the  Department,  but  it  is  not 
unique.  It  is  going  to  be  a  big  challenge  for  the  entire  Federal  Gov- 
ernment. If  you  look  at  private  industry,  this  is  exactly  what  is 
happening  there  as  companies  have  to  invest  now  their  capital 
needs  in  information  systems  because  this  is  the  way  we're  now 
managing  in  this  country,  in  the  world. 

Mr.  Porter.  Thank  you. 

You  indicate  in  your  testimony  that  Head  Start  is  an  example  of 
the  difficulty  in  implementing  the  Results  Act  for  certain  types  of 
grant  programs.  You  indicate  that  Head  Start  was  designed  for 
maximum  local  autonomy  and  the  data  reported  to  the  Department 
is  self-reported.  I  gather  from  your  testimony  that  much  of  the  data 
reported  is  input;  i.e.,  the  meeting  of  standards.  Of  course,  the  ulti- 
mate test  is  how  well  Head  Start  students  do  in  school  years  after 
they  graduate  from  the  program.  Measuring  these  outcomes  in- 
volves major  efforts  to  track  students,  develop  measures  of  success, 
and  to  create  methodologically  sound  control  groups. 

Given  GAO's  strong  support  for  the  Results  Act,  can  you  give  the 
subcommittee  some  indication  of  how  GAO  recommends  the  agency 
approach  these  difficult  issues,  and  how  much  it  will  cost  to  obtain 
such  information  in  a  timely  manner? 
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Mr.  Hembra.  A  couple  of  years  ago  we  went  back  and  began  to 
revisit  Head  Start  as  an  expensive  program,  one  that  is  viewed  as 
one  of  the  most  successful  Federal  Government  programs,  a  very 
popular  program,  serves  a  lot  of  young  kids,  and  most  people  view 
it  as  successful.  When  you  look  at  the  evaluations  that  have  been 
done  of  the  Head  Start  program,  little,  if  any,  were  impact  evalua- 
tions. We  have  a  report  that  we  issued  I  think  within  this  last 
year,  Mr.  Chairman,  and  we  can  provide  you  a  copy,  where  we  dis- 
cussed and  actually  had  an  interesting  discussion  that  is  contained 
in  the  report  with  the  Department  with  regard  to  the  importance 
of  impact  evaluations. 

[The  referred  to  information  can  be  found  in  the  Committee 
files.] 

Mr.  Hembra.  They  strongly  disagreed.  I  think  the  reason  the  De- 
partment disagreed  with  the  importance  we  were  placing  on  them 
building  into  their  evaluation  package  impact  evaluations  was  that 
it  was  difficult  setting  up  control  groups  and  evaluating  that  pro- 
gram over  a  period  of  time,  tracking  kids,  and  coming  up  with  the 
right  outcome  measures  to  determine  whether  or  not  that  program 
really  makes  a  difference. 

Since  that  time,  there  are  a  couple  of  evaluations  now  ongoing, 
which  we  can  provide  you  with  some  information  for  the  record, 
that  hopefully  will  shed  a  little  bit  more  light  on  it.  But  right  now 
there  is  not  a  good  research  base  there  that  can  tell  you  what  the 
impact  of  Head  Start  has  been.  And  these  types  of  evaluations  are, 
by  the  way,  quite  expensive  also  and  they  take  a  lot  of  time. 

[The  information  follows:] 

Mr.  Hembra.  According  to  Head  Start,  the  Family  and  Child  Experiences  Survey 
project  will  provide  information  on  the  overall  effectiveness  of  Head  Start  by  collect- 
ing data  to  assess  childrens'  cognitive,  physical,  emotional,  and  social  development 
and  parents'  goals  in  becoming  economically  and  socially  self-sufficient.  Data  will  be 
collected  from  a  sample  of  2,400  families  with  children  enrolled  in  160  randomly  se- 
lected centers  in  40  Head  Start  programs  across  the  country.  Data  will  be  collected 
through  a  variety  of  methods,  including  assessments,  questionnaires  and  interviews. 

Four  Quality  Research  Centers  (QRC),  located  in  four  different  universities  across 
the  country,  make  up  the  Head  Start  Quality  Research  Consortium.  Each  QRC  is 
involved  in  two  research  initiatives:  (1)  to  link  quality  practices  in  Head  Start  pro- 
grams to  outcome  measures  and  to  subsequently  develop  new  instruments  for  meas- 
uring outcomes  and  (2)  a  center-specific  initiative  reflecting  that  center's  individual 
expertise. 

Mr.  Porter.  On  the  other  hand,  the  program  is  very  expensive. 
If  you  don't  evaluate  it,  you  don't  know  whether  the  money  is  get- 
ting you  anywhere. 

Mr.  Hembra.  That's  exactly  what  our  report  says. 

Mr.  Porter.  Oh,  good.  We  agree  on  that. 

Ms.  Steinhardt.  When  we  looked  at  a  number  of  the  training 
programs  that  are  funded  under  Title  VII  and  VIII  of  the  Public 
Health  Service  Act,  these  are  health  professions  training  programs, 
we  found  that  6  of  23  programs  that  were  established  before  1990 
have  never  been  evaluated.  There  are  a  number  of  programs  that 
do  receive  evaluations,  but  it  is  not  built  in  to  the  way  that  the 
agency  does  its  business. 

Mr.  Porter.  Do  you  recall  which  six  those  are? 

Ms.  Steinhardt.  No.  I  could  find  out  for  you. 

Mr.  Porter.  Could  you  provide  it  to  us?  We  would  be  interested. 

Ms.  Steinhardt.  Sure. 
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[The  information  follows:] 

Ms.  Steinhardt.  The  following  programs  established  prior  to  1990  have  not  been 
evaluated: 

(1)  Grants  for  Programs  for  Physician  Assistants 

(2)  Exceptional  Financial  Need  Scholarships 

(3)  Financial  Assistance  to  Disadvantaged  Health  Professions  Students 

(4)  Health  Professional  Student  Loan  Program 

(5)  Centers  of  Excellence 

(6)  Faculty  Development  for  General  Internal  Medicine  and  General  Pediatrics 

Mr.  Porter.  Essentially,  all  of  the  activities  within  HHS  funded 
in  this  bill  are  grants  to  States,  localities,  universities,  or  not-for- 
profit  organizations.  Your  testimony  indicates  many  of  the  difficul- 
ties which  exist  when  a  Department  mission  is  carried  out  through 
broad-based,  flexible  grant  programs.  Can  you  discuss  the  kinds  of 
measures  proposed  by  the  Administration  for  programs  such  as  the 
Social  Services  block  grant,  the  Maternal  and  Child  Health  block 
grant,  and  the  Preventive  Health  block  grant. 

If  you  are  not  satisfied  with  these  measures,  what  effectiveness 
measures  would  you  recommend?  And  how  would  you  propose  to 
gather  the  data?  Mr.  Hembra,  is  it  not  true  that  the  paperwork 
and  reporting  requirements  would  increase  substantially  and  the 
flexibility  of  these  grants  would  decline  markedly  if  specific  out- 
come measures  were  to  be  defined  by  the  Federal  Government  and 
measured  in  a  methodologically  rigorous  manner? 

Mr.  Hembra.  Let  me  make  a  couple  points.  First,  and  it  goes 
back  to  a  discussion  with  Mrs.  Northup,  that  on  those  types  of 
grants  you  have  to  seek  a  balance  between  providing  flexibility  and 
building  in  accountability.  And  so  to  a  certain  extent  does  it  impose 
some  burden?  The  answer  is  yes.  But  we're  talking  about  a  lot  of 
money  and  I  think  that  if  States  and  localities  need  that  money, 
it  is  not  unreasonable  to  ask  that  they  work  with,  as  a  stakeholder, 
the  Department  in  defining  what  would  be  acceptable  in  terms  of 
measurements  and  what  is  acceptable  in  terms  of  providing  infor- 
mation to  help  measure  whether  or  not  they  are  working  towards 
the  goals. 

So  this  is  not  something  that  you  should  expect  the  Department 
to  be  doing  unilaterally.  That's  the  whole  purpose  of  the  Results 
Act  is  that  you  involve  your  stakeholders  so  that  what  ultimately 
comes  out  does  not  smack  of  being  onerous  on  one  particular  stake- 
holder. Everyone  has  to  be  in  the  game.  But  none  of  us  should  sit 
here  and  suggest  or  think  that  meeting  the  requirements  of  the  Re- 
sults Act  is  going  to  be  an  easy  road  for  anyone.  It  forces  discipline. 
It  forces  discipline  that  has  not  been  there  before.  And  it  does  im- 
pose some  burden.  But  I  think  with  the  money  that  is  at  stake,  the 
obligation  we  have  to  the  taxpayer,  those  that  question,  those  that 
were  behind  to  some  extent  the  creation  of  the  Results  Act  was 
that  frustration  that  no  one  knew  what  was  happening.  So  I'm  not 
sure  that's  an  unreasonable  burden,  especially  if  it  is  done  consist- 
ent with  the  Results  Act  where  stakeholders  are  working  together 
to  resolve  those  issues. 

Mr.  Porter.  You  indicated  that  the  Centers  for  Disease  Control 
and  Prevention  has  a  particularly  good  performance  plan.  What 
features  make  this  plan  so  good?  Are  there  elements  in  the  CDC 
mission  that  make  the  preparation  of  a  plan  pursuant  to  the  Re- 
sults Act  easier  relative  to  other  agencies? 
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Ms.  Steinhardt.  I'm  trying  to  think  about  this  because  we 
haven't  actually  evaluated  the  performance  plan  for  CDC.  The  re- 
sponsibilities that  CDC  has,  many  of  them  relate  to  the  kinds  of 
objectives  we  set  out  in  the  Healthy  People  2000  project.  So  I  think, 
as  I  said  before,  we  are  kind  of  a  step  ahead  there.  But  we  will  cer- 
tainly be  more  than  happy  to  share  the  results  of  our  assessment 
of  CDC's  plan  once  we're  finished  with  it. 

Mr.  Porter.  So  the  question  really  is  ahead  of  what  you  have  ac- 
tually evaluated? 

Ms.  Steinhardt.  Yes.  We're  not  quite  there  yet. 

Mr.  Porter.  All  right.  I  think  you've  done  an  excellent  job  for  us 
and  you've  certainly  given  us  many  questions  to  raise  with  the  De- 
partment that  have  to  be  raised.  I'm  very  encouraged  that  you  will 
be  working  with  us  to  keep  the  pressure  on  the  whole  process  be- 
cause I  think  you're  exactly  right,  that  if  we  don't  do  that,  it  is  sim- 
ply going  to  be  an  effort  that  will  come  and  go  and  mean  nothing. 
You  can  write  all  the  laws  you  want  and  all  the  regulations  pursu- 
ant to  those  laws,  but  if  you  don't  ever  see  that  they  are  carried 
out,  why  write  them  in  the  first  place? 

So  I  think  this  whole  effort  is  putting  pressure  in  the  right 
places.  Our  job  is  to  bring  very  direct  pressure  upon  the  depart- 
ments and  agencies  under  our  jurisdiction  and  see  that  they  follow 
through  and  that  they  develop  over  a  period  of  time — because,  as 
you  point  out,  it  is  not  easy  or  inexpensive  to  do  all  of  this — the 
kinds  of  measurements  where  we  can  tell  what  we  are  getting  for 
the  money  that  is  being  spent  and  whether  we  really  are  helping 
to  turn  the  corner  on  the  problems  that  people  face  in  our  society 
who  can't  otherwise  handle  them  themselves. 

So  we  thank  you  very  much  for  your  coming  here  today,  for  your 
extensive  work  in  reviewing  the  Department,  and  we  want  to  stay 
with  you  and  make  sure  that  this  works  in  the  long  term  sense. 
Thank  you  so  much. 

Mr.  Hembra.  Thank  you  very  much. 

Mr.  Porter.  The  subcommittee  stands  in  recess  until  10:00  a.m. 
on  Tuesday. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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RELIABLE  DATA 

Ms.  Northup:  Last  year,  this  Congress  focused  on  what  is  reliable  data  in 
agencies  but  specifically  the  need  for  reliable  and  replicable  research.  Too  many 
programs  are  developed  without  a  scientific  background,  causing  one  to  wonder  as 
to  the  effectiveness  of  the  program.  This  is  true  for  programs  throughout  many  of 
our  agencies.  Please  comment  on  whether  you  believe  the  programs  within  HHS 
are  based  on  data  which  is  sound  and  reliable. 

Mr.  Hembra:  We  reported  that  many  evaluations  of  HHS  programs  by  the 
Department,  its  Office  of  Inspector  General,  and  us  have  raised  questions  of 
whether  reliable  program  evaluations  had  been  completed  for  the  programs.  For 
example,  many  of  these  evaluations  have  pointed  out  that  programs  do  not  gather 
data  necessary  to  evaluate  their  overall  effectiveness.  Other  evaluations  have 
pointed  out  the  absence  of  systems  to  produce  reliable  performance  and  cost  data 
needed  to  set  goals,  evaluate  results,  and  improve  performance.  Several 
evaluations  by  HHS  and  us,  for  example,  have  pointed  out  the  inability  of  the 
Department's  health  care  shortage  area  to  target  over  $1  billion  spent  by  over  30 
programs  each  year  to  alleviate  medical  underservice.  In  addition,  the  midpoint 
evaluation  of  Healthy  People  2000  reported  that  insufficient  data  existed  to 
measure  progress  for  over  one-fourth  of  the  initiative's  300  objectives. 

Ms.  Northup:  What  type  of  scientific  standards  should  be  required  by 
Congress,  prior  to  HHS  continuing  administrative  action? 

Mr.  Hembra:  While  assessing  program  effectiveness  is  very  complex,  the 
Congress  could  encourage  HHS  to  make  better  use  of  the  data  it  has  before  making 
program  decisions. 

PHYSICIAN  PLACEMENT 

Ms.  Northup:  I  am  concerned  about  your  review  of  the  placement  of 
physicians  which  have  oversupplied  some  communities  and  states  while  other 
areas  have  received  no  providers.  Similarly,  it  is  of  some  concern  that  in  the 
health  professional  education  and  training  programs  HHS  cannot  evaluate 
appropriate  information  to  identify  the  needs  of  the  nation's  supply  or  distribution 
of  physicians.  You  have  made  some  recommendations  to  address  these  concerns. 
What  has  the  agency  done  in  this  regard? 

Mr.  Hembra:  We  reported  that  for  the  National  Health  Service  Corps  program 
alone,  at  least  22  percent  of  shortage  areas  receiving  National  Health  Service  Corps 
providers  in  1993  received  providers  exceeding  the  number  needed  to  remove 
federal  designation  as  a  shortage  area,  while  785  shortage  areas  requesting 
providers  received  no  providers  at  all.  Of  these  latter  areas,  143  had  requested  a 
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National  Health  Service  Corps  provider  for  3  years  or  more  but  received  none.  We 
recommended  that  the  Secretary  of  HHS  position  the  program  to  assist  as  many 
shortage  areas  as  possible  by  discontinuing  the  practice  of  placing  providers  in 
shortage  ai  sas  in  excess  of  identified  need  while  other  eligible  applicants  are 
underserved.  We  also  recommended  modifying  placement  criteria  to  include  a 
single  measure  of  need  that  (1)  counts  nonphysician  providers  and  National  Health 
Service  Corps  providers  currently  in  service  and  (2)  specifies  the  minimum  number 
of  providers  needed  to  relieve  shortages. 

When  our  report  was  issued  in  November  1995,  HHS  did  not  agree  with  our 
recommendation  to  discontinue  placing  providers  in  excess  of  identified  need  and 
to  develop  a  single  measure  of  need.  HHS  argued  that  placements  in  excess  of  the 
number  needed  to  remove  a  shortage  area  designation  were  important  in  providing 
communities  with  continuous  and  comprehensive  primary  care  and  to  enhance  the 
possibility  for  retaining  providers.  We  do  not  think  this  strategy  is  consistent  with 
the  main  purpose  of  the  program-to  eliminate  shortages  of  health  professionals  in 
shortage  areas. 

HHS  has  taken  some  actions  to  meet  the  needs  of  more  communities.  HHS 
limits  the  number  of  vacancies  at  a  given  practice  site  and  now  counts  the  National 
Health  Service  Corps  providers  currently  in  service,  including  nonphysician 
providers.  However,  the  Department  still  allows  more  providers  to  be  placed  than 
an  area  needs  to  remove  the  federal  shortage  area  designation. 

We  also  reported  that  HHS  has  not  gathered  the  information  necessary  to 
evaluate  the  effect  of  its  Title  VII  and  VIII  health  professions  education  programs 
on  changes  in  the  national  supply,  distribution,  or  minority  representation  of  health 
professionals  or  their  impact  on  access  to  care.  Evaluations  that  were  conducted 
could  not  be  generalized  to  determine  the  national  impact  in  these  areas.  Such  a 
relationship  was  difficult  to  establish  for  several  reasons,  including  (1)  the  wide 
variety  of  often  unrelated  objectives  which  the  programs  addressed,  and  (2)  the 
lack  of  clear  measurement  of  what  the  programs  were  accomplishing. 

One  problem  in  measuring  the  impact  of  the  health  professions  programs  on 
providers'  practice  locations  is  that  the  underlying  criteria  used  to  identify  some 
medically  underserved  communities  is  outdated  and  flawed.  For  example,  more 
than  half  of  the  locations  designated  as  underserved  may  be  invalid  because  the 
data  are  outdated  or  do  not  consider  a  significant  number  of  primary  care 
providers,  such  as  nurse  practitioners,  or  physician  assistants.  Without  valid 
criteria  and  data  against  which  to  measure  grantee  performance,  it  is  not  possible 
to  determine  whether  grantee  efforts  under  Title  VII  and  VUI  programs  are  needed 
and  will  be  successful,  or  if  other  federal  programs  would  be  more  appropriate. 
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HHS  agrees  that  the  underlying  criteria  used  to  identify  some  medically 
underserved  communities  are  outdated  and  flawed.  For  the  past  several  years, 
HHS  has  had  an  effort  under  way  to  revise  its  shortage  area  designation  systems. 
To  date,  however,  no  proposed  regulations  have  been  published. 

STATE  AND  LOCAL  PARTICIPATION 

Ms.  Northup:  Many  of  the  programs  administered  by  HHS  are  in  conjunction 
with  state  and  local  government,  and  you  mentioned  your  concern  that  it  is 
difficult  to  manage  and  obtain  access  to  data  which  is  reliable.  While  we  all  want 
programs  to  be  flexible  so  that  states  may  make  choices  best  for  them,  where  do 
you  believe  HHS  may  improve  to  better  control  these  programs?  Do  you  believe 
that  the  data  provided  from  states  is  consistent  from  state  to  state,  and  how  does 
the  agency  address  the  fact  that  states  may  provide  different  data? 

Mr.  Hembra:  As  we  noted  in  our  testimony,  in  administering  programs  that  are 
the  joint  responsibility  of  state  governments  or  that  involve  many  local  grantees, 
HHS  must  continually  balance  program  flexibility  with  oversight  and  mamtaining 
program  controls.  In  numerous  studies  we  have  expressed  concern  that  state  data 
necessary  for  meaningful  performance  measurement  are  not  comparable  from  state 
to  state  and  may  not  even  be  available.  For  example,  several  important  HHS 
programs  that  are  joint  federal-state  efforts,  including  Medicaid  and  TANF,  lack 
comparable  data  across  states.  The  Department  noted  in  its  strategic  plan  that 
solving  these  data  problems  is  one  of  its  major  challenges.  HHS  is  now  beginning 
to  pay  attention  to  this  issue  and  work  with  its  state  partners  to  address  it. 

YEAR  2000 

Ms.  Northup:  I  am  very  concerned  about  your  assessment  of  HHS  progress 
toward  meeting  Year  2000  requirements  and  what  this  will  mean  to  recipients  of 
Medicare  and  Medicaid.  When  was  the  HCFA  Chief  Information  Officer  hired  to 
address  the  technological  problems,  and  have  you  reviewed  any  of  his 
recommendations? 

Mr.  Hembra:  HCFA's  chief  information  officer  was  hired  on  September  29, 
1997  and  to  date,  we  have  not  followed  up  on  any  of  our  recommendations. 
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Tuesday,  March  3,  1998 


U.S.  DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

WITNESS 

hon.  donna  e.  shalala,  secretary,  u.s.  department  of  health 
and  human  services 

Introduction  of  Witness 

Mr.  Porter.  The  subcommittee  will  come  to  order.  Madam  Sec- 
retary, I  want  to  welcome  you  this  morning.  This  is  your  seventh 
appearance  before  the  subcommittee.  Dr.  Bowan  was  originally  our 
longest  serving  Secretary,  and  then  Dr.  Sullivan,  and  now  you  are 
the  longest  serving  Secretary,  and  I  think  that  is  wonderful,  and 
it  provides  a  good  deal  of  stability  to  the  Department.  And  I  think 
your  long  tenure  has  been  excellent  for  the  Department  and  for  the 
country.  You  have  done  a  wonderful  job  there. 

Secretary  Shalala.  Thank  you  very  much,  Congressman. 

Mr.  Porter.  We  look  forward  to  working  with  you  on  the  fiscal 
1999  budget. 

We,  I  think,  have  worked  well  together.  We  realize  this  is  going 
to  be  a  very  short  legislative  year  and  we  have  a  lot  of  work  to  do 
in  a  very  short  time.  And  as  always,  we  appreciate  the  cooperation 
of  you  and  your  Department,  and  Dr.  Williams,  who  serves  both  as 
an  invaluable  resource  for  the  subcommittee  and  also  a  strong  ad- 
vocate for  the  Department's  interests  and  concerns. 

I  want  to  congratulate  you  on  the  budget.  Obviously,  there  are 
areas  where  we  disagree.  I  will  have  to  give  you  my  short  sermon- 
ette  and  that  is,  it  looks  very,  very  unlikely  that  the  revenues  that 
the  President  has  put  in  his  budget  will  materialize  and  that 
means  that  a  good  deal  of  the  spending  that  is  supported  by  those 
revenues  is  going  to  be  very  difficult  to  achieve,  given  the  fact  that 
our  budget  allocation  will  probably  be  less  than  would  otherwise  be 
the  case. 

Let  me  also  comment  on  one  other  thing,  if  I  may,  before  you 
begin  your  statement,  and  that  is  the,  I  think,  irresponsible  pro- 
posal regarding  cancer  research;  not  that  it  isn't  necessary,  not 
that  it  isn't  of  extreme  importance,  but  I  think  it  leads  in  a  direc- 
tion that  I  have  tried  to  avoid  and  all  of  my  predecessors  on  both 
sides  of  the  aisle  have  tried  to  avoid,  and  that  is  setting  one  dis- 
ease against  another  in  the  context  of  NIH-funded  research. 

I  think  that  is  a  Pandora's  box  that  we  never  want  to  open,  and 
while  it  is  well  for  the  President,  for  you  and  the  Department  to 
say  this  is  a  priority,  I  think  the  way  it  has  been  presented  in  the 
budget  is  not  helpful  at  all,  and  it  would  lead  in  exactly  the  direc- 
tion I  think  we  have  to  avoid,  and  that  is  the  balkanization  of  the 
NIH  research  budget,  which  I  think  would  be  a  disaster  for  NIH 
and  for  the  country  and  for  research. 

(49) 
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Having  given  you  all  my  sermons  now,  I  would  be  delighted  if 
you  would  proceed. 

Opening  Statement 

Secretary  Shalala.  Thank  you  very  much,  Mr.  Chairman,  and 
thank  you  for  your  kind  words.  I  will  dispense  with  my  lengthy 
statement  and  read  a  much  shorter  statement. 

Let  me  say  at  the  beginning  of  my  full  testimony,  I  pay  tribute 
to  a  retiring  member  of  this  committee,  Congressman  Stokes.  As 
you  know,  and  as  I  have  noted  before,  I  have  known  Congressman 
Stokes  since  I  was  a  child.  My  mother  was  a  law  school  classmate 
of  his  in  Cleveland,  and  he  has  been  an  outstanding  member  of  this 
body  and  I  make  note  of  that  at  the  beginning  of  my  comments, 
and  I  did  want  to  say  it  even  though  he  is  not  here  today. 

I  am  very  pleased  to  appear  before  you  today  to  discuss  the 
President's  fiscal  year  1999  budget  for  the  Department  of  Health 
and  Human  Services.  Last  year,  we  spoke  at  great  length  about  the 
need  to  balance  the  budget.  The  President's  1999  budget  achieves 
that  goal,  thanks  to  the  extensive  cooperation  between  Congress 
and  the  Administration  last  year.  We  proved  that  by  working  to- 
gether, working  out  innovative  solutions  and  working  every  dollar 
harder,  we  can  continue  to  guarantee  a  better  fiscal  future  for  the 
people  of  this  country.  The  President's  new  budget  for  HHS  proves 
that  with  fiscal  discipline  we  can  address  the  needs  of  American 
families  in  the  context  of  a  balanced  budget. 

Let  me  just  touch  on  the  highlights  beginning  with  our  three  new 
initiatives.  Last  month,  the  President  announced  the  21st  Century 
Research  Fund  to  launch  a  new  era  of  path-breaking  scientific  in- 
quiry. HHS  will  play  the  largest  role,  with  new  resources  for  our 
constellation  of  stellar  research  agencies,  the  CDC,  AHCPR  and 
NIH. 

Indeed.  NIH  will  receive  its  single  largest  budget  increase  in  its 
history,  $1.1  billion  next  year,  a  down  payment  on  an  historic  5- 
year,  50  percent  expansion. 

The  new  resources  will  allow  NIH,  CDC  and  AHCPR  to  attack 
our  most  defiant  diseases  in  a  coordinated,  integrated  way,  and 
speed  research  results  from  labs  into  the  clinics  and  hospitals.  We 
also  propose  giving  every  Medicare  patient  the  chance  to  partici- 
pate in  a  cancer  clinical  trial  so  each  can  benefit  and  perhaps  bene- 
fit others. 

The  second  major  new  initiative  in  this  budget  is  the  President's 
child  care  initiative.  In  millions  of  families,  both  parents  must 
work  to  support  their  children.  In  millions  of  other  families,  single 
parents  work  doubly  hard  to  support  their  children.  The  President's 
child  care  initiative  will  help  families  find  and  afford  the  quality 
child  care  that  they  need.  It  includes  $24  billion  over  5  years  in 
block  grants  to  States,  tax  credits  for  families,  tax  incentives  to 
businesses,  and  resources  to  help  States  enforce  their  child  care 
quality  standards.  This  budget  also  advances  the  President's  com- 
mitment to  bring  a  million  children  into  Head  Start  by  the  year 
2000,  and  more  infants  and  toddlers  into  Early  Head  Start. 

The  third  new  initiative  in  this  budget  is  the  Medicare  buy-in 
plan.  It  answers  the  question  troubling  millions  of  aging  Ameri- 
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cans:  What  if  I  lose  my  health  coverage  before  I  am  65?  The  buy- 
in  plan  would  allow  those  age  55  and  over  to  breathe  a  little  easier. 

In  addition  to  these  new  initiatives,  this  budget  also  advances 
the  fight  against  our  most  pressing  public  health  challenges,  with 
165  million  new  dollars  for  Ryan  White  treatment  activities  for 
HIV  and  AIDS;  with  25  million  new  dollars  to  develop  and  expand 
national  early  warning  systems  against  food-borne  illnesses  and  in- 
fectious diseases;  with  200  million  new  dollars  for  the  Substance 
Abuse  Performance  Partnership  Block  Grant  to  help  States  and 
communities  to  strengthen  their  control  and  treatment  efforts;  with 
200  million  new  dollars  to  fight  tobacco's  impact  on  public  health 
and  keep  it  out  of  children's  hands. 

Mr.  Chairman,  let  me  take  this  opportunity  to  voice  the  Presi- 
dent's strong  desire  to  work  with  Congress  to  protect  our  children 
from  tobacco.  To  do  that,  we  must  have  comprehensive  tobacco  con- 
trol legislation,  comprehensive,  not  piecemeal,  that  includes  the 
President's  five  key  principles,  and  a  large  price  increase. 

As  we  advance  our  public  health  promises,  the  President's  budg- 
et, for  the  first  time,  addresses  the  serious  inequalities  in  health 
services  and  health  status  for  minorities.  All  Americans  must  have 
an  equal  opportunity  for  a  healthy  future. 

This  budget  includes  $80  million  to  address  several  areas  of  dis- 
parity: Diabetes,  infant  mortality,  breast  and  cervical  cancer,  heart 
disease,  stroke,  HIV/AIDS  and  child  and  adult  immunization.  We 
must  correct  this  disparity  so  that  all  Americans  have  an  equal  op- 
portunity for  a  healthy  future. 

Finally,  Mr.  Chairman,  I  am  proud  of  how  this  budget  makes 
every  dollar  work  harder.  First,  there  are  no  better  investments 
than  fraud  busting.  Last  year,  our  Inspector  General's  crackdowns 
on  Medicare  fraud  returned  almost  $1  billion  to  the  Medicare  Trust 
Fund.  Our  new  budget  includes  another  $138  million  to  fight  fraud, 
and  we  are  offering  new  fraud-busting  legislation  that  would  re- 
turn another  $2.4  billion  to  Medicare. 

In  addition  to  fraud-busting,  we  have  proposed  $264.5  million  in 
new  user  fees.  These  user  fees  are  not  only  smart  government,  they 
are  also  crucial  for  HCFA  to  meet  its  obligations  under  the  Bal- 
anced Budget  Amendment  and  the  Health  Insurance  Portability 
Act.  But,  speaking  of  smart  government,  we  have  sent  you  our  first 
Government  Performance  Results  Art  (GPRA)  annual  performance 
plans  which  we  developed  in  collaboration  with  Congress,  with 
States  and  local  and  tribal  governments,  as  well  as  our  private 
partners.  To  us,  GPRA  is  more  than  an  acronym.  It  is  a  way  to  en- 
sure that  the  line  items  in  our  budget  truly  serve  to  bring  Ameri- 
ca's promise  to  all  Americans. 

Mr.  Chairman,  members  of  the  committee,  I  believe  this  is  a  his- 
toric budget  for  HHS  that  launches  a  new  era  at  the  Department, 
a  new  era  for  health  and  social  policy.  It  proves  that  with  innova- 
tion and  discipline  we  can  take  strong  steps  for  family  health  and 
well-being  and  physical  health  and  well-being.  We  have  much  to 
accomplish  together. 

I  would  be  happy  to  address  any  questions  you  may  have. 

[The  prepared  statement  follows:] 
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Good  morning,  Chairman  Porter,  Congressman  Obey,  members  of  the  Subcommittee: 

Before  I  begin,  I  would  like  to  pay  tribute  to  a  member  of  this  subcommittee  who 
has  made  great  contributions  to  the  health  and  well-being  of  our  nation  -  Congressman 
Louis  Stokes.  I  want  him  to  know  that  his  hard  work,  tenacity  and  dedication  have 
changed  the  lives  of  countless  Americans. 

Mr.  Stokes  came  to  Congress  in  1969,  the  last  year  we  saw  a  balanced  budget.  His 
career  has  spanned  30  years  and  in  that  period  his  contributions  to  the  American  people 
have  been  enormous.  During  his  tenure,  he  has  earned  the  title  of  "TRIO  Champion."  He 
has  fought  for  numerous  education  programs,  iike  the  Historically  Black  Colleges,  magnet 
schools  and  also  Title  I,  which  provides  children  with  assistance  in  reading  and  math.  He 
has  been  a  great  ally  of  health  care  issues.  His  leadership  on  this  committee  has  resulted 
in  increased  funding  for  health  professions  training,  Healthy  Start,  Maternal  and  Child 
Health,  Community  Health  Centers,  Centers  of  Excellence,  biomedical  research  and  the  list 
goes  on  and  on.  He  shares  our  concern  for  programs  that  combat  heart  disease,  diabetes, 
breast  cancer  and  AIDS.  In  all  of  these  endeavors,  he  has  placed  the  nation's  health  at  the 
top  of  his  agenda. 

The  Congress  and  the  nation  will  soon  lose  a  great  public  advocate.  But  we  wish 
him  a  happy,  healthy,  and  much-deserved  retirement.  Congressman  Stokes,  on  behalf  of 
the  residents  of  your  Congressional  district,  and  our  home  state,  we  are  grateful  for  your 
leadership  and  your  steadfast  commitment  to  improving  the  health  of  all  Americans.  We 
will  all  miss  you  and  we  wish  you  ail  the  best  in  the  years  to  come. 

Mr.  Chairman,  I  am  pleased  to  appear  before  you  today  to  discuss  the  President's  FY 
1999  budget  for  the  Department  of  Health  and  Human  Services. 


BALANCING  THE  BUDGET 

Last  year  we  spoke  at  great  length  about  the  need  to  balance  the  budget.  I  am 
pleased  to  inform  you  that  the  President's  1 999  budget  achieves  that  goal.  But  we  were 
able  to  meet  this  challenge  only  because  of  the  extensive  cooperation  between  the 
Congress  and  the  Administration  last  year.  We  proved  that  by  working  together,  seeking 
innovative  solutions,  and  squeezing  every  dollar  from  our  budget,  we  can  put  our  fiscal 
house  in  order.  Emerson  once  said  that  "success  is  leaving  the  world  a  bit  better  than  you 
found  it."  We  have  left  the  budget  much  better  than  we  found  it  and  in  doing  so  we  have 
provided  our  children  with  a  path  to  a  better  fiscal  future.  This  budget  proves  that  we  can 
take  on  new  initiatives  in  the  context  of  a  balanced  budget  -  if  we  are  innovative  and 
disciplined.  I  am  very  proud  of  our  collective  accomplishment,  and  I'm  sure  each  of  you 
shares  my  pride. 

Because  of  our  success  in  achieving  a  balanced  budget,  we  can  now  turn  renewed 
attention  to  the  pressing  problems  of  tomorrow:,  strengthening  the  public  health  and 
human  services,  continuing  strong  fiscal  management  and  preparing  for  the  21st  Century. 
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PREPARING  FOR  THE  21ST  CENTURY 

This  is  the  last  budget  we  wiJI  prepare  for  this  millennium,  and  it  sets  forth  the 
priorities  for  the  next  century,  ranging  from  major  increases  in  health  research  to  promising 
child  care  for  a  million  additional  children  to  ending  the  scourge  of  youth  tobacco  use. 


The  21st  Century  Research  Fund 

The  President  announced  the  21st  Century  Research  Fund  to  launch  a  new  era  of 
path-breaking  scientific  inquiry.  HHS  will  play  the  largest  role,  with  new  resources  for  our 
constellation  of  stellar  research  agencies  -  including  the  National  Institutes  of  Health 
(NIH),  the  Centers  for  Disease  Control  and  Prevention  (CDC),  and  the  Agency  for  Health 
Care  Policy  and  Research. 

First,  the  21st  Century  Research  Fund  provides  the  resources  necessary  to  combat 
cancer,  heart  disease,  diabetes,  AIDS,  Alzheimer's,  cancer,  Parkinson's,  Hepatitis  C  and 
other  diseases  .  The  President's  budget  includes  an  additional  $1.2  billion  increase  to  put 
us  on  a  path  to  double  our  investment  in  medical  knowledge,  bridge  the  gap  between 
scientific  knowledge  and  health  care  delivery  and  prevent  the  spread  of  disease.  By 
increasing  by  nearly  50  percent  over  five  years  our  nation's  commitment  to  NIH  at  the 
same  time  that  we  increase  our  commitment  to  CDC  and  AHCPR,  this  fund  provides  the 
resources  necessary  to  achieve  a  better  integrated  system  of  health  research. 

We  believe  that  a  coordinated  system  of  health  research  is  the  best  way  to  achieve 
significant  results  in  battling  complicated  diseases.  We  must  continue  to  coordinate  the 
efforts  of  NIH,  CDC  and  AHCPR  to  attack  these  serious  health  threats. 

To  make  our  investment  worthwhile,  we  must  move  our  research  from  the 
laboratories  into  the  clinics  and  hospitals.  To  illustrate  this  point,  consider  diabetes. 
Untreated  diabetes  is  the  sixth  leading  cause  of  death  from  disease  and  the  leading  cause 
of  adult  blindness,  kidney  failure  and  non-traumatic  amputations.  It  also  is  a  risk  factor  for 
stroke  and  heart  attack.  It  is  estimated  that  thirty-three  percent  of  people  with  diabetes  - 
over  8  million  people  -  have  gone  undiagnosed.  The  incidence  of  diabetes  is  growing  in 
the  American  population.  Medical  research  alone  will  not  cure  this  problem.  In  order  to 
attack  diabetes,  we  need  the  coordinated  efforts  of  NIH,  CDC,  and  AHCPR. 

NIH  focuses  basic  research  on  the  causes  of  diabetes,  including  the  genetic  ones, 
and  researches  possible  new  avenues  for  treatment.  Yet,  NIH  cannot  alleviate  diabetes 
alone.  We  need  CDC's  efforts  in  identifying  those  with  diabetes  and  persuading  them  to 
seek  treatment  and  to  educate  physicians  on  how  to  better  detect  this  disease.  We  also 
need  AHCPR's  research  which  focuses  on  finding  the  most  economic  arid  least  intrusive 
methods  to  screen  individuals  for  diabetes.  Without  the  essential  research  of  NIH  and  the 
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prevention  services  of  CDC  and  AHCPR  we  will  not  likely  reduce  the  serious  threat  that 
diabetes  poses  to  our  society. 

The  21st  Century  Research  Fund  solidifies  the  foundation  for  a  coordinated 
biomedical  research  system,  providing  $25  million  for  CDC's  prevention  research 
programs,  increasing  AHCPR's  funding  by  $25  million  in  FY  1999  alone,  and  setting  the 
course  to  increase  NIH  funding  by  nearly  half  by  2003. 


Cancer  Research  and  Clinical  Trials 

Cancer  has  been  one  of  the  cruelest  killers  of  this  generation.  The  President's 
budget  moves  dramatically  on  this  front.  The  NIH  budget,  for  example,  pays  special 
attention  to  cancer  research,  increasing  funding  across  NIH  by  10  percent  in  1999  and  65 
percent  by  2003.  The  President  also  seeks  $750  million  for  a  three  year  demonstration  to 
enable  Medicare  patients  to  participate  in  cancer  clinical  trials.  Medicare  patients 
represent  50  percent  of  all  cancer  patients  and  are  ten  times  more  likely  to  get  cancer.  It  is 
therefore  appropriate  to  undertake  this  demonstration  for  those  eligible  for  Medicare.  This 
demonstration  is  fully  financed  by  revenues  which  would  result  from  passage  of  tobacco 
legislation. 

Vice  President  Core  has  lead  the  Administration's  effort  to  step  up  our  fight  against 
cancer,  and  I  am  personally  grateful  for  his  tireless  efforts  to  achieve  these  historic 
increases  for  canceer  research. 


Child  Care 

We  live  in  changing  times.  Families  are  not  the  same  as  they  were  30  years  ago,  the 
last  time  we  balanced  the  budget.  In  millions  of  American  families,  both  parents  must 
work  to  support  their  children,  and  in  millions  of  other  families,  single  parents  work 
doubly  hard  to  support  their  children.  Building  on  the  Earned  Income  Tax  Credit,  the 
Child  Tax  Credit,  the  Family  and  Medical  Leave  Act,  minimum  wage  increases  and  the 
new  child  health  insurance  program,  the  President's  Child  Care  Initiative  is  another  critical 
step  in  this  Administration's  commitment  to  our  nation's  families. 

Our  FY  1999  budget  proposes  new  child  care  investments  that  will  support  parents' 
choices,  so  that  they  will  be  able  to  find  and  afford  quality  child  care  for  their  children 
while  they  work.  It  will  answer  ttieir  most  troubling  questions  about  child  care:  Can  I  get 
it?  Can  I  afford  it?  And  can  I  trust  it  for  my  children's  safety  and  development? 

At  the  center  of  the  President's  Child  Care  Initiative  is  our  proposal  to  expand  the 
Child  Care  and  Development  Block  Grant  by  $7.5  billion  over  five  years  (an  increase  of 
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$1.2  billion  in  FY  1999).  This  will  provide  funds  to  the  states  to  serve  over  2  million 
children  by  the  2003. 

The  budget  also  grants  tax  credits  to  3  million  working  families  for  child  care  and 
tax  incentives  for  businesses  that  provide  child  care  for  their  workers.  Moreover,  this 
budget  includes  $3  billion  over  five  years  to  improve  the  quality  of  child  care  by  providing 
challenge  grants  distributed  by  states  to  communities  to  improve  early  childhood 
education  and  the  quality  and  safety  of  child  care  for  children  under  five  years  old.  In 
addition,  the  budget  includes  $250  million  for  investing  in  the  education  of  child  care 
workers  and  $500  million  to  help  states  enforce  child  care  standards,  and  $150  million  for 
research  and  consumer  education. 


Head  Start 

One  of  the  President's  top  priorities  has  been  and  continues  to  be  investing  in  Head 
Start.  The  President's  budget  contains  $3.8  billion  over  five  years.  Because  early 
investment  in  children  gives  them  the  best  chance  of  continued  success,  by  the  year  2002 
we  will  serve  one  million  children  in  Head  Start,  including  doubling  to  80,000  the  number 
of  children  0-3  served  by  the  Early  Head  Start  Program. 


Medicare  Buy-in 

Our  Medicare  buy-in  program  provides  solutions  to  one  of  the  most  troubling 
problems  our  aging  population  faces:  what  happens  if  I  lose  my  health  coverage  before 
I'm  65?  The  President's  budget  allows  individuals  aged  55  and  over  without  access  to 
health  insurance  to  breathe  a  little  easier.  The  budget  proposes  a  three-pronged  solution. 
First,  it  enables  Americans  ages  62  to  65  to  buy  into  Medicare,  through  a  premium 
designed  so  that  the  poiicy  is  self-financing.  It  also  provides  displaced  workers  who  are 
ages  55  to  61  with  an  option  to  purchase  Medicare.  Finally,  the  President's  proposal  gives 
individuals  who  retired  early  and  whose  companies  have  reneged  on  their  health  benefits 
the  option  to  buy  into  their  former  employers'  health  care. 


PUBLIC  HEALTH  CHALLENGES  OF  THE  21ST  CENTURY 

Public  Health  services  affect  every  single  American  every  day  of  their  life.  From 
AIDS  prevention  and  treatment  to  tobacco  control  for  our  youth,  our  FY  1 999  budget 
builds  on  and  expands  our  commitment  to  programs  that  will  make  all  Americans  more 
health  conscious  and  protect  them  from  traditional  and  emerging  threats  to  our  public 
health. 
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Ryan  White 

We  have  seen  significant  progress  in  the  fight  against  HIV  and  AIDS.  In  the  first  half 
of  1 997,  AIDS  deaths  decreased  by  44  percent.  Nonetheless,  more  progress  must  be 
achieved.  In  1997,  The  Department  of  Health  and  Human  Services  and  the  Henry  K. 
Kaiser  Family  Foundation  issued  new  guidelines  for  standardizing  and  improving  the 
quality  of  care  for  HIV-infected  persons.  The  quest  to  ensure  access  to  new  methods  of 
treatment  must  continue.  The  President's  budget  addresses  this  issue  and  provides  $1 .3 
billion,  an  increase  of  $165  million,  for  Ryan  White  treatment  activities.  The  AIDS  Drug 
Assistance  Program  (ADAP)  will  receive  $100  million  of  this  increase  for  helping 
individuals  gain  access  to  combination  drug  therapies  consistent  with  the  new  guidelines. 


Food  Safety  and  Emerging  Infectious  Diseases 

The  President's  budget  includes  an  additional  $25  million  for  a  combined  effort  by 
CDC  to  develop  and  expand  national  early  warning  systems  for  unsafe  food  and  emerging 
infectious  diseases.  We  must  make  certain  that  food-borne  diseases  don't  affect  our 
families.  Similarly,  we  need  to  closeiy  monitor  infectious  diseases.  Our  budget  develops 
an  effective  national  surveillance  network  and  expands  the  geographic  coverage  of  this 
early  warning  network  to  30  states.  The  food  safety  initiative  improves  the  quality  and 
scope  of  food-borne  disease  surveillance  in  eight  FoodNet  sites,  links  the  federal  and  state 
health  laboratories  with  computer  technology  that  will  enhance  data  sharing,  and  provides 
training  to  detect  food-borne  diseases  in  exports  from  foreign  countries,  including  Mexico 
and  some  Latin  American  countries.  In  addition,.  FDA  is  seeking  $50  million  to 
complement  efforts  in  food  safety. 


Racial  Disparities 

We  have  already  talked  of  the  serious  threat  diabetes  poses  to  Americans.  Yet, 
there  is  another  disturbing  statistic  associated  with  diabetes.  Between  1980  and  1994,  the 
number  of  African-Americans  with  diabetes  rose  33  percent,  3  times  the  rate  of  increase  for 
all  other  Americans.  Native  Americans  also  suffer  from  diabetes  at  extremely  high  rates.  If 
we  are  to  ensure  a  better  future,  we  must  find  the  answers  to  this  disparity  and  correct  this 
problem  and  the  many  other  racial  health  disparities  that  exist.  The  President's  budget 
includes  $400  million  over  five  years  as  part  of  a  broader  initiative  to  find  new  targeted 
means  of  reducing  the  health  disparities  that  persist  among  minorities.  This  money  is 
intended  to  target  health  outcomes  in  six  areas  where  minorities  experience  serious 
inequalities  in  health  services  and  health  status.  These  include:  infant  mortality,  breast  and 
cervical  cancer,  heart  disease  and  stroke,  diabetes,  HIV/AIDS,  and  child  and  adult 
immunization.  This  effort  will  be  Department-wide  and  will  be  coordinated  by  the  Centers 
for  Disease  Control  and  Prevention  and  will  be  supplemented  by  a  host  of  non-budget 
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activities  that  involve  the  community  and  experts  in  this  area  to  help  solve  this  urgent 
problem. 

Substance  Abuse 

We  must  continue  our  efforts  at  all  levels  of  government  and  in  the  private  sector  to 
eliminate  substance  abuse.  Consequently,  the  President's  FY  1999  budget  provides  an 
additional  $200  million  in  funds  for  the  Substance  Abuse  Performance  Partnership  Block 
Grant.  A  total  of  $1 .5  billion  will  enable  states  and  local  communities  to  enhance  their 
treatment  capacity  and  continue  efforts  to  control  and  treat  substance  abuse.  We  also  are 
concentrating  our  research  efforts  in  the  biological  basis  of  addiction,  enhancing 
prevention  techniques,  and  assessing  prevention  intervention  approaches.  With  a 
coordinated  effort,  we  can  end  this  destructive  plague. 


Tobacco 

Our  budget  request  reflects  the  strong  commitment  of  this  Administration  and  all 
Americans  to  ending  the  tragic  and  destructive  use  of  tobacco  products  by  children  and 
teenagers.  We  also  are  committed  to  finding  the  most  effective  methods  for  adults  who 
want  to  quit  the  addiction  that  tobacco  use  creates.  For  example,  CDC  and  FDA  tobacco 
education  and  control  programs  will  receive  $200  million  from  the  President's  budget 
proposal.  CDC  will  direct  a  total  of  $51  million  to  fund  state-based  prevention  and  control 
activities,  including:  training  and  programmatic  support  for  school-based  smoking 
cessation  programs;  national  surveillance  activities;  state  prevention  and  control  plans  to 
protect  nonsmokers  from  exposure  to  environmental  smoke;  and  state  programs  to  address 
oral  cancer. 

The  President  has  made  clear  his  strong  desire  to  work  with  the  Congress  to  protect 
our  children  from  the  disease  and  death  caused  by  tobacco  use.  To  do  that,  we  must  have 
comprehensive  legislation.  Five  key  elements  must  be  included  in  such  legislation:  (1)  a 
significant  price  increase  to  reduce  teen  smoking,  including  tough  penalties  if  targets  are 
not  met;  (2)  full  authority  for  FDA  to  regulate  tobacco  products;  (3)  changes  in  the  way  the 
tobacco  industry  does  business;  (4)  progress  toward  other  public  health  goals;  and  (5) 
protection  for  tobacco  farmers  and  their  communities.  The  President  has  called  for 
tobacco  legislation ihat  will  raise  the  price  of  cigarettes  by  up  to  $1 .50  per  pack  over  ten 
years  and  curtail  tobacco  use  among  youth.  We  estimate  that  the  President's  budget 
proposal,  coupled  with  sales  and  advertising  restrictions,  would  reduce  underage  tobacco 
use  by  39  percent  to  46  percent  in  2003  and  spare  almost  one  million  of  today's  young 
people  from  the  premature  deaths  related  to  tobacco  use. 
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INNOVATIVE  PROGRAM  AND  FISCAL  MANAGEMENT 

In  describing  our  budget,  we  must  not  forget  that  this  committee  played  a  major 
role  in  achieving  balanced  budget  savings.  It  is  important  to  note  that  our  Department 
played  a  significant  role,  as  well,  in  balancing  the  budget  and  will  contribute  $1 50  billion 
over  the  next  five  years  in  Medicare  and  Medicaid  savings.  After  all,  at  HHS,  we  believe 
in  responsible,  innovative  management.  In  this  budget,  we  have  developed  innovative 
solutions  to  squeeze  every  ounce  of  productivity  from  our  taxpayer  dollars.  We  also 
intend  to  add  additional  non-federal  resources  to  meet  our  program  obligations  in  the  years 
ahead.  We  need  your  support  for  new  legislation  on  many  of  these  proposals.  We  will 
work  closely  with  the  Congress  and  this  subcommittee  to  enact  this  necessary  legislation. 


Fraud-busting 

While  I  have  just  mentioned  future  management  efforts,  I  would  like  to  mention 
briefly  one  of  our  most  recent  success  stories.  It's  no  secret  -  it's  called  fraud-busting.  In 
1997  alone,  thanks  to  the  outstanding  efforts  of  the  Office  of  the  Inspector  General,  we 
returned  almost  $1  billion  to  the  Medicare  Trust  Fund  in  our  aggressive  pursuit  of  those 
organizations  and  individuals  who  steal  from  the  Medicare  system.  When  you  steal  from 
the  Medicare  system,  you  steal  from  our  most  vulnerable  citizens  and  we  will  not  tolerate 
it.  New  HCFA  legislation  that  we  are  offering  will  return  an  additional  $2.4  billion  in 
savings  to  the  Medicare  system.  We  also  are  proposing  a  new  audit  user  fee  within  the 
Medicare  Integrity  Program  (MIP)  that  will  allow  us  to  double  our  audit  and  medical 
review  spending. 

The  Administration  on  Aging  (AoA),  with  its  vast  network  of  state  and  area  agencies 
on  aging  and  community-based  services,  is  another  partner  in  the  long-term  federal  effort 
to  fight  and  prevent  fraud  and  abuse  in  the  Medicare  and  Medicaid  programs.  AoA  uses 
the  funds  allocated  under  the  Health  Insurance  Portability  and  Accountability  Act  (HIPAA) 
to  train  and  educate  both  paid  and  volunteer  staff  in  the  aging  network.  The  results  are  in  - 
-  fraud-busting  is  a  smart  investment. 


User  Fees 

With  the  passage  of  Balanced  Budget  Act  (BBA)  and  HIPAA,  the  Health  Care 
Financing  Administration  (HCFA)  has  acquired  substantial  new  responsibilities.  Without 
adequate  resources  these  responsibilities  simply  cannot  be  accomplished.  Given  the  tight 
limitations  of  the  BBA,  we  have  sought  out  alternative  fiscal  resources.  We  have  proposed 
$264.5  million  in  new  user  fees  for  services  that  we  furnish  our  nation's  health  care 
providers.  I  ask  the  Congress  to  enact  these  essential  user  fees.  Our  proposed  user  fees 
provide  for  more  efficient  administration  of  the  Medicare  program  while  allowing  greater 
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control  against  fraud,  waste  and  abuse.  Without  such  fees,  HCFA's  ability  to  implement 
the  BBA  and  HIPAA  requirements  would  be  hindered.  Our  total  program  level,  including 
user  fees,  would  allow  us  to  implement  the  new  legislative  requirements  and  help  ensure 
millennium  compliance  of  internal  and  external  computer  systems. 


Government  Performance  and  Results  Act  (GPRA) 

The  budget  we  have  presented  highlights  the  incremental  changes  that  HHS  is 
proposing  through  its  programs.  Along  with  the  FY  1 999  budget,  we  also  sent  to  you  our 
first  GPRA  annual  performance  plans.  These  plans  focus  on  the  Department's  stewardship 
of  ail  of  the  resources  entrusted  to  HHS.  Our  performance  plans  have  been  developed  in 
partnership  with  the  states,  local  and  tribal  governments,  and  non-governmental  partners 
who  use  these  resources  efficiently. 

For  example,  to  help  improve  health  outcomes  for  individuals  in  need,  particularly 
children,  we  have  set  a  performance  goal  for  community  health  centers  to  serve  an 
additional  150,000  uninsured  and  under-served  persons  in  FY  1999. 

Similarly,  we  plan  in  FY  1999  to  increase  to  59  percent  the  proportion  of  Medicare 
beneficiaries  age  65  and  older  who  will  have  received  a  screening  mammogram  in  a  2- 
year  period.  As  you  know,  a  mammogram  is  a  safe,  effective  means  of  detecting  breast 
cancer  at  an  early  and  treatable  stage.  This  common-sense  goal  will  lead  to  improved 
health  outcomes  for  Medicare  beneficiaries  and  avoid  the  financing  of  unnecessary,  high- 
cost  medical  services. 

These  are  brief  illustrations  of  the  results  that  HHS  and  its  partners  want  to  achieve 
through  all  of  our  programs,  but  they  are  representative  of  the  goals  presented  throughout 
our  performance  plans  for  FY  1999.  In  the  coming  years,  we  believe  that  the  focus  on 
results  that  is  fostered  by  GPRA  will  enable  us  to  improve  our  ability  to  match  the  most 
effective  forms  of  service  delivery  with  populations  that  have  the  greatest  need.  GPRA  will 
be  an  ongoing  process.  It  is  neither  a  quick  management  fix  nor  a  vague  management 
plan.  It  can  and  will  work  to  improve  our  programs  as  long  as  there  is  a  clear  and 
continuing  cooperation  between  the  executive  and  legislative  branches  on  the  means  to 
improve  programs  once  the  GPRA  results  are  in. 

We  have  proposed  our  blueprint  for  the  next  millennium  and  I  believe  it  is  an 
excellent  drawing. 


Conclusion 

Mr.  Chairman,  we  share  many  common  goals  in  this  budget.  Most  importantly,  our 
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concern  for  a  balanced  budget  continues.  We  share  the  common  goal  of  the  best  health 
research  program  ever.  We  want  to  end  the  tragedy  of  underage  tobacco  use.  We  want  to 
expand  safe,  affordable,  high  quality  child  care  to  another  million  children.  We  want  to 
sustain  our  commitment  to  Head  Start.  We  want  to  improve  food  safety  and  curb 
emerging  infectious  diseases.  And,  we  most  assuredly  want  to  maintain  a  vigorous  attack 
on  health  care  fraud. 

Chairman  Porter,  Congressman  Obey  and  members  of  the  subcommittee:  I  want  to 
join  you  in  meeting  the  health  and  human  resource  challenges  before  us  in  this  budget. 
We  have  much  to  accomplish  together.  !  would  be  happy  to  address  any  questions  you 
may  have. 
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Tribute  to  Mr.  Stokes 

Mr.  Porter.  Madam  Secretary,  Lou  slipped  in  right  after  you 
started,  and  I  think  you  ought  to  repeat  what  you  said  now  that 
he  is  here. 

Secretary  Shalala.  Mr.  Stokes,  it  is  very  nice  to  see  you,  Con- 
gressman Stokes.  I  wanted  to  begin  my  testimony  today  by  paying 
tribute  to  you,  to  a  beloved  and  highly  respected  member  of  this 
subcommittee,  my  fellow  Ohioan,  Congressman  Lou  Stokes. 

As  I  indicated,  I  have  known  Mr.  Stokes  since  I  was  very  young. 
He  was  a  law  school  classmate  of  my  mother's.  And  observing  his 
growing  legacy  in  Washington  over  the  years,  I  have  been  inspired 
by  his  devotion  to  bring  America's  promise  to  all  Americans. 

A  few  weeks  ago,  when  Dr.  David  Satcher  was  sworn  in  as  Sur- 
geon General,  he  closed  his  comments  by  a  quote  by  the  educator 
and  reformer  Benjamin  Elija  Mays.  He  said,  if  it  falls  to  your  lot 
to  touch  the  lives  of  others,  then  be  sure  to  touch  them  in  such  a 
way  that  you  leave  them  better  than  you  have  found  them. 

Few  have  done  more  than  Mr.  Stokes  to  touch  the  lives  of  others 
and  to  leave  the  health  and  well-being  of  our  Nation  better  than 
he  found  it.  So  I  think  I  can  speak  for  all  of  us  in  the  Administra- 
tion when  I  say  today  is  a  very  bitter  sweet  day.  His  gain  of  a  well- 
deserved  retirement  is  our  loss  of  a  great  advocate. 

Mr.  Stokes.  Thank  you  very  much.  Thank  you. 

CANCER  RESEARCH  FUNDINGS 

Mr.  Porter.  I  have  to  say,  Madam  Secretary,  we  all  agree  with 
that.  And  that  was  even  better  than  the  first  time,  Lou. 

As  usual,  we  will  go  according  to  those  who  were  present  when 
we  began  and  then  add  those  who  have  arrived  since  that  time.  I 
will  start  the  questioning  and  will  operate  under  the  5-minute  rule. 

Let  me  go  back  to  the  subject  I  opened  with,  Madam  Secretary, 
at  the  start,  and  ask  you  was  the  earmark  for  cancer  research  part 
of  the  budget  that  you  originally  submitted  to  OMB  in  September? 

Secretary  Shalala.  You  know,  we  obviously  negotiate  our  budget 
and  collaborate  with  the  White  House.  Let  me  simply  say  that  all 
of  us  support  the  President's  recommendations  to  this  Congress. 
We  do  not  believe  that  it  is  an  earmark.  I  would  rather  describe 
it  as  an  emphasis  within  the  context  of  a  50  percent  increase.  As 
Dr.  Varmus  will  testify,  we  believe  that  within  the  context  of  a  50 
percent  increase,  emphasizing  and  resulting  in  a  goal  of  65  percent 
for  cancer  is  not  inappropriate,  given  where  we  think  the  break- 
throughs are  going  to  be  in  research.  And,  we  believe  that  cancer 
is  on  the  cusp  of  a  series  of  major  breakthroughs  and  that  this  ad- 
ditional investment  will  make  a  major  difference  in  the  quality  of 
life. 

Mr.  Porter.  Well,  obviously,  we  agree  with  that  very  much.  In 
fact,  this  subcommittee,  many  members  of  the  subcommittee,  have 
been  very  concerned  about  the  allocations  of  funding  by  an  insti- 
tute that  has  seemed  to  have,  in  past  years,  shortchanged  those 
diseases  that  affect  the  broadest  populations  in  our  country:  cancer, 
heart  disease,  diabetes  and  the  like.  But  how  do  you  pull  out  can- 
cer as  opposed  to  heart  disease?  How  do  you  pull  out  cancer  as  op- 
posed to  diabetes  or  Parkinson's  Disease  or  Alzheimer's  and  say 
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this  one  gets  to  the  head  of  the  line  and  we  will  make  the  judgment 
rather  than  having  science  make  that  judgment? 

Secretary  Shalala.  Well,  I  think  that  you  will  find  that  this  con- 
clusion is  supported  by  science.  Dr.  Varmus  will  explain  to  this 
committee  that  the  next  dramatic  transformation  of  medicine 
through,  genetics  and  molecular  biology,  is  indeed  likely  to  occur  in 
the  study  of  cancer.  I  will  leave  it  to  him  to  make  the  scientific  ex- 
planation. 

Let  me  also  point  out  that  we  are  not  talking  about  65  percent 
for  the  National  Cancer  Institute.  This  is  for  cancer  research  across 
the  institutes.  And  it  is  important  that  we  see  this  for  what  it  is, 
an  emphasis,  a  goal.  We  believe,  within  the  context  of  a  50  percent 
increase,  that  it  is  appropriate. 

COMMUNITY  HEALTH  CENTER  PROGRAM 

Mr.  Porter.  Well,  Madam  Secretary,  let  me  just  say,  finally, 
that  we  believe — and  since  you  didn't  submit  it  in  the  original 
budget,  we  assume  that  this  came  out  of  the  White  House.  We  be- 
lieve that  cancer  is  a  very  high  priority,  but  we  also  believe  that 
the  decisions  as  to  where  the  allocations  ought  to  be  made  should 
be  made  by  science  and  by  scientific  opportunity,  and  we  are  very 
careful  not  to  ourselves  change  the  allocations  by  institute  that  are 
suggested  by  NIH,  and  we  think  that  the  White  House  ought  to  be 
just  as  careful  in  that  regard  and  not  set  one  disease  against  an- 
other. 

As  you  know,  the  Community  Health  Center  Program  is  strongly 
supported  by  this  subcommittee.  However,  a  recent  article  in  the 
Washington  Post  outlined  the  substantial  decline  in  utilization  in 
several  community  health  centers  as  a  result  of  indigent  patients 
moving  into  managed  care.  The  article  indicated  that  nationally  the 
number  of  Medicaid  patients  who  visited  community  health  centers 
declined  by  11  percent. 

When  Maryland  moved  its  Medicaid  patients  to  managed  care, 
the  center  in  Baltimore  lost  25  percent  of  its  patients.  In  the  month 
when  New  Jersey  moved  its  Medicaid  patients  into  managed  care, 
the  number  of  Medicaid  patients  visiting  the  Newark  clinic  de- 
clined by  50  percent. 

Madam  Secretary,  are  the  number  of  patients  visiting  community 
health  care  centers  increasing  or  decreasing?  Do  you  view  the 
movement  of  Medicaid  patients  into  managed  care  as  being  essen- 
tially a  positive  or  a  negative  trend,  and  what  can  be  done  to  help 
these  centers  better  compete  against  Medicare  and  others  for  the 
work  of  serving  the  poor? 

Secretary  Shalala.  Thank  you  for  the  question. 

That  depends  on  where  you  live.  This  has  also  been  a  phenomena 
in  some  public  hospitals  around  the  country.  They  are  seeing  less 
Medicaid  patients  because  the  Medicaid  patients  have  signed  up  for 
HMOs,  and  the  HMOs  are  steering  them  to  other  hospitals.  So  it 
is  a  phenomena  of  a  changing  market,  particularly  as  the  States 
move  people  into  managed  care.  But  it  really  depends  on  where  you 
are  in  the  country. 

I  was  in  Texas  last  year,  and  the  community  health  centers  have 
contracted  with  HMOs  to  service  those  patients  so  they  are  being 
reimbursed  directly.  What  we  did,  earlier  on  in  this  Administra- 


48-269  98-3 


64 


tion,  is  give  the  community  health  centers  resources  to  put  their 
houses  in  order  in  terms  of  their  business  offices  so  that  they  could, 
in  fact,  have  a  system  in  place  to  get  those  reimbursements. 

They  also  need  to  change  their  culture  and  not  do  business  as 
usual,  because  they  are  now  a  part  of  this  larger  health  care  mar- 
ket in  terms  of  competing. 

The  kinds  of  subsidies  the  government  has  continued  to  give 
them  are  very  much  for  people  who  don't  have  health  insurance 
and  for  those  people  with  Medicaid.  They  need  to  build  relation- 
ships with  the  HMOs  so  that  they  can  continue  to  service  a  popu- 
lation they  have  serviced  before,  but  also  new  people  that  are  com- 
ing in.  So  I  think  the  answer  to  the  question  is,  we  don't  know 
where  this  is  going  to  end.  We  have  to  continue  our  support  for 
community  health  centers,  but  continue  to  work  with  them  so  that 
they  can  change  and  adjust  to  this  new  market.  They  are  better, 
for  instance,  for  people  who  speak  little  or  no  English,  and  they  can 
provide  more  culturally-sensitive  services. 

I  have  encouraged  the  HMOs  to  work  with  community  health 
centers.  I  have  encouraged  the  States  to  design  plans.  When  we 
gave  the  waivers,  we  included  community  health  centers  so  that 
they  see  their  health  care  system  as  an  integrated  whole.  So  we 
have,  in  fact,  done  some  things.  We  will  see  these  changes  occur- 
ring in  different  parts  of  the  country.  We  will  have  to  watch  them, 
but  continue  to  give  technical  assistance  and  to  work  with  commu- 
nity health  centers. 

Mr.  Porter.  This  looks  like  the  same  kind  of  problem  that  we 
face  with  our  academic  medical  centers,  teaching  hospitals,  where 
the  populations  that  are  being  served  by  HMOs  are  no  longer  uti- 
lizing those  facilities.  We  are  going  to  have  the  same  kind  of  prob- 
lem in  reference  to  Medicaid  in  the  community  health  centers  ap- 
parently. I  would  like  you  to  put  in  the  record  the  magnitude  of  the 
problem,  whether  the  number  is  increasing  or  decreasing,  where 
the  effects  have  been,  if  you  would,  and  let  us  take  a  look  at  that. 

Secretary  Shalala.  Yes.  It  may  be  more  descriptive  than  you 
like  because  our  statistics  will  vary.  It  will  show  you  that  this  is 
geographically  based  and  it  is,  I  think,  important  that  we  are  see- 
ing a  snapshot  of  a  changing  system.  Then,  we  have  to  figure  out 
where  we  can  target  resources  so  we  can  be  helpful  to  very  impor- 
tant institutions  

Mr.  Porter.  Thank  you. 

[The  information  follows:] 
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COMMUNITY  HEALTH  CENTERS 

Secretary  Shalala:  The  overall  number  of  patients  served  by  Health  Centers  is 
continuing  to  increase.  In  1 996,  Health  Centers  saw  over  8  million  patients  —  an  increase 
of  85,000  over  1995.  While  the  number  of  Medicaid  patients  declined  by  about  264,000 
in  1996  [a  10  percent  decrease  from  1995],  the  number  of  uninsured  patients  increased 
by  over  3 1 1,000  [an  1 1  percent  increase  from  1995]. 

Although  the  loss  in  Medicaid  users  may  be  partially  due  to  a  loss  in  Health  Center 
market  share  among  Medicaid  managed  care  enrollees,  the  change  may  also  reflects  a  loss 
in  coverage  resulting  from  changes  in  State  Medicaid  eligibility  policies. 

We  expect  that  1997  program  data  will  show  a  continued  increase  in  both  total 
Health  Center  users  and  in  uninsured  users.  It  is  still  too  early  to  calculate  what  if  any 
impact  CHIP  will  have  on  these  trends. 

Medicaid  managed  care  has  created  an  opportunity  for  States  to  improve  the 
coordination  of  care  for  Medicaid  beneficiaries  and  to  provide  coverage  for  increased 
numbers  of  people. 

Enrollment  in  a  managed  care  system  guarantees  Medicaid  recipients  access  to  a 
primary  care  provider  who  assures  the  coordination  of  their  care  (often  referred  to  as  a 
health  home).  Prior  to  managed  care,  many  Medicaid  recipients  had  difficulty  accessing 
the  health  care  system.  This  new  system  often  improves  access  to  care  for  a  population 
that  experiences  multiple  barriers  to  receiving  health  services. 

In  addition,  many  States  have  been  able  to  use  the  savings  from  implementation 
of  managed  care  programs  to  expand  Medicaid  coverage  to  more  people. 

Medicaid  managed  care,  other  competitive  forces,  insurance  coverage  erosion,  and 
constrained  resources  are  having  a  significant  financial  impact  on  the  health  care  delivery 
marketplace,  and  particularly  on  Health  Centers. 

Over  half  of  all  Health  Centers  participate  as  providers  in  managed  care  networks 
and  enroll  more  than  1.2  million  managed  care  members  which  greatly  improves  access 
to  health  care  for  these  Medicaid  populations.  However,  due  to  the  shift  in  Medicaid 
payment  from  'fee-for-service'  to  'payment  for  a  patient  on  a  monthly  basis',  many 
Centers  are  experiencing  unprecedented  losses  in  revenue  and  patients  (as  much  as  a  30 
to  50  percent  drop  in  Medicaid  revenue  rates  for  some  Centers  in  Oregon,  Hawaii,  Rhode 
Island,  Connecticut,  and  in  St.  Louis,  Missouri).1 


1  The  Lewin  Group,  Evaluation  of  the  Impact  of  the  Medicaid  Waivers  on  Consumers 
and  Services  of  Federally  Qualified  Health  Centers.  November,  1997. 
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In  addition,  many  Centers  are  providing  increasingly  larger  amounts  of 
uncompensated  care  due  to  the  growth  in  the  number  of  uninsured  patients,  which  further 
strains  financial  viability.  About  5  percent  of  the  Centers  have  significant  cash  flow 
problems,  extreme  debt,  and  are  facing  bankruptcy  situations.  Another  5  to  10  percent 
of  Centers  have  been  identified  as  being  potentially  at  risk  for  these  occurrences. 

Despite  these  challenges,  many  Health  Centers  have  responded  successfully  to  the 
growth  of  Medicaid  managed  care,  and  at  least  one-third  are  doing  well  depending  on  the 
State  Medicaid  policies  where  they  are  located.  In  addition,  there  are  26  managed  care 
plans  that  were  organized  and  continue  to  be  operated  by  Health  Centers.  Several  of 
these  plans  have  the  leading  Medicaid  market  share  in  their  States. 

A  significant  number  of  Centers  have  been  able  to  turn  this  challenge  into  an 
opportunity  to  re-engineer  their  operations  and  develop  new  partnerships  in  their 
communities.  The  extension  and  five-year  phase  out  of  cost-based  reimbursement  that 
was  passed  by  Congress  as  part  of  the  Balanced  Budget  Act  will  continue  to  assist 
Health  Centers  during  this  transition. 

HRSA  provides  extensive  technical  assistance  and  training  to  Health  Centers 
on  all  aspects  of  managed  care  -  from  contract  negotiation,  to  delivery  system  design, 
financial  and  clinical  management,  and  the  development  of  information  systems.  This 
year  we  are  implementing  several  new  training  programs  on  quality  of  care 
performance  measures  related  to  Health  Employer  Data  Information  Set 
re-engineering,  and  disease  management. 

HRSA  also  provides  supplemental  funding  for  the  development  of  integrated 
delivery  systems.  Through  this  initiative,  health  centers  receive  supplemental  grant 
funds  to  support  their  efforts  to  develop  managed  care  negotiating  networks  and 
practice  management  networks.  This  effort  encourages  the  development  of 
collaborative  partnerships  among  all  health  centers  in  a  marketplace  and  with  other 
health  care  providers  in  their  communities. 

In  addition,  HRSA  has  used  its  increased  appropriation  for  Health  Centers  to 
target  those  Centers  that  have  had  a  major  increase  in  the  uninsured.    Over  the  past  2 
years,  we  have  been  able  to  give  additional  funding  to  259  Centers  to  help  address 
uncompensated  care  issues  associated  with  increasing  numbers  of  uninsured  patients. 
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CHILD  CARE  INITIATIVE 

Mr.  Porter.  Madam  Secretary,  you  are  asking  for  $1.8  billion  in 
new  funding  for  your  child  care  initiative.  However,  as  I  under- 
stand it,  the  mandatory  component  of  the  child  care  block  grant  in- 
creases by  $100  million  in  fiscal  1999  with  an  additional  60  to  70 
million  dollars  in  required  State  matching  grants. 

More  importantly,  the  decline  in  caseloads  has,  according  to  the 
Ways  and  Means  Committee,  freed  up  as  much  as  $4  billion  a  year 
that  can  be  used  for  child  care  if  the  States  choose.  That  is,  welfare 
caseloads,  apparently.  Funds  from  the  new  welfare-to-work  can 
also  be  used  for  child  care. 

Madam  Secretary,  with  so  much  money  available  for  child  care, 
why  do  we  need  a  new  program  or  even  to  expand  existing  ones 
beyond  current  law?  States,  I  believe,  have  had  no  compunction 
about  putting  money  into  child  care.  Why  do  you  believe  that  the 
States  will  not  use  their  windfall  from  declining  caseloads  to  fund 
this  high  priority? 

Secretary  Shalala.  Well,  let  me  say  that  we  are  talking  about 
two  different  populations.  States'  funds  are  focused  on  the  welfare 
population.  The  President's  initiative  is  focused  on  low-income 
workers,  people  who  are  already  in  the  workforce.  This  group  of 
people  has  been  left  out.  Their  incomes  are  not  high  enough  to  take 
good  advantage  of  tax  credits  and  yet  their  incomes  are  too  high 
to  qualify  in  many  States  for  child  care  subsidies. 

The  States  have  fully  drawn  down  the  child  care  subsidies  that 
were  allocated  under  the  TANF  plan.  We  are  talking  about  a  dif- 
ferent group  of  people,  working  parents  who  need  subsidies,  that's 
number  one.  Number  two — we  need  to  give  parents  choices.  That 
includes  parents  who  choose  to  stay  at  home.  Parents  need  quality 
choices.  So  this  money  is  also  an  investment  in  quality,  which  we 
do  not  have.  As  more  parents  go  into  the  workforce,  they  need  to 
be  assured  of  the  quality  of  the  child  care  they  are  getting.  But  the 
fundamental  point  is  we  are  talking  about  a  working  population, 
not  about  the  welfare-to-work  population.  And  we  do  believe  that 
an  additional  investment  is  needed.  I  think  the  parents  believe  this 
also.  We  have  talked  to  them  around  the  country. 

Mr.  Porter.  Thank  you,  Madam  Secretary. 

Mr.  Stokes. 

WELFARE  REFORM 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Madam  Secretary,  let  me  personally  say  that  by  virtue  of  being 
the  Ranking  Member  on  the  VA-HUD  Subcommittee,  I  was  re- 
quired to  be  there  this  morning.  We  started  at  9:00.  So,  that  is  why 
I  was  late  getting  here  to  hear  your  presentation.  I  am  sorry  to 
have  put  you  through  that  tribute  you  paid  to  me  twice,  but  I  am 
glad  at  least  I  was  here  to  hear  it. 

I  want  to  thank  you  very  much.  The  special  friendship  that  you 
mentioned  that  I  have  had  with  you  and  your  mother  over  the 
years  is  something  that  I  cherish.  As  everyone  knows,  I  have  great 
respect  and  admiration  for  both  of  you.  I  thank  you  again  for  your 
kind  remarks. 
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Let  me  start  with  a  question  regarding  welfare  reform.  How  well 
is  welfare  reform,  in  operation,  measuring  up  to  the  criteria  that 
it  must  move  people  from  welfare  to  work,  provide  adequate  edu- 
cation, training  and  child  care  to  enable  welfare  recipients  to  be- 
come self-supporting,  encourage  parental  responsibility,  protect  the 
health  and  nutrition  of  children,  and  enhance  State  flexibility? 

Secretary  Shalala.  Congressman  Stokes,  we  don't  know  the  an- 
swers to  those  questions  yet.  What  we  do  know  is  that  a  combina- 
tion of  welfare  reform,  waivers  we  have  granted,  and  particularly 
a  very  good  economy,  have  caused  the  rolls  to  be  reduced  dramati- 
cally. We  have  significantly  fewer  people  on  welfare  than  we  have 
had  in  a  couple  of  decades.  Because  welfare  reform  has  just  begun, 
we  have  no  national  statistics.  We  cannot  determine:  the  perma- 
nency of  these  placements;  whether  people  are  getting  jobs  that 
they  could  move  up  in;  what  is  happening  to  their  children  and  to 
the  cognitive  development  of  children.  There  are  lots  of  studies  out 
there  that  will  give  us  some  of  these  answers.  The  Congress  has 
mandated  a  massive  collection  of  statistics  that  will  give  us  much 
more  sensitive  information. 

We  know  some  other  things,  other  than  welfare  rolls  dropping. 
We  know  that  the  predictions  that  there  would  be  a  race  to  the  bot- 
tom, that  the  States  would  pull  their  money  out  very  fast  and  that 
they  would  lower  their  benefits  and  not  help  people  make  the  tran- 
sition have  not  come  true.  In  fact,  there  are  a  number  of  States 
that  have  added  more  money  and  taken  advantage  of  the  flexibility 
in  welfare  reform  to  add  more  money  to  the  system. 

There  are  a  number  of  States  who  have  allowed  current  welfare 
recipients  to  keep  more  income  as  they  make  the  transition  from 
welfare  to  work,  and  that  prediction  is  not  based  on  geography. 
You  will  find  States  as  enthusiastic  about  doing  that  in  the  South 
as  in  the  North,  in  the  Midwest,  and  in  the  West. 

So  the  early  indications  are  that  people  are,  in  fact,  split  between 
those  that  are  getting  jobs  and  those  that  are  leaving  for  other  rea- 
sons because  they  have  other  sources  of  income.  For  instance,  they 
may  get  married  or  someone  may  take  financial  responsibility.  We 
know  that  child  support  payments  are  up  and  that's  good.  We  know 
that  teen  pregnancy  is  down.  It  is  too  early  to  come  to  a  conclusion 
about  the  questions  that  you  have  asked,  which  are  the  appropriate 
ones:  What  has  happened  to  the  children?  Are  people  really  better 
off?  Does  work  pay?  We  will  have  those  answers,  but  we  don't  have 
them  at  this  moment. 

DISPARITIES  IN  HEALTH  CARE 

Mr.  Stokes.  Madam  Secretary,  let  me  ask  you  this,  and  this,  of 
course,  is  something  I  have  spoken  with  both  you  and  all  of  your 
predecessors  about  for  a  number  of  years.  In  1985,  then  Secretary 
of  the  Department  of  Health  and  Human  Services,  Secretary  Heck- 
ler, commissioned  a  report  to  study  health  care  in  the  United 
States.  That  report  told  us  that  there  was  a  great  disparity  be- 
tween minority  health  and  majority  health  in  this  country.  It  listed 
six  specific  areas,  starting  with  heart  attacks,  stroke,  cardio- 
vascular disease  and  so  forth,  where  there  is  a  wide  disparity  be- 
tween majority  health  and  minority  health.  That  task  force  made 
certain  recommendations. 
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In  1995,  there  was  a  10-year  update  by  the  Department  of 
Health  and  Human  Services  relative  to  this  disparity  in  minority 
health. 

Now,  of  course,  you  have  an  initiative  known  as  Healthy  People 
2000.  Considering  the  fact  that  we  are  about  to  enter  the  year 
2000,  the  new  millennium,  my  question  to  you  is:  How  far  have  we 
come  with  respect  to  closing  the  minority  health  disparity  gap? 

Secretary  Shalala.  We  have  made  progress.  For  instance,  there 
has  been  an  increased  number  of  mammograms  taken  by  African- 
American  women.  We  have  made  remarkable  progress  in  immuni- 
zations, where  90  percent  of  the  kids  now  in  this  country  are  im- 
munized. The  group  that  increased  the  fastest  consisted  of  minority 
kids  because  those  were  clearly  kids  that  were  left  out  of  the  sys- 
tem. Our  massive  effort  to  increase  childhood  immunization  rates 
really  did  make  a  difference. 

But  we  haven't  come  far  enough,  in  the  judgment  of  the  Presi- 
dent and  obviously  of  me.  You  will  remember  that  under  the  De- 
partment's goal  setting  in  Healthy  People  2000,  and  all  previous 
goal  setting,  we  have  set  separate  targets  for  minorities  and  for  the 
white  population. 

The  President  announced  2  weeks  ago  that  in  the  major  priority 
areas  that  you  identified,  infant  mortality,  cancer  screening  and 
management,  cardiovascular  disease,  diabetes,  HIV/AIDS,  infection 
rates  and  child  and  adult  immunization,  we  continue  to  have  gaps 
in  almost  all  the  minority  communities;  whether  it  is  American  In- 
dians or  African-Americans  or  Hispanic  or  Asian  Americans,  these 
are  big  areas.  We  will  no  longer  set  separate  goals  that  are  lower 
than  the  broader  population.  We  will  remove  our  safety  net  and  go 
with  a  new  initiative  in  which  I  would  describe  the  $80  million  we 
have  asked  for  in  this  budget  as  glue  money  and  mobilize  this 
country  to  close  those  gaps. 

We  will  no  longer  be  satisfied  with  lower  targets.  We  will  try  to 
close  those  gaps.  This  is  an  extraordinary  and  historic  effort,  which 
we  have  put  in  the  context  of  the  President's  race  initiative.  This 
is  one  of  the  largest  public  health  steps  that  we  have  ever  an- 
nounced. In  this  budget  is  $80  million,  which  I  would  describe  as 
the  glue  money  that  would  allow  us  to  put  together  the  various  ini- 
tiatives. This  effort  will  be  administered  by  the  new  Surgeon  Gen- 
eral. His  co-leader  will  be  Dr.  Peggy  Hamburg,  who  is  here,  and  is 
the  new  Assistant  Secretary  for  Planning  and  Evaluation.  Dr. 
Hamburg  was  the  New  York  City  Health  Commissioner,  and  knows 
well  the  difficulty  of  closing  gaps  on  the  ground. 

She  made  a  historic  effort,  successfully,  for  instance,  to  reduce 
the  tuberculosis  incidents  in  New  York  City.  She  knows  exactly 
how  tough  this  is  to  do.  She  will  head  the  interagency  group  to  try 
to  do  this.  But  we  have  removed  any  protections  that  we  may  have 
and  made  a  big  commitment. 

hiv/aids  treatment,  prevention,  and  control 

Mr.  Stokes.  HIV/AIDS  also  continues  to  have  a  disproportionate 
impact  on  the  African-American  community.  What  does  this  year's 
budget  request  do  to  make  sure  that  the  investment  in  AIDS  treat- 
ment, prevention  and  control  follows  the  trend  of  the  disease,  espe- 
cially in  high  risk  populations? 
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Secretary  Shalala.  We  have  identified  HIV/AIDS.  As  you  know, 
racial  and  ethnic  minorities  constitute  approximately  25  percent  of 
the  total  U.S.  population.  Yet  they  account  for  nearly  54  percent 
of  the  AIDS  population  and,  therefore,  the  new  resources  that  we 
are  asking  for,  including  some  of  our  increase  for  Ryan  White,  will 
be  targeted  toward  this  population.  Congresswoman  Pelosi  has  led 
this  effort. 

We  need  to  begin  to  shift  our  money  to  target  the  population.  We 
are  making  an  effort  to  do  that,  with  a  special  concentration  on  re- 
ducing differences  through  the  race  and  health  initiative  that  we 
have  announced. 

Mr.  Stokes.  Thank  you,  Madam  Secretary. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Stokes. 

Mr.  Miller. 

Mr.  Miller.  Good  morning. 
Secretary  Shalala.  Good  morning. 

MEDICARE  CHOICE  PLAN 

Mr.  Miller.  Let  me  start  with  some  questions  about  Medicare. 
I  have  several  seniors  in  my  district  in  Florida,  so  it  is  an  issue 
in  which  I  have  a  great  deal  of  interest.  One  section  in  the  bal- 
anced budget  agreement  last  year  was  the  new  Medicare  choice 
plan,  which  is  rather  exciting.  I  think  it  is  maybe  one  of  the  most 
significant  changes  in  Medicare  in  the  30  years  of  the  program. 

But  a  key  part  of  that  is  the  consumer  education  effort,  and  I 
know  HCFA  will  be  coming  forward  here  and  we  will  get  some 
more  details. 

Secretary  Shalala.  Right. 

Mr.  Miller.  But  it  is  a  giant  task  that  you  have,  and  HCFA  has 
to  help  educate  the  seniors  when  this  information  comes  out.  Are 
you  confident  in  your  ability  to  do  this?  Have  you  funded  it  prop- 
erly? 

Secretary  Shalala.  Well,  this  is  our  first  time  out  

Mr.  Miller.  Yes. 

Secretary  Shalala.  It  would  consist  of  educating  consumers  on 
the  choices  that  people  are  going  to  have,  and  of  course  it  has  to 
be  regionalized.  We  would  obviously  put  out  a  Medicare  handbook 
for  the  whole  country. 

This  is  different,  because  we  are  going  to  have  to  break  it  down 
in  a  way  in  which  people  receive  information  about  their  own  com- 
munities, and  what  health  plans  they  can  choose  among  in  their 
home  communities.  So  for  the  Department  this  will  take  an  ex- 
traordinary effort.  And  using  modern  technology  and  working  with 
seniors  groups,  we  have  a  multifaceted,  comprehensive  plan  to  get 
the  information  out,  to  make  it  interactive,  to  train  large  numbers 
of  people,  and  to  work  with  seniors  as  they  make  these  choices. 

It  is  our  first  time  out  doing  this.  I  think  we  have  very  good  peo- 
ple and  they  have  very  good  ideas  about  how  to  do  this.  We  obvi- 
ously will  have  an  advertising  component  to  it,  but  we  are  going 
to  mobilize  communities  to  work  with  us  to  get  this  information  out 
in  a  way  that  people  can  actually  use  it.  It  has  to  be  very  user- 
friendly. 
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Mr.  Miller.  Yes.  It  is  a  marketing  effort.  Having  taught  market- 
ing at  the  college  level,  I  certainly  understand  what  a  giant  mar- 
keting effort  it  will  be. 

Secretary  Shalala.  Well,  we  would  appreciate  your  advice,  Con- 
gressman Miller. 

Mr.  Miller.  You  need  to  recruit  consultants  who  are  able  to  de- 
sign forms,  that  don't  look  too  much  like  government  forms.  It  is 
a  great  opportunity,  but  it  is  going  to  yield  a  lot  of  confusion.  It 
is  scheduled  to  roll  out  in  November  and  you  are  right,  regionaliza- 
tion  of  it  makes  it  even  more  complicated. 

Secretary  Shalala.  And  we  will  have  an  800  number.  There  will 
be  all  sorts  of  ways.  A  number  of  us  intend  to  get  on  the  other  end 
of  the  phones  ourselves  to  see  how  it  is  working  and  to  work  with 
the  programs. 

Mr.  Miller.  It  is  something  that  we  will  work  on  together. 

Secretary  Shalala.  It  is  a  big  effort,  but  we  would  be  happy  to 
have  any  marketing  advice. 

Mr.  Miller.  Obviously,  we  all  need  to  work  together  on  this  one 
because  we  all  agreed  to  it  last  year. 

Secretary  Shalala.  We  would  be  happy  to  give  you  an  individual 
briefing  if  you  would  like  to  see  more  details  of  the  program. 

MEDICARE  USER  FEES 

Mr.  Miller.  We  will  be  sure  to  address  it  when  HCFA  comes  in 
here. 

Under  Medicare  you  have  user  fees  that  have  been  increased  and 
it  is  my  understanding  that  the  Ways  and  Means  Committee 
doesn't  like  the  idea  of  user  fees.  A  lot  of  sources  of  user  fees  are 
providers  and  if  they  are  cost  reimbursed,  doesn't  that  really  mean 
we  are  going  to  pay  for  them  anyway?  If  they  are  not  cost  reim- 
bursed, it  is  not  a  problem  but,  if  you  charge  for  surveys,  that  is 
part  of  their  cost  structure,  isn't  it? 

Secretary  Shalala.  Well,  I  will  check  on  that. 

Mr.  Miller.  Okay. 

Secretary  SHALALA.  We  are  not  going  to  do  a  cost  reimbursement 
on  it  so  they  will  absorb  it  as  part  of  their  overall  costs.  We  are 
asking  them  to  pay  for  audits  and  other  kinds  of  things  that  re- 
quire special  efforts. 

Mr.  Miller.  Again,  the  Ways  and  Means  Committee  has  to  han- 
dle that,  not  us,  but  you  are  spending  the  money  that — you  think 
the  Ways  and  Means  Committee  is  going  to  approve,  and  I  think 
it  causes  problems  when  we  start  addressing  spending  the  money 
if  the  revenues  aren't  going  to  be  there.  I  have  a  problem  if  you 
are  going  to  mandate  we  have  to  be  audited  and  we  are  not  going 
to  reimburse  you  to  be  audited.  There  is  a  fairness  issue  so  we  will 
have  to  see  how  Ways  and  Means  addresses  the  issue.  It  causes  a 
problem  for  us  if  we  don't  have  the  revenue. 

Secretary  Shalala.  Well,  and  that  has  always  been  true  in  the 
appropriations  process.  Obviously,  there  has  to  be  coordination  be- 
tween the  finance — the  appropriate  tax  and  finance  committees, 
and  the  Appropriations  Committees.  But  let  me  say  about  user 
charges.  There  is  the  question  of  who  pays.  They  are  making 
money  on  these  programs.  Medicare  is  now  a  very  good  payer  in 
this  country.  When  I  first  came  here,  everybody  was  complaining 
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and  stating  that  they  were  going  to  get  out  of  Medicare  because  we 
weren't  paying  very  well. 

Given  the  enormous  discounts  that  corporations  have  negotiated 
with  their  HMOs,  we  are  now  a  good  payer  and  we  pay  on  time 
and  we  think  it  is  not  inappropriate  to  have  those  institutions  that 
are  doing  very  well  pay. 

NIH  AND  TOBACCO  SETTLEMENT 

Mr.  Miller.  Well,  some  providers  don't  feel  as  comfortable,  but 
you  are  correct  in  some  areas.  Let  me  switch  to  another  area  and 
that  is  NIH,  which  as  you  know,  this  committee  has  been  very 
strongly  supportive  of.  But  a  lot  of  it  is  related  to  the  tobacco  set- 
tlement. Now,  I  am  not  pro  tobacco,  so  I  should  be  able  to  support 
any  strong  tobacco  program.  If  we  don't  get  a  tobacco  settlement, 
where  are  we  going  to  get  the  money  to  pay  for  NIH? 

I  don't  think  the  Administration  has  provided  the  necessary  lead- 
ership, and  I  don't  see  it  coming  out  of  Congress. 

Secretary  Shalala.  Yes.  Well,  I  think  we  have  provided  the  lead- 
ership. We  began  with  our  FDA  regulations  

Mr.  Miller.  But  you  haven't  submitted  a  plan. 

Secretary  Shalala  [continuing].  Which  the  President  has  put  in 
place.  The  President  has  submitted  principles  under  which  he 
would  approve  pieces  of  legislation  that  would  come  forward.  We 
have  already  indicated  that  a  bill  that  has  been  introduced  on  the 
Senate  side,  which  will  soon  be  introduced  on  the  House  side, 
meets  the  President's  principles.  We  will  review  every  bill  that  is 
introduced  in  that  regard. 

We  have  provided  technical  assistance  to  any  group  of  legislators 
that  are  drafting  bills  in  this  area. 

Mr.  Miller.  Why  don't  you  submit  a  bill? 

Secretary  Shalala.  We  have  made  it  very  clear  that  we  will  sup- 
port comprehensive  legislation.  We  believe  we  can  get  comprehen- 
sive legislation,  that  it  will  be  bipartisan,  because  as  you  indicated, 
there  is  bipartisan  support  for  comprehensive  legislation  in  this 
area. 

Mr.  Miller.  Right. 

Secretary  Shalala.  It  is  not  necessary  that  all  of  you  submit  a 
bill.  There  are  bills  up  here  that  are  acceptable.  We  have  outlined 
in  some  detail  what  the  elements  of  those  bills  would  have  to  be 
for  us  to  support  them  and  we  will  work  very  closely  with  this  bi- 
partisan effort  in  Congress  to  pass  legislation. 

Mr.  Miller.  I  wish  there  was  more  leadership  from  the  Adminis- 
tration. I  think  it  is  a  very  complicated  situation  because  you  have 
the  Judiciary  Committee  and  the  Commerce  Committee  involved. 
You  have  the  agriculture  people,  and  the  vending  machine  people 
upset  because  they  are  being  put  out  of  business.  I  get  concerned 
about  spending  money  before  we  have  it,  and  that  is  what  we  are 
talking  about  doing  with  the  tobacco  company  money,  aren't  we? 
That  extra  billion  dollars  is  really  coming  out  of  tobacco. 

Secretary  Shalala.  Obviously,  the  tobacco  legislation  will  need 
to  be  passed.  We  are  working  very  hard  to  make  sure  that  that 
happens.  There  should  be  no  reason,  in  this  Congress,  that  we  can't 
pass  bipartisan  tobacco  legislation.  It  is  a  very  important  public 
health  step.  There  already  is  bipartisan  support  to  do  that. 


73 


There  are  bills  up  here  which  are  acceptable  to  the  Administra- 
tion. We  are  working  closely  with  committees  that  are  working  on 
bills,  and  there  is  good  reason  to  take  this  very  large  public  health 
step.  Remember  that  for  us,  reducing  smoking  among  kids  is  the 
point  here. 

Mr.  Miller.  Right. 

Secretary  Shalala.  And  that  will  have  an  impact  on  the  budget 
in  the  long  run.  But  it  is  not  unusual  for  us  to  recommend  revenue 
sources  and  then  target  those  revenue  sources  to  pay  for  the  budg- 
et that  we  have  submitted. 

Mr.  Miller.  Thank  you. 

Mr.  Porter.  Thank  you,  Mr.  Miller. 

Ms.  Pelosi. 

WELFARE  REFORM  RESEARCH 

Ms.  Pelosi.  Thank  you  very  much,  Mr.  Chairman. 

Madam  Secretary,  thank  you  for  your  excellent  testimony.  The 
priorities  of  the  Clinton  Administration  are  commendable  and  your 
efforts  to  make  every  dollar  count,  of  course,  are  just  music  to  our 
ears  here.  The  initiatives,  the  21st  Century  Research  Fund,  is  the 
very  least  we  can  do;  hopefully  we  can  find  the  money.  I  hope  that 
that  will  include  investment  in  the  National  Institute  for  Nursing 
as  well,  because  as  we  make  progress  in  all  of  these  other  areas, 
we  must  not  forget  where  we  have  contact  with  the  patients. 

The  child  care  initiative  is  excellent,  and  the  Medicare  buy-in  is 
quite  a  step  forward,  as  well  as  the  other  priorities  that  you  pre- 
sented. 

I  wanted  to  also  commend  your  excellent  leadership,  as  dem- 
onstrated by  your  ability  to  attract  the  talent  that  you  have  in  your 
Department  across  the  board.  I  want  to  join  in  welcoming  Peggy 
Hamburg.  I  know  her  experience  and  her  talent  will  serve  us  all 
very  well. 

I  wanted  to  follow  up  on  a  couple  of  the  questions  posed  by  my 
colleague,  Mr.  Stokes,  in  relationship  to  welfare  reform.  Clearly, 
welfare  reform  has  led  to  important  changes  in  the  lives  of  many 
families.  We  have  read  reports  of  lower  caseloads  across  the  coun- 
try, though  it  is  less  clear  what  the  outcomes  have  been  for  some 
who  have  left  public  assistance. 

I  wonder  if  you  could  tell  us  about  your  research  in  this  area. 
Your  research  program  allows  you  to  track  outcomes  for  families 
formerly  on  Federal  assistance.  I  am  interested  in  the  research  and 
evaluation  efforts  that  the  department  has  under  way. 

Secretary  Shalala.  Well,  the  Congress  authorized  a  huge  data 
collection  effort,  and  in  addition  to  that,  gave  us  a  number  of  mil- 
lion dollars  to  launch  a  research  effort,  which  will  include  both  case 
studies  and  the  development  of  outcome  measures. 

In  addition,  there  are  numerous  private  sector  efforts.  The  major 
foundations  in  this  country  are  also  making  an  effort  to  both  collect 
data  and  to  analyze  it.  So  I  see  this  as  part  of  a  much  larjger  whole 
to  study — this  is  probably  going  to  be  the  most  studied  piece  of  so- 
cial policy  in  American  history  given  the  resource  commitments. 

The  kinds  of  outcome  measures,  we  all  are  interested  in  is 
whether  people  are  fundamentally  better  off.  Does  work  pay  in  a 
way  that  lifts  people  out  of  poverty?  Are  their  kids  doing  better  in 


74 


school?  Are  they  able  to  take  advantage  of  the  educational  and 
training  opportunities  that  we  have  put  in  place?  Are  they  staying 
in  their  jobs,  not  necessarily  the  first  job,  but  are  they  getting  set- 
tled into  a  job?  How  is  the  interaction  between  their  child  care  and 
some  of  the  other  programs  that  we  have  put  in  place  working?  Are 
they  able  to  keep  their  Medicaid? 

One  of  the  great  concerns  that  the  governors  and  I  have  is  the 
place  where  we  registered  people  for  Medicaid  was  in  welfare.  Once 
people  move  off  of  welfare,  they  need  to  be  told  that  they  can  keep 
their  Medicaid  for  a  certain  period  of  time;  every  State,  for  at  least 
a  year,  most  of  them  for  2  years.  And  then  their  children  can  keep 
health  insurance  forever,  because  Congress  has  put  in  place  a  new 
children's  health  initiative.  People  need  to  know  what  they  are  eli- 
gible for,  and  it  is  complicated. 

We  are  requiring  a  change  in  culture.  The  culture  of  the  welfare 
office  is  turning  into  an  unemployment  office.  How  is  this  working? 
How  do  employers  feel  about  it?  Working  with  Congress,  we  have 
put  a  lot  of  welfare-to-work  resources  in  the  Labor  Department;  big 
initiatives  by  the  private  sector.  These  are  new  initiatives  related 
directly  to  low-income  workers:  The  earned  income  tax  credit,  rais- 
ing the  minimum  wage,  all  of  these  things  to  try  to  make  work  pay 
so  people  are,  in  fact,  better  off  in  the  workforce. 

But  it  is  going  to  take  a  little  time  to  find  out  whether  they  actu- 
ally are  better  off;  tracking  them,  getting  the  States  to  collect  the 
information  while  they  are  making  all  of  these  other  changes. 

Ms.  Pelosi.  I  appreciate  that. 

Secretary  Shalala.  It  is  a  big  challenge. 

Ms.  Pelosi.  I  appreciate  that  and  the  fact  that  the  economy  is 

doing  so  well,  of  course  

Secretary  Shalala.  Absolutely. 

women's  health 

Ms.  Pelosi  [continuing].  To  help  some  of  these  people  off  of  Fed- 
eral assistance  as  well. 

I  was  particularly  interested  in  what  the  research  and  evaluation 
effort  is.  It  sounds  to  me  as  if  it  is  something  that  is  being  devel- 
oped and  will  be  public/private  service. 

I  wanted  to  move  on  to  women's  health  issues.  I  want  to  com- 
mend the  work  of  the  NIH  Office  of  Research  on  Women's  Health 
and  other  women's  health  research  at  NIH.  You  are  all  doing  an 
important  job  to  address  the  particular  needs  of  women,  including 
research  on  breast  cancer,  microbicides,  health  care  delivery,  tar- 
geted prevention,  many  other  areas  that  can  help  improve  out- 
comes for  women.  Could  you  bring  us  up  to  date  on  some  of  the 
current  work  at  NIH  addressing  women's  health  issues? 

Secretary  Shalala.  Well,  you  have  identified  the  major  initia- 
tives, and  the  importance  of  the  50  percent  increase  for  NIH  can't 
be  underestimated  in  terms  of  its  impact  on  women's  health.  Par- 
ticularly in  the  area  of  cancer,  where  we  are  really  on  the  verge 
of  breakthroughs,  because  of  genetics  in  molecular  biology.  This  is 
an  opportunity  to  lower  mortality  rates  and  to  develop  strategies 
for  treatment.  The  NIH  has  been  a  leader,  not  only  in  breast  can- 
cer research,  but  in  cervical  cancer.  We  have  work  going  on,  as  you 
pointed  out,  in  the  Institute  of  Nursing  in  the  treatment  of  pa- 
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tients.  So  I  would  identify  all  of  the  diseases,  impacting  on  women 
as  actually  getting  a  push;  including  major  breakthroughs  in  AIDS 
treatment. 

As  you  well  know,  the  AZT  international  trials  were  stopped  be- 
cause we  believed  that  we  have  now  found  a  way  to  reduce  the 
number  of  children  who  are  born  with  AIDS  by  using  a  much 
cheaper  treatment  protocol.  It  was  possible  to  stop  the  clinical 
trials  as  the  first  ones  that  came  on  line  were  analyzed.  We  are  in 
the  process  now,  with  our  international  partners,  of  trying  to  put 
the  resources  together  to  make  sure  that  we  literally  save  millions 
of  lives  around  the  world.  That  is  the  result  of  a  major  investment 
from  NIH,  which  will  affect  women  and  children  around  the  world. 

AIDS  DRUG  ASSISTANCE  PROGRAM  (ADAP) 

Ms.  Pelosi.  Thank  you,  Madam  Secretary.  The  internationaliz- 
ing of  the  effort  is  very,  very  important,  and  I  think  the  Clinton 
Administration  is  to  be  commended  for  it  and  I  will  have  more 
questions  when  Dr.  Varmus  comes  before  us  on  that  issue. 

I  wanted  to  thank  you  for  the  requested  $100  million  increase  in 
the  ADAP  funding  now  that  we  are  on  to  the  subject  of  AIDS. 

As  you  mentioned,  more  people  are  living  with  HIV/AIDS.  As  Mr. 
Stokes  pointed  out,  more  of  these  are  women  and  people  of  color. 
And  the  Ryan  White  programs  across  the  country  continue  to  be 
critically  important. 

I  wonder  if  you  could  comment  on  how  we  can  ensure  that  the 
comprehensive  service  systems  built  by  the  Care  Act  that  facilitate 
access  to  AIDS  drugs  and  primary  care  remain  strong  and  able  to 
help  people  with  AIDS?  And  while  I  am  at  it,  I  will  include,  be- 
cause of  the  time,  my  concern  about  the  flat  funding  for  the  preven- 
tion. I  think  that  our  best  dollar  spent  is  on  the  prevention  of  HIV. 
Thank  you  also  for  requesting  increased  funding  for  research  and 
treatment. 

But  in  terms  of  prevention  and  care,  if  you  could  comment. 

Secretary  Shalala.  Yes.  I  think  that  what  you  are  seeing  is  the 
maturity  of  the  programs.  There  is  much  better  coordination  at  the 
State  and  local  level  and  at  the  community  level,  in  particular. 
While  some  things  in  this  budget  had  to  be  flat-funded,  the  impor- 
tance of  the  increase  of  $165  million  cannot  be  underestimated — 
whether  it  is  emergency  relief  or  the  comprehensive  care  grants 
that  will  go  up.  We  need  to  make  sure  that  we  get  the  social  sup- 
port systems  in  place  and  well-coordinated  with  the  medical  serv- 
ices. And,  make  sure  that  home  and  community-based  care  and 
health  insurance,  continuation  programs,  continue. 

The  Title  II  grants  are  expanded  by  23  percent.  I  think  that  that 
improves  coordination. 

On  the  prevention  side,  communities  are  getting  much  more  ac- 
tive in  prevention  activities,  but  not  enough  for  any  of  us.  There 
are  more  actors  in  the  prevention  world  than  there  have  been  be- 
fore. We  have  identified  the  priority  areas  that  will  improve  local 
coordination  and  local  commitments,  as  well  as  to  make  sure  that 
drugs  and  medical  services  are  available  in  communities.  These  in- 
creases will  take  care  of  that.  Hopefully,  during  the  course  of  the 
year,  we  also  will  have  these  research  components,  and  the  invest- 
ments in  them,  resulting  in  help  in  this  area. 
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Ms.  Pelosi.  Thank  you,  Madam  Secretary. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Ms.  Pelosi. 

Let  me  remind  committee  members  that  we  go  back  and  forth 
from  Republican  to  Democratic  for  those  Members  who  are  present 
at  the  start  of  the  hearing,  and  then  from  that  point  on  we  recog- 
nize those  in  order  of  arrival,  and  we  make  an  exception  for  Rank- 
ing Members  or  subcommittee  chairmen  who  specifically  request 
that  they  go  out  of  order.  We  are  operating  currently  under  the  8- 
minute  rule. 

Ms.  DeLauro. 

QUALITY  IMPROVEMENTS  IN  CHILD  CARE  PROGRAMS 

Ms.  DeLauro.  Thank  you  very  much,  Mr.  Chairman. 

Madam  Secretary,  thank  you.  As  a  cancer  survivor,  I  thank  you 
and  the  administration  for  the  cancer  research  initiative.  I  think 
that  we  know  that  the  opportunity  to  do  research  in  one  area  also 
has  a  payoff,  if  you  will,  in  other  areas  in  looking  at  other  illnesses 
and  diseases. 

Let  me  make  a  comment  first  on  the  chairman's  question  of  why 
we  need  to  deal  with  a  new  child  care  initiative  and  why  we  need 
the  present  child  care  initiative.  Just  two  quick  points.  In  the  State 
of  Connecticut,  State  child  care  is  so  oversubscribed  they  can't  take 
any  more  folks  in  the  program.  There  has  been  an  open  enrollment 
period  of  2  days  in  the  last  2  years. 

We  have  had  800  families  who  applied  for  child  care  so  there  are 
thousands  of  others  who  cannot  avail  themselves  of  the  child  care. 

As  I  understand,  the  State  block  grants  require  that  welfare  re- 
cipients be  treated  first  in  the  priority  and  then  the  working  poor 
second.  The  working  poor  are  being  left  out  of  the  equation  and 
they,  in  fact,  do  not  have  the  opportunity  to  avail  themselves  of  tax 
credits  or  of  child  care. 

So,  again,  I  applaud  the  child  care  initiative.  Long  overdue. 

A  couple  of  questions.  In  1994,  I  was  proud  to  vote  for  the  child 
care  expansion  and  the  Quality  Improvement  Act,  which  reauthor- 
ized Head  Start.  We  are  dealing  with  both  quality  and  expansion, 
which  need  to  go  hand  in  hand.  Without  that,  the  public  isn't  going 
to  provide  the  support  we  need  on  the  program.  We  have  got  the 
scientific  research  on  children's  brain  development  and  the  impor- 
tance of  putting  emphasis  on  the  highest  possible  quality  in  all  of 
our  early  childhood  programs. 

Can  you  describe  for  us  the  steps  proposed  in  the  budget  to  fur- 
ther improve  quality  in  both  the  Head  Start  and  in  the  Early  Head 
Start  programs? 

Secretary  Shalala.  Well,  as  you  know  with  Head  Start,  we  will 
be  going  through  the  reauthorization  process.  In  this  child  care 
fund  that  the  President  is  recommending  is  a  major  new  commit- 
ment to  improve  the  quality  of  child  care,  and  not  just  institu- 
tionalized child  care. 

It  is  important  that  we  establish  quality  networks  in  commu- 
nities for  children  that  are  taken  care  of  in  small  groups  in  individ- 
ual homes.  In  my  own  hometown  of  Madison,  Wisconsin,  there  is 
a  model  program  for  home-based  care  in  which  there  is  a  network 
and  there  is  training  and  opportunities  to  upgrade  skills  for  those 
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who  are  caring  for  small  groups  of  children  in  homes,  where  many 
people  place  their  children. 

In  addition,  we  have  included  in  our  recommendations,  for  moth- 
ers who  choose  to  stay  at  home  with  their  young  children,  an  op- 
portunity for  them  to  get  some  support  and  to  learn  things  that 
will  help  them  with  their  children. 

We  consider  the  quality  investment  not  just  as  an  institutional 
investment,  but  in  the  variety  of  child  care  options  that  we  want 
to  give  parents,  each  one  of  these  require  an  investment. 

The  big  issue  is  access,  clearly,  because  there  are  not  enough  re- 
sources for  low-income  working  parents.  But  it  is  also  quality.  Par- 
ents are  concerned  about  where  their  children  are  placed,  how  to 
judge  quality,  and  about  working  on  ongoing  relationships  with  the 
people  who  take  care  of  their  children,  in  this  country.  And,  I 
would  add  to  that,  not  anticipating  Mr.  Hoyer  asking  me  a  ques- 
tion, this  also  has  resources  for  the  coordination  between  schools 
and  child  care  and  we  are  now  rewarding,  through  financial  sys- 
tems, child  care  centers  and  Head  Start  centers  that  build  collabo- 
rations. And,  all  of  this  will  help. 

We  are  moving  to  a  new  era  in  this  field  that  increases  choice, 
increases  options,  supports  people  in  the  placement  of  their  chil- 
dren, and  improves  quality  across  the  board,  and  uses  existing  in- 
stitutions to  make  it  better. 

Ms.  DeLauro.  And  we  have  an  opportunity  to  learn  from  what 
we  have  done  in  Head  Start  because  there  has  been  a  close  look 
at  Head  Start  in  evaluating  Head  Start  to  see  what  works  and 
what  doesn't  work  so  that  when  we  move  to  the  early  childhood 
programs,  the  zero  to  three  programs,  that  we  are  not  making,  if 
you  will,  the  same  errors. 

Secretary  Shalala.  Well,  that's  exactly  right.  Head  Start  itself 
is  changing.  We  made  the  commitment  some  time  ago,  to  this  com- 
mittee, to  improve  the  quality  of  Head  Start. 

The  zero  to  three  age  group  is  a  perfect  example.  There  is  almost 
no  infant  care  out  there.  If  someone  asked  me,  is  there  enough  wel- 
fare money  out  there  to  pay  for  child  care,  the  answer  is,  no.  There 
is  very  little  money  out  there  to  help  develop  quality  infant  care. 
Parents  are  desperate.  We  need  to  help  develop  quality  infant  care. 
The  zero  to  three  initiative  becomes  very  important  as  part  of  this. 
But,  again,  we  need  to  give  parents  choices. 

If  they  choose  to  stay  home,  if  they  choose  to  work  part-time,  or 
if  they  have  the  choice  to  work  full-time,  there  should  be  quality 
places  for  them  to  place  their  children  while  they  are  at  work. 

Ms.  DeLauro.  Another  question,  but  first  a  final  comment  on 
that.  I  believe  that  we  are  not  serving  the  people  we  represent  well 
if  we  do  not  take  the  studies  that  have  been  produced  on  when  we 
know  the  children  are  learning  from  zero  to  three.  We  have  got  the 
information.  We  don't  need  any  further  studies.  We  have  got  to  try 
to  provide  the  opportunity  to  impact  our  kids  from  zero  to  three  so 
that  they  can  have  a  successful  life. 

I  was  recently  contacted  by  a  grandmother  who  lives  in  my  dis- 
trict. 

Ms.  DeLauro.  In  her  letter  to  me,  the  overworked  grandmother 
told  me  that  her  daughter  was  able  to  get  off  of  welfare,  get  a  job, 
until  the  State  of  Connecticut's  delay  in  paying  the  child  care  pro- 
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vider  forced  the  provider  to  close.  When  the  constituent's  daughter 
lost  her  child  care,  she  also  then  lost  her  job.  Because  she  wasn't 
working,  she  lost  her  welfare  check.  This  is  a  woman  from  Clinton, 
Connecticut.  I  have  the  letter  right  here. 

This  is  the  kind  of  administrative  snafu  that  has  a  real  effect  on 
people's  lives.  In  my  view  it  is  unacceptable.  What  kind  of  over- 
sight does  your  Department  have  to  ensure  that  States  are  dispers- 
ing Federal  child  care  funds  efficiently?  Is  there  anything  that  we 
can  do  at  this  level  to  make  sure  that  this  doesn't  happen  in  Con- 
necticut or  elsewhere  since  people  are  getting  off  of  welfare,  and 
are  trying  to  find  jobs,  but  they  are  getting  caught  in  an  adminis- 
trative nightmare? 

Secretary  Shalala.  Well,  we  do  have  oversight  authority  and 
there  are  rules  about  how  fast  States  should  be  reimbursed.  I'm  not 
familiar  with  this  specific  case.  We  have  moved  to  a  more  business- 
like system. 

The  States  have  expanded  rapidly.  They  are  getting  systems  in 
place  to  make  payments,  but  I  have  heard  some  stories  around  the 
country  about  payments.  Medicare  is  a  perfect  example.  We  pay 
faster  than  the  private  sector  does  now — in  terms  of  reimbursing 
for  bills.  The  Federal  Government  has  rules  in  terms  of  how  fast 
we  have  to  pay.  We  are  paying  so  fast  that  we  are  not  catching 
some  mistakes — which  I  am  concerned  about  at  the  same  time. 
But,  we  need  to  recognize  that  these  child  care  centers  are  places 
where  working  parents  are  placing  their  children  and  they  can't  be 
without  those  options. 

We  would  be  happy  to  look  into  that  particular  case  and  to  talk 
to  the  State  of  Connecticut. 

I  don't  think  we  need  any  additional  authority.  I  think  simply 
communicating  with  the  States,  that  they  need  to  get  their  own 
houses  in  order  in  terms  of  payments  so  that  people  don't  go  out 
of  business.  But  it  tells  you  something  about  how  fragile  the  child 
care  industry  is  and  how  delayed  payments  really  affect  places 
where  parents  can't  pay  very  much  money.  People  that  work  there 
aren't  being  paid  very  much. 

These  are  small  businesses  that  need  to  make  sure  that  their 
cash  flow  remains  consistent.  The  government  should  be  the  last 
place  that  isn't  being  supportive  of  small  businesses,  it  seems  to 
me. 

Ms.  DeLauro.  Thank  you,  Madam  Secretary. 
Thank  you,  Mr.  Chairman. 
Mr.  Porter.  Thank  you,  Ms.  DeLauro. 
Ms.  Lowey. 

FOOD  SAFETY  INITIATIVE 

Mrs.  Lowey.  Thank  you,  Mr.  Chairman. 

Welcome.  It  is  always  a  privilege  for  me  to  have  the  opportunity 
to  talk  with  you  and  work  with  you  and  I  applaud  the  administra- 
tion's overall  agenda  on  health  and  social  issues  and  we  can  all  be 
proud  that  you  are  leading  the  way.  And  I  want  to  join  my  col- 
league in  welcoming  Peggy  Hamburg  here.  It  is  a  pleasure  to  have 
you  as  a  part  of  the  team,  which  is  certainly  a  very  distinguished 
one.  I  thank  you  very  much.  Good  to  have  you  here  with  us  today. 
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A  couple  of  points.  First  of  all,  I  want  to  associate  myself  with 
my  colleague,  Ms.  Pelosi's  leadership,  on  AIDS  issues,  and  I  am 
very  pleased  in  looking  at  your  request  that,  in  addition,  to  the  im- 
portant allocation  of  funds  towards  the  new  drugs,  that  you  also 
understand  that  emergency  assistance  to  communities  with  a  high 
number  of  AIDS  cases  is  absolutely  critical,  certainly  in  the  areas 
that  I  represent. 

Second,  I  also  want  to  applaud  the  administration's  proposed  in- 
crease of  10  percent  for  cancer  research.  Certainly  our  chairman 
and  this  committee  have  been  very  strong  supporters  of  the  Na- 
tional Institutes  of  Health,  and  I  wish  we  could  see  increases  even 
in  addition  to  the  cancer  research  and  to  the  other  illnesses  as  well, 
and  we  would  certainly  work  with  you  towards  that  end. 

I  was  very  pleased  to  see  the  administration's  emphasis  in  the 
budget  again  this  year  on  improving  the  safety  of  our  Nation's  food 
supply.  This  is  an  area  where  I  know  we  share  concerns.  Could  you 
discuss  with  us  how  the  CDC's  food  safety  initiative  will  add  to  the 
cooperative  efforts? 

Secretary  Shalala.  Well,  there  are  a  number  of  aspects  of  the 
food  initiative.  The  CDC  has  asked  for  a  $5  million  increase.  We 
are  going  to  increase  Federal  support  of  22  State  health  depart- 
ments to  detect  food  borne  illnesses.  It  is  the  infrastructure  that 
CDC  is  concerned  about,  and  the  quality  of  the  surveillance  system 
in  the  United  States.  That's  where  we  are  investing. 

There  is  also  an  investment  in  FDA  inspections;  particularly  in 
inspections  abroad.  Again,  they  are  part  of  a  surveillance  system, 
and  we  will  have  investments  there.  We  are  also  going  to  improve 
coordination  between  State  and  Federal  agencies  in  food  handling 
practices  and  food  borne  disease  outbreaks  because  some  of  the 
problems  are  just  communication — so  that  we  can  quickly  identify 
the  problems.  We  are  going  to  make  another  investment  in  re- 
search in  this  area. 

Let  me  also  say  that  we  have  a  two-pronged  or  a  three-  or  four- 
pronged  strategy.  Obviously,  the  research  and  the  surveillance  sys- 
tems, are  expanding  our  oversight  and  coordination.  But,  in  addi- 
tion to  the  technical  and  the  scientific  work  that  we  are  doing,  we 
are  translating  that  evidence  into  everyday  activities.  We  believe 
that  there  should  be  a  high  tech  and  a  low  tech  strategy  with  the 
food  companies  in  this  country — the  private  sector — we  have 
launched  a  campaign  to  get  Americans  to  prepare  their  food  cor- 
rectly, using  cutting  boards  and  cleaning  them;  separating  their 
foods;  to  get  everybody  in  the  family  to  wash  their  hands  before 
they  eat.  Basically  it  is  a  combination  of  food  preparation  and  mak- 
ing sure  that  our  hands  are  clean  before  we  go  to  eat.  These  are 
the  fundamental  public  health  pieces,  which  the  CDC  and  FDA  are 
both  concerned  about,  and  are  working  with  the  Department  of  Ag- 
riculture. This  is  a  massive  effort  to  rebuild  the  infrastructure  and 
at  the  same  time  to  remind  everybody  that  we  have  to  do  the  fun- 
damentals. 

I  was  at  an  elementary  school  in  Cleveland,  talking  to  a  first 
grade  class.  I  asked  the  kids,  what  should  I  tell  the  President? 
And,  the  first  message  was  tell  him  to  wash  his  hands  before  he 
eats. 
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Mr.  HOYER.  Everything  I  needed  to  know  I  learned  in  kinder- 
garten. 

BREAST  CANCER 

Mrs.  Lowey.  I  thank  you  very  much,  and  I  just  want  to  empha- 
size again  that  I  am  particularly  pleased  that  there  is  a  cooperative 
effort.  When  you  go  to  the  supermarket,  or  the  local  food  store 
these  days,  you  see  products  from  every  place  in  the  world.  Cer- 
tainly FDA's  responsibilities  are  critical  in  inspecting  these  prod- 
ucts at  the  source  and  working  with  CDC.  I  am  hoping  that  we  can 
continue  to  make  progress.  I  would  be  remiss,  since  I  do  ask  you 
to  share  with  us  every  year  an  update  on  the  administration's  ef- 
forts regarding  breast  cancer.  I  do  believe  this  administration  has 
taken  the  lead.  We  have  seen  some  important  successes.  We  know 
we  have  a  lot  more  progress  to  make. 

Could  you  share  with  us  the  administration's  initiatives  for  this 
year  towards  our  goal  of  ending  the  scourge  of  breast  cancer? 

Secretary  Shalala.  Yes.  And  this  includes  the  action  plan  for 
breast  cancer.  Our  future  priorities  will  be  focused  on  minority 
communities  where  there  is  less  participation  in  mammography 
and  in  treatment  and  in  services. 

There  will  be  an  enormous  effort  in  taking  the  evidence  that  we 
have  and  making  sure  there  is  larger  participation  by  women  and 
minority  communities  in  the  services  that  are  available. 

In  addition  to  that,  we  intend  to  continue  the  research  priorities 
that  the  National  Cancer  Institute  and  the  other  institutions  that 
are  doing  cancer  research.  I  expect  that  in  treatment  and  identi- 
fication, moving  more  people  to  earlier  detection,  that  we  will  con- 
tinue to  make  progress  in  these  areas. 

Communications,  alone,  has  started  to  make  a  difference.  The 
special  resources  that  Congress  put  into  CDC  to  conduct  outreach 
to  low  income  women  has  begun  to  close  the  gaps  between  African- 
American  women  and  the  general  population.  It  is  important  to 
have  the  prevention  pieces  and  the  research  pieces  together.  I 
think  that  the  Department  has  the  best  coordination  we  have  ever 
had  in  this  area. 

MEDICARE  FRAUD  AND  ABUSE 

Mrs.  Lowey.  In  another  area,  with  the  time  that's  remaining,  in 
looking  at  your  statement  I  am  very  pleased  that  the  administra- 
tion continues  to  place  a  high  priority  on  reducing  fraud  and  abuse 
in  the  Medicare  and  Medicaid  programs,  so  we  can  reprogram 
those  dollars  and  use  them  efficiently  and  effectively. 

Could  you  share  with  us  which  initiatives  you  think  are  the  most 
effective,  what  antifraud  and  abuse  activities  are  you  going  to  high- 
light this  year?  In  other  words,  what  is  working? 

Secretary  Shalala.  Well,  what  seems  to  be  working  is  Operation 
Restore  Trust;  and  the  new  combination  of  the  FBI,  the  U.S.  Attor- 
neys, the  States  attorneys  general.  Their  coordinated  efforts  are  ex- 
panding across  the  country. 

Last  year,  these  efforts  resulted  in  settlements  and  penalties 
that  brought  a  billion  dollars  back  into  the  trust  fund — the  largest 
amount  of  money  ever  put  back  into  the  trust  fund  in  the  history 
of  the  Medicare  program. 
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I  think  that  indicates  that  the  combination  of  a  team  effort — as 
opposed  to  competing  with  each  other — of  identifying  systemic 
fraud  in  the  system,  as  well  as  getting  new  rules  in  place,  has 
made  a  difference. 

The  new  legislation  as  part  of  the  balanced  budget  legislation 
will  obviously  help  us  in  a  number  of  areas,  including  blocking  peo- 
ple from  becoming  Medicare  providers  who  have  previous  felony 
convictions.  We  have  asked  for  some  additional  legislation.  Unfor- 
tunately, people  are  starting  to  use  bankruptcy  laws  as  a  way  of 
getting  out  of  these  investigations.  We  need  to  close  those  gaps.  We 
have  submitted  legislation  in  that  regard.  We  are  putting  in  place 
some  of  the  strongest  rules  we  have  ever  had  in  our  history.  As 
part  of  a  huge  campaign,  senior  citizens  are  urged  to  look  at  their 
own  records  and  report  to  us  if  they  think  there  is  something  un- 
usual about  their  bills. 

We  are  training  people  in  senior  citizens  centers  to  be  our  eyes 
and  ears.  The  other  day  in  New  York  a  woman  walked  up  to  me 
and  said,  I  am  one  of  your  fraud  busters.  It  turns  out  she  lives  in 
Florida.  She  is  one  of  the  people  that  has  been  answering  the  800 
number  and  have  been  following  up  with  her  fellow  senior  citizens 
in  this  area.  We  will  be  announcing  some  expansions  of  these  ef- 
forts. 

Everybody  groaned  and  moaned  because  they  are  used  to  officers 
coming  in  and  saying,  oh,  we  are  taking  care  of  this  because  this 
is  fraud.  We  have  brought  money  back  to  the  treasury.  We  said 
that  we  were  going  to  do  it  if  you  gave  us  the  resources  to  invest, 
and  we  have  done  it.  We  are  asking  for  another  $138  million  this 
year.  It  will  pay  off  tenfold.  We  now  have  coordinated  systems  in 
place  and  everybody  is  out  there  working. 

Mrs.  Lowey.  I  think  my  time  is  up,  but  I  just  want  to  thank  you 
and  say  that  Eleanor  Guggenheimer,  who  you  know  in  New  York 
is  very  much  following  this,  and  her  program  is  very  enthusiastic 
because  they  see  some  results. 

So  I  thank  you,  Mr.  Chairman.  Thank  you. 

Mr.  Porter.  Thank  you,  Mrs.  Lowey.  Under  the  rules,  Mr.  Hoyer 
would  be  next,  but  he  is  yielding. 
Mr.  Wicker. 

Mr.  Wicker.  Thank  you,  Mr.  Chairman.  I  appreciate  my  col- 
league from  Maryland  yielding. 

Madam  Secretary,  let  me  join  the  other  members  of  this  sub- 
committee in  welcoming  you  back  this  year.  Your  testimony  is  al- 
ways very  helpful. 

Secretary  Shalala.  Thank  you. 

Mr.  Wicker.  It  is  a  pleasure  to  visit  with  you. 

Last  year,  we  had  a  discussion  about  what  some  members  of  this 
subcommittee  felt  was  an  unacceptably  low  proposed  level  of  spend- 
ing for  NIH. 

NIH  AND  TOBACCO  SETTLEMENT 

Secretary  Shalala.  Yes. 

Mr.  Wicker.  I  notice  in  this  year's  budget  it  mentions  that  NIH 
is  a  flagship  of  the  President's  Research  Fund  for  America,  and  I 
just  would  simply  say  that  that  didn't  seem  to  be  much  of  a  flag- 
ship last  year,  but  I  am  glad  that  the  administration  was  willing 
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to  work  with  this  committee  and  plus-up  the  funds  for  this  very  im- 
portant program. 

I  want  to  follow  up,  first  of  all,  on  what  Mr.  Miller  was  asking. 
He  was  asking  about  the  additional  $1.15  billion  proposed  by  the 
administration  for  NIH,  and  about  the  role  of  the  tobacco  settle- 
ment in  this.  The  conversation  sort  of  moved  to  the  administra- 
tion's leadership  in  the  tobacco  settlement.  And  I  notice  in  the  lat- 
est issue  of  the  CQ — what  do  I  have  here,  Congressional  Quarterly 
Monitor,  that  congressional  Democrats  said  yesterday  they  believe 
tobacco  legislation  may  have  a  shot  at  becoming  law  this  year,  a 
long  shot,  but  they  wonder  what  role,  if  any,  the  Clinton  adminis- 
tration plans  to  play  in  that  issue. 

Let  me  just  make  sure  that  I  understand  the  administration's  po- 
sition. The  additional  $1.15  billion  increase  in  NIH  is  contingent, 
is  it  not,  on  the  tobacco  settlement? 

Secretary  Shalala.  We  believe  that  a  tobacco  settlement  will 
pass  this  year;  that  it  has  bipartisan  support;  that  we  can  work  out 
a  good,  strong  piece  of  legislation;  and  we  have  submitted  a  bal- 
anced budget,  and  it  is  paid  for.  That  legislation  that  will  be  passed 
in  this  Congress,  and  would  be  the  source  for  funding  the  NIH  in- 
crease. Let  me  make  it  very  clear,  we  are  committed  to  the  NIH 
increase  as  a  priority  of  the  President.  Like  every  other  priority  of 
the  President,  we  work  with  this  Congress  to  identify  revenue 
sources  to  pay  for  those  increases.  However,  we  believe  that  the 
revenue  source  we  have  identified — part  of  a  comprehensive  piece 
of  tobacco  legislation — can  be  passed  this  year  with  very  strong  bi- 
partisan support. 

Mr.  Wicker.  Well,  perhaps  you  are  right.  But  it  does  seem  to  me 
that  without  that  tobacco  tax,  the  money  is  not  going  to  be  there. 
Do  you  support  the  $1.15  billion  in  the  event  you  are  mistaken  in 
the  tobacco  settlement  and  the  tobacco  settlement  is  not  cul- 
minated? 

Secretary  Shalala.  I  don't  think  I  am  mistaken  in  the  ability  of 
this  Congress  to  enact  a  bipartisan  piece  of  legislation. 
Mr.  Wicker.  But  suppose  

Secretary  Shalala.  We  support  it.  Independent  of  identifying  the 
source  of  funds,  yes,  absolutely,  we  support  it.  And,  we  will  work 
with  this  committee. 

Mr.  Wicker.  Well,  boy,  I  sure  do,  too. 

Secretary  Shalala.  And  I  am  sure  you  do,  too. 

HCFA  FUNDING 

Mr.  Wicker.  I  certainly  do. 

Let  me  ask — you  know,  we  fund  the  HCFA  administration  out  of 
discretionary  funds,  and  I  noticed  that  your  proposal  for  fiscal  year 
1999  for  HCFA  is  $2.1  billion.  If  the  administration's  proposal  to 
expand  Medicare  to  include  people  as  young  as  55  is  enacted,  will 
that  figure  be  enough  to  adequately  fund  HCFA  so  that  it  can  han- 
dle the  increased  workload? 

Secretary  Shalala.  Yes,  the  answer  is  yes.  The  actuaries  have 
estimated  we  are  talking  about  300,000  people  that  would  partici- 
pate in  these  programs.  Some  of  them  would  be  simply  buying  back 
into  the  COBRAs.  We  are  talking  about  probably  over  200,000  ad- 
ditional clients  that  HCFA  would  have  to  handle.  HCFA  manages 
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a  program  that  includes  over  30  million  people.  Two  hundred  thou- 
sand is  a  very  small  number.  The  administrative  structures  al- 
ready exist.  People  walk  into  their  Social  Security  office  and  can 
register  for  the  program.  We  anticipate  the  participation  of  a  tiny 
number  of  people,  and  the  infrastructure  to  accommodate  them  al- 
ready exists. 

NURSING  FACILITIES 

Mr.  Wicker.  All  right.  Finally,  Public  Law  104-134,  the  Bal- 
anced Budget  Downpayment  Act,  signed  by  the  President  in  1996, 
instructed  you  to  provide  for  a  study  concerning  the  implementa- 
tion of  a  process  under  which  skilled  nursing  facilities  would  be 
deemed  Medicare  compliant  if  they  become  accredited  by  a  national 
accreditation  body. 

I  understand  that  you  were  required  to  submit  to  Congress  a  re- 
port on  this  study  by  July  1,  1997.  Where  is  this  report? 

Secretary  S  HAL  ALA.  I  don't  know  and  I  will  get  back  to  you. 

Mr.  Wicker.  Well,  do  you  have  any  opinion  about  how  much 
money  we  might  save  if  this  type  of  independent  body,  such  as  per- 
haps the  Joint  Commission  on  Accreditation  of  Health  Care  Orga- 
nizations, could  provide  this  service  as  anticipated  by  Public  Law 
104-134? 

Secretary  Shalala.  Well,  I  think  the  answer  is  

Mr.  Wicker.  Is  my  question  arcane  enough? 

Secretary  Shalala  [continuing].  We  expect  to  have  the  report 
completed  and  submitted  in  the  spring.  It  is  apparently  a  very  com- 
plex issue.  We  have  been  advised  by  both  the  nursing  home  reform 
advocates  and  the  industry  itself  that  a  more  comprehensive  report 
would  be  more  useful.  Unfortunately,  a  comprehensive  report  takes 
more  time  to  complete.  So,  it  is  our  intention  to  submit  the  report 
in  the  spring  and  then  we  will  talk  to  all  of  you  about  whether  you 
want  us  to  go  back  and  do  something  far  more  comprehensive. 

The  one  thing  I  have  learned,  regarding  HCFA,  is  never  to  guess 
at  what  the  cost  of  anything  should  be.  So,  I  would  not  guess.  But 
I  think  that  this  committee  should  take  a  look  at  the  report  and 
let  us  know  what  you  think  we  should  do.  I  would  be  happy  to  dis- 
cuss it  with  you  at  that  time. 

Mr.  Wicker.  But  your  notes  indicate  that  this  might  be  ready  by 
spring? 

Secretary  Shalala.  It  will  be  ready  in  the  spring. 

Mr.  Wicker.  This  year? 

Secretary  Shalala.  This  year. 

Mr.  Wicker.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Wicker. 

Mr.  Hoyer  continues  to  yield.  Mrs.  Northup. 

NIH  FUNDING 

Mrs.  Northup.  Thank  you,  Mr.  Hoyer. 

Secretary,  thank  you  very  much  for  being  here  today.  I  think  we 
all  have  so  many  questions  about  all  the  programs  and  all  the  dif- 
ferences you  make  in  the  lives  of  the  people  that  live  in  our  dis- 
trict. 
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I  would  like  to  start  by  just  asking  you  to  give  me  a  better  in- 
sight into  what  your  role  is  in  dividing  up  NIH  funds,  and  in  par- 
ticular, by  disease  or  by  institute. 

And  if  you  would  allow  me  just  to  preface  my  question  with  say- 
ing that  we  are  often  sort  of  bombarded  on  this  committee  by  peo- 
ple that  have  specific  concerns.  Obviously,  if  you  have  Parkinson's, 
there  is  not  another  more  serious  disease  in  the  world  than  Parkin- 
son's. I  mean,  it  is  so  serious  and  so  terminal. 

And  we  have  tried  to  let  the  scientists  designate  funds,  both  be- 
cause they  know  what  the  research  capabilities  or  maybe  impend- 
ing breakthroughs  are  and  also  because  I  think  it  is  the  Chair- 
man's wisdom,  I  have  been  very  appreciative  of  it,  that  the  last 
thing  this  committee  ought  to  do  is  become  captive  to  all  the  politi- 
cal forces  that  might  direct  research  dollars. 

And  I  guess  my  question  to  you  is:  Are  you  also  bombarded  by 
the  same  types  of  pressures?  And  what  your  role  is  and  whether — 
you  know,  what  you  think  is  appropriate  in  trying  to  provide  these 
answers  and  designate  money? 

Secretary  Shalala.  I  am  bombarded  by  so  many  people  on  so 
many  issues.  I  am,  like  everyone  else,  lobbied  heavily  not  only  on 
NIH  but  on  a  variety  of  different  issues. 

I  think  what  we  are  talking  about  is  the  emphasis  that  the  Presi- 
dent has  put  in  this  budget,  which  expands  the  NIH  base  by  50 
percent  over  5  years,  and  recommends  a  goal  for  cancer  research, 
not  for  the  National  Cancer  Institute,  of  65  percent. 

Dr.  Varmus  will  have  more  to  say  about  that  I  indicated,  before 
you  came  in,  that  we  are  on  the  verge  of  cancer  breakthroughs,  be- 
cause of  molecular  biology  and  genetics,  and  we  believe  this  invest- 
ment would  make  some  sense.  As  to  the  normal  internal  process 
of  allocation:  once  this  committee  has  made  a  decision  and  the  Con- 
gress has  passed  the  budget,  the  Director  of  the  National  Institutes 
of  Health  follows  the  internal  allocation  process  which  involves  the 
institute  directors.  I  am  not  involved  in  that  process. 

Mrs.  Northup.  Are  you  involved  in  the  proposals  that  you  all 
make?  For  example,  do  you  look  at  any  of  the  charts  that  are  avail- 
able that  show  we  spend  this  much  for  one  particular  disease,  an- 
other amount  for  another  particular  disease? 

I  was  particularly  impressed  last  year  by  the  autism  community 
that  came  and  talked  to  us,  and  I  think  their  complaint  was  that 
there  might  be  fewer  proposals  that  were  even  proposed  to  NIH  be- 
cause the  beginning  research,  the  sort  of  seed  type  of  research, 
hadn't  been  available.  And  I  am  wondering  at  what  level  we  ad- 
dress those  issues  and  who  is  involved  in  answering  those  ques- 
tions? 

Secretary  Shalala.  I  think  that  the  increase  of  50  percent  over 
5  years  gives  NIH  the  opportunity  to  explore  areas  that  have  not 
necessarily  been  the  highest  priority  for  their  scientists.  It  allows 
them,  as  NIH  is  very  good  at  doing,  to  put  resources  in  diseases 
in  which  there  is  not  necessarily  a  lot  of  patients. 

I  think  you  should  see  the  50  percent  increase  as  an  opportunity 
in  many  ways  for  every  disease  to  get  a  boost  and  to  get  an  addi- 
tional investment.  We  are  not  simply  talking  about  increases.  We 
are  talking  about  the  steadiness.  The  things  that  are  important  to 
scientists  and  to  this  generation  of  scientists  is  some  assurance  of 
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what  the  spending  level  is  going  to  be  over  a  substantial  period  of 
time  so  that  they  can  make  investments  in  terms  of  their  own  ca- 
reers and  the  direction  of  their  scientific  investigations. 

This  committee,  the  leaders  of  this  administration,  and  the  sci- 
entific leaders  in  this  country  are  very  concerned  that  we  are  deter- 
ring some  of  the  brightest  young  scientists  in  the  country  from 
going  into  research  because  of  our  inability  to  assure  them  that 
training  funds  and  research  investments  are  going  to  be  there  for 
their  entire  careers,  if  they  do  first  rate  work. 

Mrs.  Northup.  Well  

Secretary  Shalala.  I  think  that  is  very  much  a  part  of  the  in- 
vestment that  the  President  has  decided  to  make. 

FRAUD  INITIATIVES 

Mrs.  Northup.  Well,  I  understand  that,  and  I  share  my  col- 
league's observation  that  we  are  glad  that  the  President  has  con- 
verted to  that  since  last  year's  proposal.  But  I  think  that  in  a  sense 
by  most  of  us,  that  most  choices  would  all  be  solved  if  there  would 
be  a  new  stream  of  revenue.  We  have  to  at  least  ask  the  questions, 
if  that  funding  stream  doesn't  exist,  what  our  other  options  are. 

I  would  like  to  ask  another  question  about  HCFA.  And  I  appre- 
ciate the  fraud  initiatives  that  have  been  ongoing.  I  am  somewhat 
confused  about  the  balanced  budget  bill  last  year  that  included 
some  fraud  provisions,  and  whether  or  not  we  are  prosecuting 
fraud  under  those  or  going  back  to  old  statutes.  I  have  had  a  num- 
ber of  hospitals  in  particular  complain  that  the  Department  of  Jus- 
tice has  been  very  aggressive  about  saying,  settle  and  pay  up  this 
fine  now  and  we  won't  prosecute  you  at  a  much  higher  level  when, 
actually,  their  HCFA  advisor,  their  intermediary,  has  approved 
their  processes  in  the  past.  They  have  said,  yes,  this  is  an  appro- 
priate code  and  now  the  Department  of  Justice  says  it  isn't.  And 
they  have  like  30  days  to  respond  and  settle,  or  else  they  are  going 
to  be  prosecuted  at  a  higher  level.  And  I  wonder  if  that's  appro- 
priate and,  whether  you  make  that  decision  or  the  Department  of 
Justice  or  HCFA,  that  that  is  who  will  prosecute  the  case? 

Secretary  Shalala.  No.  The  decisions  on  prosecution  are  made 
by  the  Department  of  Justice.  That  question  should  be  addressed 
directly  to  them. 

Mrs.  Northup.  Did  my  alarm  go  off? 

Mr.  Porter.  No.  You  have  about  another  minute. 

SUBSTANCE  ABUSE  AND  MENTAL  HEALTH  SERVICES  ADMINISTRATION 

(SAMHSA) 

Mrs.  Northup.  One  more  question,  about  SAMHSA.  I  have  been 
surprised  that  SAMHSA  hasn't  been  more  highly  profiled  in  the 
discussion  of  how  we  approach  children  with  respect  to  smoking, 
and  in  portioning  out  funds  from  the  tobacco  settlement.  I  think  we 
all  agree  there  are  some  public  policy  changes  needed.  There  may 
need  to  be  an  increase  in  price,  but  certainly  appealing  to  the  heart 
and  mind  of  children  through  media,  through  education,  is  very  im- 
portant. And  I  haven't  felt  that  there  has  been  a  significant 
amount  of  the  money  given,  or  directed  in  that  area.  SAMHSA  has 
been  the  lead  agency  in  getting  to  our  young  people,  regarding 
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other  health  needs,  drugs  and  other  alcohol,  and  I  have  just  been 
surprised  that  we  haven't  involved  them  more  in  the  prevention. 

Secretary  Shalala.  They  have  been  the  lead  on  the  Synar 
amendments.  They  have  done  a  very  good  job.  All  States  are  in 
compliance  with  the  Synar  amendments,  and  it  could  be  that  be- 
cause FDA  has  been  so  visible.  They  are  very  much  an  integral 
part  of  the  team  and  to  the  extent  that  people  think  there  is  a  rela- 
tionship between  substance  abuse  in  general  and  other  kinds  of 
things,  they  have  been  integral.  So  it  has  been  CDC,  FDA, 
SAMHSA  and  the  rest  of  the  Public  Health  Service,  and  I  will  take 
your  comments  to  heart. 

Mrs.  Northup.  How  much  of  the  tobacco  settlement  will  actually 
go  to  them? 

Secretary  Shalala.  CDC  is  leading  this  through  the  Office  of 
Smoking  Prevention.  That  is  the  way  it  has  been  historically  allo- 
cated. SAMHSA  has  the  lead  on  the  enforcement  of  the  Synar  regu- 
lations. They  have  just  submitted  a  comprehensive  report  to  Con- 
gress on  that. 

There  are  different  roles  for  different  folks  and  historically,  the 
CDC  has  had  the  Office  of  Smoking  Prevention  located  in  that  of- 
fice. I  can  assure  you,  SAMHSA  has  been  at  every  table  in  every 
discussion. 

Mrs.  Northup.  Thank  you,  Mr.  Chairman. 
Thank  you,  Mr.  Hoyer. 
Mr.  Porter.  Thank  you,  Mrs.  Northup. 
Mr.  Hoyer. 

Mr.  Hoyer.  Thank  you  very  much,  Mr.  Chairman. 
Madam  Secretary,  I  join  my  colleagues  in  welcoming  you  to  this 
committee. 

Mr.  Chairman,  I  asked  the  staff  to  look  at  the  record.  This  de- 
partment was  formed  in  1953,  as  we  currently  know  it,  and  obvi- 
ously there  were  other  appropriations  put  in  in  earlier  years  but 
in  that  45  years  Secretary  Shalala  is  the  longest  serving  Secretary 
of  the  Department,  in  looking  at  the  record. 

I  make  this  observation  because  I  believe  that  one  of  the  prob- 
lems we  have  had  in  high  levels  of  government  since  I  have  been 
on  this  committee,  in  the  Congress,  is  the  very  rapid  turnover,  av- 
erage 2-year  stay,  as  Secretary  of  the  Department.  It  is  very  dif- 
ficult to  get  a  handle  on  a  department  as  complex  and  as  large  as 
the  Health  and  Human  Services  Department  and  harder  still  to  im- 
plement policy  in  that  short  period  of  time. 

I  want  to  congratulate  President  Clinton  for  choosing  Secretary 
Shalala.  I  do  not  know  that  I  have  served  with  a  more  knowledge- 
able, energetic,  focused,  effective  Secretary.  We  have  had  some 
good  Secretaries.  That  is  not  to  denigrate  any  of  the  Secretaries. 
It  is  a  good  company  in  which  I  make  this  comparison  and  I  want 
to  congratulate  you,  Madam  Secretary.  You  have  been  absolutely 
extraordinary  in  my  opinion  

Secretary  SHALALA.  Thank  you. 

Mr.  Hoyer  [continuing].  Of  your  grappling  with  the  problems  of 
the  Department  and  even  in  engaging  with  the  Congress  on  jointly 
solving  those  problems  and  funding  our  priorities. 

Mr.  Obey.  What  do  you  expect?  She  is  from  Wisconsin. 

Mrs.  Lowey.  But  we  claim  her  in  New  York. 
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Mr.  Hoyer.  That  is  why  I  was  so  surprised,  Madam  Secretary. 
But  you  have  overcome  whatever  obstacles  have  been  placed  in 
front  of  you. 
Ms.  DeLauro.  And  your  association. 
Mr.  Obey.  How  are  the  Terrapins  doing? 

COORDINATED  SERVICES 

Mr.  Hoyer.  Not  bad,  as  a  matter  of  fact.  The  only  team  to  beat 
two  number  one  teams  this  year,  I  might  say. 

I  don't  know  how  we  got  sidetracked  into  that,  Madam  Secretary. 
But  Madam  Secretary,  I  want  to  congratulate  you  and  the  Presi- 
dent. The  investments  that  this  administration  has  proposed  were 
supported  by  77  percent  of  America.  You  don't  get  a  much  better 
democracy  than  that. 

I  know  this  committee,  in  a  bipartisan  way,  will  support  many, 
many  of  those  alternatives.  I  support,  as  well,  a  tobacco  settlement. 
I  want  to  say  I  was  in  a  very  interesting  meeting  with  Governors 
Hunt  and  Patton,  who  both  said  very  strongly  that  they  were  in 
favor  of  a  tobacco  settlement  and  the  Congress  adopting  legislation, 
which  I  thought  was  very  interesting,  and  they  thought  it  was  the 
moral  and  right  thing  to  do  for  this  Nation.  I  hope  we  do  it. 

You  anticipated,  of  course,  my  question  because  I  have  been  fo- 
cused on  this  for  many  years,  coordinated  services.  And  I  am 
pleased  to  see  that  you  are  rewarding  collaborative  services. 
Madam  Secretary,  I  would  ask  you  to  bring  me  up-to-date  on  how 
you  see  our  progress?  I  have  historically  talked  about  Labor,  Edu- 
cation and  Health  and  Human  Services.  I  would  add  to  that, 
Madam  Secretary,  HUD  and  USDA.  As  I  have  thought  about  this 
question  and  talked  to  you  and  Secretary  Riley  and  Secretary  Reich 
and  now  Herman  about  it,  it  occurs  to  me  that  USDA  and  HUD 
are  absolutely  critical  components  if  we  are  going  to  have  full  fam- 
ily service  centers.  Joy  Dryfoos  refers  to  them  as  full  service 
schools.,  But  they  are  school-based  and  complimentary  at  school 
sites  or  co-located  sites.  Can  you  tell  me  what  progress  we  are 
making  in  this  area?  You  have  already  mentioned  it,  but  I  would 
like  you  to  be  broader  in  your  answer,  if  you  could  be. 

Secretary  Shalala.  Well,  if  the  question  is  specifically  on  the 
early  childhood  programs,  what  I  noted  was  that,  as  we  expanded 
Head  Start,  we  gave  priority  to  applicants  that  formed  operational 
and  funding  partnerships  with  other  community-based  early  child- 
hood programs.  I  took  some  flack  from  some  more  traditionalists 
who  didn't  want  to  do  this  kind  of — or  were  afraid  of  doing  this 
kind  of  reaching  out,  but  it  actually  allowed  Head  Start  to  focus 
more  on  full-day,  full-year  services  to  accommodate  the  needs  of 
low-income  working  parents  in  particular.  So  I  think  we  moved 
that. 

In  addition,  we  provided  grants  to  all  50  States,  plus  the  District 
of  Columbia  and  Puerto  Rico,  to  establish  new  Head  Start  collabo- 
rative projects.  This  was  done  to  coordinate  early  childhood  pro- 
grams in  the  State.  This  meant  that  they  had  to  meet  with  other 
agencies  at  the  same  time.  So  we  didn't  just  try  to  do  it  with  new 
initiatives  at  the  local  level. 

We  also  gave  grants  to  the  States  and  said,  it  is  time  you  move 
ahead  in  this  area. 
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We  are  also  coordinating  school-age  care,  and  that  involves  all 
the  agencies  that  you  have  indicated  in  the  child  care  initiative.  We 
are  all  going  to  work  to  coordinate  and  avoid  duplication  in  the 
after-school  programs. 

As  you  know,  the  President's  investments  include  $800  million 
for  after  school  programs  designated  for  the  Department  of  Edu- 
cation. We  believe,  after  school  programs  need  to  be  coordinated 
with  other  programs.  We  have  already  started  that  process  in 
meeting  with  other  agencies. 

In  terms  of  trying  to  increase  the  amount  of  one-stop  shopping, 
there  str  crosscuts  going  on  between  the  agencies.  I  agree  with  you. 
I  was  once  at  HUD  early  in  my  career  as  an  assistant  secretary, 
and  HUD  is  very  much  a  player  here  in  terms  of  getting  these  ac- 
tivities coordinated.  USDA  works  with  us  on  a  number  of  different 
issues,  particularly  related  to  early  childhood,  because  of  the  WIC 
and  the  other  programs  that  they  have  made  investments  in. 

Mr.  Hoyer.  Madam  Secretary,  I  will  be  writing  to  you  and  the 
four  other  secretaries  of  the  departments  I  mentioned,  asking  you 
for  advice  on  what  we  might  do  in  this  bill  to  facilitate  and  encour- 
age the  integration  of  programs  at  the  Federal  level  so  that  access- 
ing them  at  the  local  level  in  a  family  service  center  setting  would 
be  assisted. 

Secretary  Shalala.  Okay. 

Mr.  Hoyer.  I  would  appreciate  your  help  on  that. 

Your  department  has  been  vigorous  in  enforcing  Head  Start 
quality  and  shutting  down  programs  that  can  not  do  what  we  need 
for  kids.  The  committee  members  don  t  know  this — I  am  sorry  all 
our  Republican — Majority  Members  have  left.  This  is  the  first  Sec- 
retary— not  you,  Mr.  Chairman. 

Mr.  Porter.  I  am  still  here. 

Mr.  Hoyer.  Mr.  Chairman,  I  think  of  you  as  sort  of  the  speaker 
in  this.  You  are  with  all  of  us. 
Ms.  PELOSI.  Above  the  fray. 
Mr.  Hoyer.  You  are  with  all  of  us. 

EARLY  START  QUALITY 

Mr.  Hoyer.  The  fact  of  the  matter  is,  this  is  the  first  Secretary 
of  Health  and  Human  Services  who  has  looked  Head  Start  provid- 
ers in  the  eye  and  said,  we  expect  outcomes,  not  just  process.  The 
first  time  that  any  Head  Start  grantees  have  been  cancelled  since 
1965. 

I  am  not  in  favor  of  cancelling  Head  Start  programs.  We  are  for 
expanding  them  and  improving  quality  and  access.  But  the  fact  of 
the  matter  is,  if  they  don't  do  the  job,  we  are  kidding  the  parents 
and  the  kids  and  ourselves. 

I  want  to  congratulate  you  on  that. 

The  Early  Head  Start  program,  what  steps  are  being  taken  to  en- 
sure that  we  do  not  have  the  same  kind  of  quality  problems  with 
Early  Head  Start  expansion  that  we  did  with  Head  Start  expan- 
sion? 

Secretary  Shalala.  Because  we  have  the  quality  money  to  invest 
in  Early  Head  Start,  as  we  have  put  those  programs  in  place,  we 
have  also  put  the  outcomes  measures  and  a  lot  of  technical  assist- 
ance on  the  front  end.  After  all,  there  is  very  little  infant  care  in 
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this  country.  There  is  not  a  lot  of  experience,  but  there  is  a  lot  of 
research  in  the  area.  So,  again,  as  Congresswoman  DeLauro  point- 
ed out,  we  need  an  evidence-based  system. 

Second,  the  new  child  care  initiative  the  President  has  laid  out 
has  a  quality  investment  as  part  of  it;  and,  increasingly,  it  seems 
to  me,  we  have  to  do  this  in  an  integrated  manner.  We  have  got 
to  bring  the  evidence  to  bear  on  the  design  of  programs  and  on  the 
ongoing  management  of  programs. 

Mr.  Hoyer.  Thank  you.  I  have  other  questions,  but  I  will  do  it 
on  the  second  round.  Thank  you  very  much,  Madam  Secretary. 

Mr.  Porter.  Thank  you,  Mr.  Hoyer.  There  will  be  a  second  round 
after  Mr.  Obey's  questions.  I  will  ask  members  if  they  intend  to 
stay  for  the  second  round,  and  then  we  will  divide  up  the  time. 

Mr.  Obey. 

EMERGING  INFECTIOUS  DISEASES 

Mr.  Obey.  Thank  you,  Mr.  Chairman. 

Just  a  couple  of  questions,  Madam  Secretary. 

A  while  back,  we  heard  a  lot  of  news  about  the  outbreak  of  a  new 
flu-like  virus  in  Hong  Kong.  In  the  past,  we  have  had  concerns  ex- 
pressed about  things  like  Ebola.  I  mean,  the  world  is  a  smaller  and 
smaller  place,  given  the  way  people  travel  routinely  around  the 
world  almost  on  a  weekly  basis.  What  do  you  see  as  the  most  ur- 
gent threats  in  emerging  infectious  diseases  and  how  do  you  and 
CDC  plan  to  deal  with  them? 

Secretary  Shalala.  Obviously,  the  flu-like  viruses  that  we  are 
beginning  to  see — and  the  avian  flu  in  Hong  Kong  was  an  example 
of  that,  hantavirus,  Ebola,  AIDS  and  all  sorts  of  diseases  of  which 
we  haven't  named  yet — and  the  CDC,  thanks  to  this  committee,  is 
starting  to  get  the  kinds  of  investments  it  needs. 

There  is  another  round  of  investments  that  we  have  requested  in 
this  budget  for  emerging  and  infectious  diseases.  In  addition,  we 
need  to  build  up  the  U.S.  infrastructure,  so  we  have  much  quicker 
turnaround  times  so  that  we  can  make  the  diagnoses  much 
quicker,  we  can  track  these  diseases  much  faster  and  get  at  them 
much  quicker.  That  is  part  of  the  overall  strategy  of  this  budget. 

And,  third,  our  international  investments,  as  I  indicated  to  you 
at  the  State  of  the  Union,  I  consider  the  nomination  of  Dr. 
Grobroton  of  Norway  as  the  new  head  of  the  World  Health  Organi- 
zation (WHO)  a  major  step  in  the  right  direction  for  the  world  in 
terms  of  upgrading  the  quality  of  the  WHO. 

Mr.  Obey.  Very  good. 

Secretary  Shalala.  I  hope  that  the  appropriations  process  will 
recognize  that  the  international  health  investments  that  we  make. 
Because  taking  someone  of  her  caliber  for  that  position — the  U.S. 
will  vote  in  May,  and  we  will  be  voting  for  her — is  a  critical  step 
and  will  dovetail  with  the  kinds  of  investments  we  are  making  in 
CDC. 

We  are  also  concerned  about  the  old  diseases.  I  have  just  finished 
a  trip  the  end  of  last  year  to  the  east.  Tuberculosis,  in  India,  and, 
encephalitis  in  Japan,  and  AIDS  continues  in  that  part  of  the 
world.  There  are  a  whole  range  of  diseases  without  emphasis  on  in- 
frastructure, tracking  systems  and  early  reporting. 
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We  are  trying  enthusiastically,  with  great  help  of  the  Rotary 
Clubs,  to  eliminate  polio  by  the  end  of  the  century,  perhaps  by 
2002.  But  we  have  got  a  lot  of  work  to  do,  and  these  investments 
and  CDC's  prominence  is  critical. 

DISEASES  RESISTANT  TO  ANTIBIOTICS 

Mr.  Obey.  What  about  the  problem  of  diseases  that  are  increas- 
ingly becoming  resistant  to  antibiotics,  TB,  the  practice  of  feeding 
agricultural  animals  antibiotics  on  a  routine  basis?  I  mean, 
what  

Secretary  Shalala.  That  is  part  of  it. 

Mr.  Obey.  I  mean,  what  are  we  doing  and  what  do  we  need  to 
do  in  order  to  deal  with  that  problem? 

Secretary  Shalala.  I  think  we  need  to  do  two  things. 

One  problem  is  the  tendency  to  overmedicate  in  both  this  country 
and  abroad  and  the  inappropriate  use  of  antibiotics.  We  started  a 
conversation  about  an  evidence-based  system,  and  we  need  to  be  as 
careful  about  overmedication,  as  we  are  about  the  undermedication 
in  this  world. 

Second,  because  we  are  getting  drug-resistant  strains,  we  need  to 
do  much  more  work  in  many  parts  of  the  world  to  develop  vaccines 
and  other  treatment  strategies  to  overcome  that  kind  of  resistance. 

You  might  get  Dr.  Varmus  into  a  conversation  about  malaria — 
still  a  disease  that  kills  millions  and  millions  of  people  and  a  dis- 
ease that  we  need  to  pay  attention  to  again. 

We  have  19th  century  diseases  that  have  returned  in  full  force, 
and  we  need  to  make  sure  that  the  no-named  diseases  aren't  the 
first  ones  we  attack.  But  that  we,  have  a  designed  strategy  for  at- 
tacking the  problem.  I  think  that  you  will  find  both  in  Dr.  Varmus' 
testimony  and  the  CDC's  testimony  a  reflection  of  our  own  internal 
strategies.  We  fought  hard  for  these  relatively  small  amounts,  com- 
pared to  other  things,  in  the  laboratories,  as  well  as  the  funding 
for  the  Centers  for  Disease  Control,  NIH  and  FDA. 

NIH  OUTYEAR  FUNDING 

Mr.  Obey.  Let  me  ask  you  a  different  question  and  play  devil's 
advocate. 

I  don't  know  if  you  ever  read  Canticle  of  Lebowitz,  a  book  that 
was  out  25  years  ago.  I  just  read  it  again  and  another  one  by  the 
same  author.  And  you  get  all  sorts  of  holy  of  holies,  all  kinds  of 
burning  of  incense  at  the  altars  of  whatever  mystical  group  society 
is  supposed  to  follow  this  year.  I  have  got  some  honest  questions 
about  whether  or  not  NIH  in  the  outyears  can  absorb  the  kind  of 
money  that  we  are  talking  about  putting  into  their  budgets. 

You  know,  I  know  that  20  years  ago  we  had  a  race  between  both 
parties  to  show  who  is  most  against  cancer.  I  would  guess  the  next 
5  years  we  will  have  a  race  between  the  parties  to  see  who  is  most 
for  NIH  research. 

But,  I  mean,  does  NIH  really  have  and  does  the  scientific  com- 
munity really  have  the  capacity  to  take  the  kind  of  money,  addi- 
tional money  we  are  talking  about,  in  the  fourth  and  fifth  year  of 
this  ramp-up?  How  high  do  we  want  to  get  in  the  percentage  of 
grants  we  are  actually  funding  before  we  are  running  out  of  quality 
science?  Are  we  going  to  be  seeing  NIH  want  to  proceed  with  a 
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bunch  of  new  buildings,  either  on  the  Bethesda  campus  or  another 
campus? 

I  mean,  I  don't  have  any  doubt  that  they  can  absorb  some  money 
in  the  first  couple  of  years;  but,  beyond  that,  how  much  of  the 
money  that  we  are  throwing  at  that  wall  is  really  going  to  stick? 

Secretary  Shalala.  I  think  those  are  very  important  questions  to 
ask  not  only  me  but  the  Director  of  the  National  Institutes  of 
Health  and,  in  fact,  the  scientific  community. 

I  would  point  out  that  some  of  this  money  is  clearly  catch-up.  We 
would  like  to  fund,  initially,  a  third  of  all  of  the  grants;  and  we 
have  laid  out  a  strategy  to  do  that.  The  scientific  community  has 
had  a  pretty  good  consensus  on  that. 

In  addition,  some  of  the  money  is  for  training  for  the  next  gen- 
eration of  scientists  and  to  make  sure  that  we  have  enough  train- 
ing dollars  to  finance  the  next  generation  of  scientists. 

Mr.  Obey.  Well,  what  kind  of  request  do  you  think  we  are  going 
to  wind  up  getting  for  brick  and  mortar? 

Secretary  Shalala.  There  is  no  significant  request  in  what  the 
President  is  putting  forward  for  bricks  and  mortar,  beyond  the 
commitments  we  have  made.  We,  obviously,  will  have  some  re- 
placement costs,  but  we  have  no  plans  for  a  huge  expansion  of  the 
NIH  campus. 

As  you  know,  we  have  been  shifting  money  to  the  research  uni- 
versities in  this  country;  and  I  believe  that  both  the  scientific  com- 
munity as  well  as  the  director  of  NIH  are  prepared  to  answer  this. 

Mr.  Obey.  That  is  what  I  am  getting  at.  There  isn't  a  week  that 
goes  by  that  some  university  walks  into  my  office  and  wants  some 
special  treatment  to  get  money  earmarked  for  this  or  for  that;  and 
I  am  simply  wondering,  with  the  significant  ramp-up  that  we  get 
at  NIH,  how  much  more  are  we  going  to  be  stimulating  universities 
to  be  coming  to  us  to  help  fund  buildings  which  they  are  going  to 
say  they  need  in  order  to  fund  the  research  which  is  being  farmed 
out  by  NIH  to  the  units  to  do  the  work? 

Secretary  Shalala.  Well,  Congressman  Obey,  as  you  well  know, 
it  doesn't  take  much  stimulus  for  the  universities  to  come  and  ask 
you  for  buildings. 

Mr.  Obey.  But  I  hate  to  give  them  a  gold-plated  invitation. 

Secretary  Shalala.  Right.  We  did  have  an  initial  conversation 
about  the  infrastructure  of  the  universities,  about  their  laboratories 
and  the  need  for  changes  in  their  laboratories.  And,  as  you  know, 
there  are  major  reports  from  the  National  Academy  of  Sciences, 
from  the  NSF  most  recently,  about  the  research  infrastructure 
needs. 

The  President's  1999  budget  submission  does  not  anticipate  that 
request  as  part  of  our  overall  money,  and  we  have  not  put  it  in  any 
of  the  materials  that  we  have  transmitted  to  you. 

I  can  answer  the  specific  question  about  how  the  scientific  enter- 
prise will  ramp  up  and  I  can  answer  the  question  about  the  NIH 
campus.  We  have,  under  Dr.  Varmus'  leadership,  put  a  higher  per- 
centage of  the  money  out  onto  the  research  campuses  around  this 
country,  as  opposed  to  vast  expansion. 

As  you  know,  the  regional  requests  for  the  cancer  clinical  center 
was  much  larger  than  we  ended  up  with.  We  worked  through  a 


92 


process  to  get  us  there.  I  think  it  worked  out  very  well  for  everyone 
involved.  So  I  think  we  are  going  to  be  wary  and  very  disciplined. 

It  is  not  that  we  are  unexperienced  in  this  area,  but  we  will  have 
to  work  very  closely  with  you,  and  we  have  got  to  be  prepared  to 
answer  your  very  tough  questions. 

Mr.  Obey.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Obey. 

Do  I  assume  that  all  members  that  remain  have  additional  ques- 
tions? 
Mr.  Hoyer.  Yes. 
Ms.  Pelosi.  Yes. 

medicaid  funds  for  abortion 

Mr.  Porter.  There  are  five  of  us.  Let's  try  three  minutes  each. 

Madam  Secretary,  your  budget  proposes  to  delete  the  Hyde  lan- 
guage on  the  use  of  Medicaid  funds  for  abortion  with  a  footnote 
saying  the  administration  will  work  with  Congress  to  address  this 
issue.  As  you  know,  we  spent — and  I  give  tremendous  credit  to  Mr. 
Hyde  and  Mrs.  Lowey  of  this  subcommittee,  who  spent  literally 
hour  after  hour  in  intense  negotiations  to  arrive  at  new  revised 
Hyde  language  last  year,  that  was  reflected  in  our  bill. 

Do  you  really  think  we  ought  to  revisit  this  issue?  And,  if  so, 
other  than  the  overall  objection  that  you  have  philosophically  to  it, 
what  objection  do  you  have  to  the  revised  Hyde  language  that  was 
hammered  out  in  a  very,  very  difficult  compromise? 

Secretary  Shalala.  Yes.  Mr.  Chairman,  we  have  done  this  every 
year.  We  have  always  put  a  footnote  in  because  the  President's  fun- 
damental position  has  not  changed.  He  believes,  as  many  members 
of  this  committee  do,  that  abortion  should  be  safe,  legal,  and  rare; 
and  that  individuals  have  the  right  to  complete  and  accurate  medi- 
cal information  and  unharassed  access  to  safe,  legal,  medical  serv- 
ices. 

We  have  always  opposed  restrictions  on  the  use  of  Federal  funds 
for  the  exercise  of  a  woman's  constitutional  right  to  obtain  an  abor- 
tion. What  we  say  here  is  that  we  have  implemented  the  Hyde 
amendment  in  the  past  because  it  has  been  the  law  of  the  land, 
and  what  we  said  in  the  footnote  is  that  we  will  work  with  the 
committee.  We  have  not  submitted  our  own  language,  obviously, 
but  that  we  will  work  with  the  committee.  That  is  consistent  with 
what  we  have  done  in  previous  budgets. 

2 1ST  CENTURY  LEARNING  FUND 

Mr.  Porter.  All  right.  Madam  Secretary,  in  your  testimony  you 
state  that  the  21st  Century  Learning  Fund  solidifies  the  foundation 
for  a  coordinated  biomedical  research  system.  Other  than  a  mecha- 
nism for  displaying  an  increase  in  funding,  what  specific  adminis- 
trative processes  are  part  of  the  learning  fund  to  coordinate  re- 
search? 

Secretary  Shalala.  Well,  we  believe  that  sorting  out  the  re- 
search portions  from  the  prevention  portions  from  the — from  trans- 
lating this  material  into  practice  is  very  much  reflected  in  this 
budget. 

Did  I  bring  my  chart?  I  want  to  give  you  a  sense  of  that;  and 
that  is  why  we  included,  Mr.  Chairman,  the  NIH,  the  CDC  and 
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AHCPR,  to  give  you  a  sense  of  how  we  are  using  the  circle  of  the 
research  fund  on  a  specific  disease. 

For  diabetes,  the  basic  science  and  treatment  research  would  be 
done  at  NIH.  The  prevention  research  on  the  techniques  to  identify 
undiagnosed  diabetes  and  encourage  life-style  changes  would  be  at 
CDC.  And,  AHCPR  would  do  the  cost-effectiveness  on  how  the  ap- 
propriate screening  reduces  the  health  costs. 

Mr.  Porter.  This  is  what  we  do  already,  though. 

Secretary  Shalala.  Well,  the  point  of  integrating  everything  into 
a  research  fund  is  to  actually,  for  the  first  time,  bring  in  all  the 
scientific  research  components  that  are  nondefense  and  to  see  if  we 
can  get  better  coordination  among  them. 

This  should  occur  not  only  inside  the  Department  but  also  with 
the  NSF  and  with  some  of  the  other  research  enterprises  of  the 
government.  I  think  we  will  be  able  to  give  more  coherence  and  cer- 
tainly we  would  identify  the  source  of  funding  to  do  that. 

Mr.  Porter.  Well,  that  certainly  is  a  worthy  goal;  and  I  under- 
stand what  you  are  attempting  to  do. 

Ms.  Pelosi. 

MEDICARE  BUY-IN 

Ms.  Pelosi.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  want  to  join  my  colleagues  and  again  commend 
the  Secretary  for  her  tremendous  leadership  and  for  the  vitality  of 
this  proposal  that  she  is  putting  forth  today  in  terms  of  priorities 
and  process  and  savings. 

I  think  the  Medicare  buy-in  is  very  important.  We  have  so  many 
subjects  to  talk  to  you  about,  but  that  could  have  such  a  remark- 
able impact  on  people  in  our  country,  and  is  one  of  the  areas  that 
has  not  received  as  much  attention  this  morning,  as  much  com- 
mendation to  the  administration  as  is  due.  Could  you  elaborate  on 
this  for  a  moment?  Why  do  you  think  the  buy-in  will  self-finance 
and  remain  liable? 

Secretary  Shalala.  Well,  we  have  presented  a  self-financing 
mechanism.  Our  actuaries  have  evaluated  what  they  think  the 
costs  would  be  and  who  would  enter  the  program.  It  is  not  a  sub- 
sidized program. 

Let  me  talk  about  the  62  to  65  program,  which  would  allow  those 
who  don't  have  health  insurance  between  those  ages  to  have  an 
early  buy-in  to  Medicare.  We  have  assumed  that  sicker  patients 
will  enter  that  program  and  we  have  set  the  premium  for  that  age 
group  so  that  people  who  come  in  early  will  pay  a  little  more  after 
they  turn  sixty-five  to  overcome  whatever  additional  costs  there 
may  be. 

Now  who  are  we  talking  about?  We  are  actually  talking  about  a 
lot  of  women.  Men  of  a  certain  age  will  tell  you  that  the  thing  to 
do  was  to  marry — when  you  were  a  senior  in  high  school  and  after 
you  graduated — was  marry  someone  they  had  met  who  had  been 
a  sophomore  while  you  were  a  senior.  There  are  a  lot  of  marriages 
where  men  have  retired  at  65,  they  enter  Medicare,  their  wives  are 
a  little  younger  and  they  lose  their  health  insurance  because  their 
husbands'  companies  covered  them  and  the  rest  of  their  families. 

So  to  allow  people,  particularly — and  we  have  met  numerous  peo- 
ple now  who  have  a  preexisting  condition.  There  is  no  market  for 
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them.  If  you  are  62  years  old  in  this  country  and  you  have  a  pre- 
existing condition  or  if  you  don't  have  a  preexisting  condition,  the 
private  insurance  industry  isn't  announcing  that  they  have  an  in- 
surance plan  for  these  people. 

It  is  paid  for.  It  allows  people  to  enter  early.  It  is  in  this  coun- 
try's health  interest  to  have  more  people  covered  with  health  insur- 
ance. It  is  not  a  subsidized  program.  We  have  a  mechanism  for  de- 
livering it  administratively.  The  offices  are  already  set  up.  So  we 
believe  we  ought  to  move  forward  and  we  ought  to  move  forward 
now  on  this  program. 

Ms.  Pelosi.  It  is  such  a  good  idea.  It  is  a  wonder  someone  didn't 
come  forward  with  it  sooner,  but  maybe  the  time  is  right  now. 

In  closing,  Mr.  Chairman,  I  want  to  again  mention  how  pleased 
I  am  to  hear  the  Secretary  say  over  and  over  again  how  we  have 
to  internationalize  our  efforts  in  terms  of  prevention  of  disease  and 
our  efforts  in  terms  of  prevention  and  care  in  terms  of  AIDS. 

Thank  you  again,  Madam  Secretary. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you. 

Ms.  DeLauro. 

AFTER  SCHOOL  CARE 
Ms.  DeLauro.  Thank  you,  Mr.  Chairman. 

Another  area  that  I  think  is  very  forward  looking  that  we  haven't 
talked  much  about  this  morning  is  the  whole  issue  of  the  adminis- 
tration's proposal  on  after-school  care.  We  focused  in  on  Head  Start 
and  early  childhood,  but  yesterday  I  was  with  about  100  young  peo- 
ple, juniors  and  seniors  in  high  school,  who  are  part  of  something 
that  I  have  had  in  existence  since  1993  called  the  Anti-Crime 
Youth  Council. 

I  have  talked  with  kids  from  the  inner  city,  from  West  Haven 
and  New  Haven,  as  well  as  from  the  shorelines  of  Madison  and 
Guilford,  Connecticut;  and,  all  of  them  were  talking  about  the  fact 
that  they  don't  have  access  to  after  school  programs,  and  they 
would  love  to  be  in  after  school  programs. 

And  FBI  statistics  show  that  most  juvenile  crime  occurs  after  the 
kids  get  out  of  school  and  into  the  early  evening. 

How  would  the  after  school  programs  work?  Who  is  eligible  to 
apply  for  funds?  And  who  would  determine  the  curriculum  and  ac- 
tivities in  the  program,  Madam  Secretary? 

Secretary  Shalala.  The  budget  is  $800  million.  It  is  actually 
given  to  the  Department  of  Education  to  coordinate  with  us,  and 
I  think  the  President  is  particularly  concerned  about  adolescents. 
As  we  expand  child  care  and  after  school  programs  for  younger 
children,  we  need  to  worry  about  what  our  adolescents  are  doing 
between  the  time  they  get  out  of  school  and  when  their  parents  ar- 
rive home.  And  adolescents,  in  particular,  need  choices;  and  that  is 
the  reason  for  the  investment.  We  need  to  develop  some  choices. 

The  money  will  go  probably  to  the  school  districts.  You  need  to 
ask  the  Secretary  of  Education  about  that.  But,  some  of  it  will  go 
to  community  organizations;  obviously,  boys  and  girls  clubs  and 
other  kinds  of  community-based  organizations  will  want  to  partici- 
pate in  after-school  programs. 
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I  think  that,  particularly  when  we  are  thinking  about  adoles- 
cents, you  have  got  to  think  of  something  other  than  doing  your 
homework  after  school.  They  have  to  be  kept  busy;  have  some 
choices.  We  have  reduced  clubs  out  of  high  schools  in  this  country 
because  we  haven't  had  the  resources.  Sports  and  intramural 
sports  have  been  cut  out.  We  have  to  give  the  kids  choices  other 
than  staying  in  their  classroom  after  school  and  getting  their  home- 
work done  so  they  have  a  mix  of  things  to  do. 

It  is  common  sense;  and  it  is  time  that  we  reassured  parents. 
Just  because  the  kids  are  a  little  older  doesn't  mean  they  don't 
need  caring  adults  in  their  lives  until  their  parents  get  home. 

Ms.  DeLauro.  Thank  you,  Madam  Secretary. 

Thank  you. 

Mr.  Porter.  Thank  you,  Ms.  DeLauro. 
Mr.  Hoyer. 

PROGRAM  COORDINATION 

Mr.  Hoyer.  Thank  you.  I  agree  100  percent  with  the  last  point 
you  made.  I  was  shocked  to  hear  that  most  teenage  pregnancies 
occur  in  the  afternoon.  I  don't  know  why  I  was  shocked,  because 
that  is  reasonable.  Obviously,  most  juvenile  crime  is  committed  be- 
tween 3:00  and  8:00  at  night.  So  your  point  is  well  taken.  If  we  had 
full  service  schools,  we  could  give  more  choices. 

How  is  the  Department  of  HHS  progressing  with  the  coordina- 
tion between  Job  Corps  and  Head  Start?  We  know  that  one  of  the 
big  problems  that  we  have  with  Job  Corps  is  young  children,  moth- 
ers of  young  children  in  particular,  and  we  have  talked  about  a  co- 
ordinated effort  between  Head  Start  and  Job  Corps.  Can  you  tell 
me  where  that  stands? 

Secretary  Shalala.  I  don't  know  the  answer  to  the  question,  but 
I  would  be  happy  to  provide  it  for  the  record. 

[The  information  follows:] 

PROGRAM  COORDINATION— HEAD  START  AND  JOB  CORPS 

Secretary  Shalala.  The  Directors  of  the  Head  Start  Bureau  and  the  Job  Corps 
have  worked  together  to  develop  strategies  that  will  encourage  local  Head  Start  pro- 

I  grams  and  local  Job  Corps  sites  to  work  collaborate.  Head  Start  programs  continue 
to  expand  enrollment  at  a  time  when  many  Job  Corps  trainees  face  the  need  for 
child  development  and  child  care  services  for  their  pre-school  children  who  have  ac- 
companied the  trainees  to  Job  Corps  sites.  Information  is  being  provided  to  Head 
Start  programs  about  the  opportunities  they  have  to  develop  local  collaborations. 

1  This  is  discussed  in  the  request  for  proposals  to  expand  Head  Start  enrollment  in 

I  fiscal  year  1998. 

We  also  support  the  effort  to  get  the  Head  Start  programs  on  the  site  of  Job  Corps 
Centers,  and  encourage  our  local  Head  Start  grantees  to  develop  such  co-located  fa- 
cilities in  instances  where  it  meets  local  needs  and  priorities.  Our  competitive  an- 
nouncements on  Head  Start  expansion  encourage  this  effort.  Examples  of  successful 
collaborations  exit  in  Flint,  Michigan  and  San  Diego,  California  where  Head  Start 
programs  provide  services  to  trainees  in  child  care  facilities  on  Job  Corps  campuses. 

Mr.  Hoyer.  Mr.  Chairman,  I  will  finish  with  that. 
It  is  very  good  to  have  you  here.  I  think  your  testimony  has  been 
excellent. 

One  of  the  exciting  things  about  the  President's  proposal,  par- 
ticularly as  it  relates  to  the  broadening  of  family  services,  is  that 
it  really  falls  right  in  with  what  you  and  I  have  been  talking  about. 
Nita  Lowey  is  not  here,  but  Mrs.  Lowey  in  particular  has  been 
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talking  about  this  as  well.  Rosa  and  I  have  a  bill.  Obviously  Nancy 
has  been  talking  about  the  health  services  which  are  critical  to 
young  people.  And  the  school  construction  program  that  we  now 
are  going  to  have.  All  of  this  ties  in  to  the  fact  that  we  co-locate 
these  services  to  make  them  more  accessible  to  families  and  chil- 
dren and  that  we  have  a  full  spectrum,  because  families  live  dif- 
ferently. Secretary  Riley  talks  about  it.  You  talk  about  it. 

Parents  go  to  work.  They  have  to  be  at  work  at  8:30  in  the  morn- 
ing or  so.  Because  it  is  an  hour  or  45  minutes  to  get  to  work,  they 
have  to  leave  the  children  at  7:00  or  7:30  in  the  morning.  We  just 
need  to  utilize  our  school  buildings  much  more  than  we  do. 

I  am  convinced  by  Secretary  Riley.  We  have  got  to  do  this  in  an 
encouraging  fashion,  not  a  mandatory  fashion.  If  communities  don't 
want  coordination  to  work,  it  is  not  going  to  work.  But,  with  this 
increased  investment,  I  am  going  to  push  very  hard — and  I  have 
talked  to  the  President  and  the  First  Lady  about  it — very,  very 
hard  to  see  if  we  can  escalate  our  encouragement,  not  just  in  the 
areas  that  you  have  talked  about  

Secretary  Shalala.  Right. 

Mr.  Hoyer  [continuing].  But  across  the  spectrum  

Secretary  Shalala.  Right. 

Mr.  Hoyer  [continuing].  With  all  those  departments,  nutritional 
programs,  health  programs,  social  service  programs,  job  training 
programs  for  moms  of  young  kids. 

You  know,  I  have  mentioned  the  Jessie  Jackson  analogy  of  the 
mom  taking  the  child  by  the  hand  and  getting  on  the  school  bus 
and  going  to  the  school.  Both  get  services.  They  come  home.  Both 
think  this  is  an  important  place  to  be,  and  it  is  really  helping  them 
in  their  lives. 

So  I  think  this  program  is  so  in  tune  with  that  concept  that  I 
would  hope  we  could,  in  all  the  departments,  focus  on  it.  As  Al 
Gore  has  talked  about  in  terms  of  reinvention,  maximize  the  return 
we  get  on  the  investment  we  are  going  to  make. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Hoyer. 

Mr.  Obey. 

Secretary  Shalala.  I  have  a  response  to  the  Job  Corps  question. 
We  do  have  a  collaborative  arrangement  with  the  Department  of 
Labor.  We  are  starting  to  locate  Head  Start  centers  on  Job  Corps 
campuses  as  part  of  this  overall  strategy;  and  we  can  give  you 
some  examples  of  that. 

On  the  issue  of  model  programs,  I  think  Dr.  Hamburg  and  I 
would  love  to  show  you  the  program  the  Children's  Aid  Society  has 
in  New  York  at  a  high  school  where  all  the  services  are  a  part  of 
that,  including  the  health  services  and  the  child  care  services,  right 
in  the  facility. 

Mr.  Hoyer.  You  have  been  to  our  retreat  on  a  number  of  occa- 
sions. 

Secretary  Shalala.  Yes. 

Mr.  Hoyer.  We  had  Dr.  Veda  Johnson  from  the  Whiteford  Clinic 
in  Atlanta,  who  came  up  with  a  similar  concept.  She  is  a  pediatri- 
cian herself,  and  I  would  like  to  go  to  New  York  and  see  that. 

Secretary  Shalala.  Right. 

Mr.  Porter.  Thank  you,  Mr.  Hoyer. 
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Mr.  Hoyer.  Thank  you  very  much. 
Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  by  the  way,  I  want  to  thank  you.  Because  in 
terms  of  the  Job  Corps/Head  Start  program,  you  and  this  commit- 
tee were  very  important  

Secretary  Shalala.  Right,  absolutely. 

Mr.  Hoyer  [continuing].  In  engendering  that  initiative.  Thank 
you,  sir. 

Mr.  Porter.  Madam  Secretary,  I  have  two  housekeeping  matters 
that  I  have  to  bring  up,  if  you  will  permit  me. 

For  over  30  years,  HHS  has  been  asked  by  the  subcommittee  to 
provide  a  series  of  tables  and  reports  that  we  refer  to  collectively 
as  the  Moyer  reports.  Our  staff  relies  on  these  reports  for  many 
purposes,  including  preparing  the  budget  hearings. 

Unfortunately,  the  Department  has  found  it  increasingly  difficult 
to  provide  these  reports  in  a  timely  fashion.  This  year  is  no  excep- 
tion. The  House  report  requested  that  the  Moyer  material  be  pro- 
vided on  January  1st,  and  the  Senate  requested  it  on  February  1st. 
Unfortunately,  it  has  not  yet  appeared. 

Madam  Secretary,  these  are  some  of  the  few  crosscutting  tables 
done  for  Federal  spending;  and  they  are  very  useful  to  the  sub- 
committee. Would  you  please  give  this  matter  your  personal  atten- 
tion and  either  now  or  for  the  record  provide  us  with  a  date  when 
we  can  expect  these  reports  this  year  and  your  commitment  to 
timely  filings  in  future  years? 

Secretary  Shalala.  I  will. 

Mr.  Porter.  Finally,  Madam  Secretary,  I  have  a  problem  in  my 
own  district  concerning  the  Community  Action  Project,  CAP.  CAP 
facilitates  applications  for  Federal  grants  primarily  involved  in 
serving  children  and  the  disadvantaged. 

CAP  had  the  opportunity  to  purchase  a  church  and  to  expand  its 
Head  Start  program,  but  for  two  and  a  half  years  the  Department 
would  not  make  a  decision  on  whether  CAP  could  purchase  the 
building.  I  believe  that  if  the  Department  has  appropriated  funds 
to  award  to  qualified  programs  then  they  should,  as  an  agency, 
work  with  applicants  to  successfully  complete  the  grant  process.  In 
other  words,  the  problem  here  isn't  whether  they  denied  it;  they 
simply  never  came  to  a  decision. 

I  would  like  to  speak  with  you  further  on  how  the  Department 
will  work  to  facilitate  the  grant  process  in  the  future. 

Secretary  Shalala.  I  would  be  happy  to  do  that. 

Mr.  Porter.  Thank  you,  Madam  Secretary.  You  are  doing  a  won- 
derful job.  We  appreciate  your  appearance  for  this  seventh  time 
and  your  wonderful,  continuing  service  to  our  country. 

Secretary  Shalala.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Porter.  Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
Record:] 
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.   CONGRESSIONAL  REVIEW  ACT 

Mr.  Livingston:  For  the  rules  issued  by  your  agency  between  April  1,  1996 
and  December  31, 1997,  please  provide  the  amount  of  budgeted  resources 
(professional  and  support  staff,  travel,  meetings,  conferences,  etc.)  dedicated  to 
developing  and  issuing  these  rules,  from  proposed  through  final  (list  rules  for  each 
fiscal  year  in  development  with  budget  for  that  rule  and  a  budget  total  for  all  rules  for 
that  fiscal  year). 

Secretary  Shalala:  The  attached  chart  reflects  estimates  of  the  budgeted 
resources  dedicated  to  issuing  rules  in  the  time  frame  indicated.  As  you  know,  these 
estimates  are  rough,  as  the  Department's  records  are  not  designed  to  produce  the 
information  requested. 

Mr.  Livingston:  What,  if  any,  procedural  changes  in  the  rule  development 
process  were  made  in  response  to  the  passage  of  the  CRA? 

Secretary  Shalala:  No  changes  in  the  rule  development  process  need  to  be 
made  in  response  to  the  CRA.  The  Department  did  establish,  however,  shortly  after 
enactment  of  the  CRA,  new  procedures  for  the  expeditious  delivery  of  rules  to  both 
Houses  of  Congress  and  to  GAO;  copies  of  instructions  issued  for  this  purpose  by  the 
Chief  of  Staff  are  attached. 

Mr.  Livingston:  For  which  rules  has  the  General  Accounting  Office  prepared  a 
report(s)?  Has  the  GAO  highlighted  any  concerns  about  your  agency's  compliance 
with  the  Congressional  Review  Act? 

Secretary  Shalala:  GAO  has  prepared  reports  for  nine  of  the  261  rules  issued 
during  the  time  period  noted,  because  only  these  rules  met  the  CRA  definition  of 
"major  rule."  For  such  rules,  GAO  is  required  to  report  to  the  Committees  of 
jurisdiction,  assessing  whether  in  issuing  the  rules  agencies  have  complied  with 
requirements  for  the  conduct  of  cost-benefit,  small-business  impact,  and  unfunded 
mandate  analyses  otherwise  established  in  the  law.  In  none  of  these  reports  has  GAO 
found  any  deficiencies  in  the  Department's  compliance  with  the  analytic  requirements. 

Mr.  Livingston:  If  so,  what  procedures  have  you  put  in  place  to  ensure  your 
agency's  compliance  with  the  CRA  in  the  future? 

Secretary  Shalala:  Since  the  Department's  compliance  has  thus  been 
satisfactory,  there  has  been  no  need  to  put  additional  procedures  in  place. 
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DIABETES 

Mr.  Bonilla:  As  you  noted  in  your  testimony,  diabetes  disproportionately 
afflicts  minorities  across  this  country.  Representing  a  congressional  district  which  is 
the  majority  Hispanic,  diabetes  is  of  particular  concern  to  my  constituents.  Preventive 
care  plays  a  significant  role  in  the  lives  of  diabetics  and  their  families.  Preventative 
care  gives  the  patients  more  freedom,  it  reduces  overall  health  care  costs  to  the 
Nation.  Last  year's  Balanced  Budget  Act  expanded  Medicare  of  preventative  diabetes 
treatments.  Has  this  Medicare  coverage  been  fully  implemented?  What  results  have 
been  realized  to  date? 

Secretary  Shalala:  Medicare's  expanded  benefits  for  diabetes  are  still  a  few 
months  from  implementation.  Medicare  will  begin  its  expanded  coverage  for  diabetes 
outpatient  self-management  training,  effective  on  July  1,  1998.  Medicare  will  provide 
coverage  for  blood  glucose  monitors  and  testing  strips  for  all  diabetics,  also  effective 
July  1,  1998.  We  look  forward  to  providing  these  additional  services  to  our  Medicare 
beneficiaries. 

Mr.  Bonilla:  As  you  stated  on  page  2  of  your  testimony,  the  President  has 
joined  this  Congress  in  supporting  biomedical  research  as  well  as  disease  prevention 
efforts.  You  state  that  the  President's  21"  Century  Research  Fund  will  coordinate  the 
activities  between  NHL  CDC  and  AHCPR.  You  specifically  mention  the  benefits  that 
this  fund  will  provide  to  research  and  prevention  efforts  for  diabetes.  What  specific 
new  efforts  would  be  coordinated?  Aren't  these 
agencies  supposed  to  be  coordinating  efforts  under  current  policy? 

Secretary  Shalala:  The  budget  for  FY  1999  proposes  a  new  Research  Fund  for 
America  -  a  commitment  to  ensuring  long-term  stability  and  growth  for  non-defense 
research  program  that  will  support  a  wide  range  of  Federal  science  and  technology 
activities.  As  for  our  Department,  we  will  be  expanding  research  by  $1.2  billion  to  put 
us  on  a  path  to  double  our  investment  in  medical  research,  bridge  the  gap  between 
scientific  knowledge  and  health  care  delivery  and  prevent  the  spread  of  disease.  We 
believe  that  a  coordinated  system  of  health  research  -  the  Research  Fund  for  America 
is  a  vehicle  for  achieving  this  coordination  -  is  the  best  way  to  achieve  significant 
results  in  battling  complicated  diseases.  The  Research  Fund  for  America  is  a  means 
for  improving  the  coordination  of  research  efforts  at  NIH,  CDC  and  AHCPR  to  attack 
these  serious  health  threats. 

In  our  opening  statement  provided  to  the  Committee,  we  gave  an  example  as 
to  how  untreated  diabetes  would  be  attacked  as  our  research  moves  from  the 
laboratories  into  the  clinics  and  hospitals.  Health  research  is  a  continuum  which 
encompasses  laboratory,  clinical,  epidemiologic,  behavioral,  social,  health  services,  and 
outcome  research.  We  believe  the  Research  Fund  for  America  gives  us  the 
opportunity  to  expand  all  phases  of  this  health  research  continuum  at  a  time  when 
converging  factors  signal  a  need  for  an  aggressive  effort  in  health  research.  These 
factors  include  the  social  and  demographic  changes  in  our  society  which  will  stress 
health  care;  the  dramatic  transformation  of  the  traditional  health  care  system;  and  the 
changing  practice  of  medicine  and  the  focus  on  prevention. 
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Overall,  these  changes  impose  profound  new  challenges  to  future 
advancements  in  health  research  and  the  practice  of  public  health  and  delivery  of  care 
that  must  both  be  understood  and  meet,  if  we  are  to  ensure  the  health  of  our  Nation; 
our  personal  health  and  the  Nation's  health  require  that  we  not  be  timid  about  this 
effort.  We  call  for  a  bold  new  investment  in  health  research,  and  the  Research  Fund 
for  America  allows  us  the  opportunity  to  make  a  major  expansion  of  these  vital  efforts. 

HEALTH  PROFESSIONS 

Mr.  Bonilla:  I  am  encouraged  by  the  fact  that  the  Administration's  request 
does  not  propose  cutting  the  health  professions  program  as  significantly  as  years  past. 
However,  the  Administration  is  proposing  almost  $3  million  cut.  Throughout  the 
Department's  budget  justification  (including,  but  not  limited  to  p.  119)  for  the  health 
professions  program  you  note  the  "significant  need"  to  increase  the  number  of 
minorities  in  health  professions  and  the  number  of  minorities  on  faculties  of  health 
professions  schools.  How  is  this  administration  planning  to  meet  these  significant 
needs  with  an  overall  cut  to  the  health  professions  program? 

Secretary  Shalala:  The  traditional  health  professions  programs  are  maintained 
at  the  FY  1998  level.  However,  two  smaller  programs  which  are  operated  out  of  the 
Bureau  of  Primary  Health  Care~the  Nursing  Loan  Repayment  and  the  Community- 
Based  Scholarship  programs  which  duplicate  the  activities  of  the  National  Health 
Service  Corp— will  be  discontinued.  This  in  no  way  effects  our  ability  or  commitment 
to  increase  the  number  of  minorities  in  health  professions  and  the  number  of  minorities 
on  faculties  of  health  professions  schools.  Over  the  past  5  years  $439  million  has  been 
devoted  towards  minority  health  professions  programs.  The  FY  1999  request  for 
these  health  professions  programs  is  level  with  last  year's  funding. 

HEALTH  CENTERS 

Mr.  Bonilla:  On  page  7  of  your  testimony,  you  state  that  the  Department 
believes  in  the  "squeezing  every  ounce  of  productivity  from  out  taxpayer  dollars." 
Throughout  your  budget  justification,  you  note  the  success  and  effectiveness  of 
programs  such  as  the  community  health  centers  programs  (p. 63).  The  consolidated 
health  centers  programs  has  proven  to  be  an  effective  program,  in  particular,  in  its 
ability  to  serve  uninsured  and  low-income  Americans. 

This  Subcommittee  has  recognized  the  importance  of  these  programs  and  has 
increased  their  budget  by  $68  million  over  the  last  two  fiscal  years  -  three  times  the 
Administration's  request.  This  year,  the  President's  budget  only  includes  a  1.8  percent 
increase  of  health  centers.  This  increase  will  only  provide  access  for  an  additional 
52,000  uninsured  Americans.  On  page  55  of  the  Department's  budget  justification 
you  mention  that  this  increase  will  lead  to  the  "development  of  strategies  to  identify 
and  break  down  barriers  so  that  easy  access  to  quality  health  care  is  available  to  all 
American." 
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Since,  as  you  admit  in  your  budget  justification,  health  centers  already  exist  to 
solve  the  problem  of  the  uninsured,  why  hasn't  the  Administration  put  more  emphasis 
on  health  centers  in  its  budget? 

Secretary  Shalala:  The  Administration  places  a  high  priority  on  the  services 
that  Community  Health  Centers  (CHCs)  provide  to  the  uninsured.  Currently,  CHCs 
serve  over  10  million  people  (44  percent  of  Health  Center  patients  were  children,  30 
percent  of  whom  were  uninsured).  The  FY  1999  request  of  $841  million  comprises 
only  3 1  percent  of  the  total  funds  available  to  health  centers;  which  is  estimated  to  be 
$2.7  billion  in  FY  1999.  These  grants  leverage  funds  from  Medicaid,  Medicare,  other 
health  insurance  reimbursement,  and  State  and  local  funding.  In  addition,  we  expect 
that  the  creation  of  the  Children's  Health  Insurance  program  will  increase  health 
centers  resources  as  many  previously  uninsured  children  will  now  be  insured  under 
CHIP. 

FALSE  CLAIMS  ACT  AND  HCFA 

Mr.  Bonilla:  In  January,  I  wrote  you  to  call  your  attention  to  Texas  Delegation 
letters  sent  to  the  Texas  U.S.  Attorneys  and  the  Department  of  Health  and  Human 
Services  Inspector  General  expressing  concerns  with  the  application  of  the  False 
Claims  Act  as  an  enforcement  tool  against  400  Texas  hospitals  for  what  appears  to  be 
a  billing  dispute,  rather  than  violations  of  the  FDA.  I  appreciate  the  response  I 
received  from  you  this  week. 

While  I  understand  that  the  Department  of  Justice  has  the  legal  authority  for 
claims  under  the  False  Claims  Act,  I  believe  the  Department  plays  a  role  in  this 
process.  I  am  still  very  concerned.  While,  we  absolutely  support  a  policy  of  zero 
tolerance  for  fraud  and  we  applaud  the  Department's  successes  in  cracking  down  on 
real  offenders,  we  question  whether  these  400  hospitals  knowingly  and  intentionally 
engaged  in  fraudulent  and  abusive  acts. 

Secretary  Shalala:  It  is  appropriate  that  the  two  Departments  involved  in 
detecting  and  prosecuting  Medicare  fraud  and  abuse  each  carry  out  the  functions  for 
which  they  are  responsible.  The  legal  authority  for  instituting  an  action  under  the 
False  Claims  Act  rests  exclusively  with  the  Department  of  Justice.  The  HHS  Office  of 
Inspector  General  often  plays  a  supportive  role  by  providing  investigative  and  audit 
services,  and  by  carrying  out  its  responsibility  to  determine  whether  and  how  long  a 
provider  will  be  excluded  from  participation  in  Federal  health  programs,  which  may 
include  negotiation  of  compliance  agreements  in  lieu  of  exclusion. 

This  division  of  responsibility  enhances  the  delivery  of  health  care  by  providing 
the  most  effective  and  impartial  method  of  handling  instances  in  which  the  possibility 
of  false  claims  activities  is  present. 
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I  have  been  informed  that  the  four  United  States  Attorney's  Offices  in  Texas 
have  invited  all  hospitals  that  are  being  pursued  under  the  False  Claims  Act  as  part  of 
"Operation  Bad  Bundle"  to  discuss  any  objections  they  may  have,  including  the 
accuracy  of  the  data  being  used  to  calculate  potential  damages.  We  also  understand 
that  the  Department  of  Justice  will  be  responding  directly  to  your  concerns. 

MEDICARE  USER  FEES 

Mr.  Bonilla:  In  addition  to  the  $95  million  included  in  the  labor,  HHS  and 
Education  FY  1998  appropriations,  HCFA's  budget  calls  for  a  series  of  new  user  fees 
to  generate  additional  funds.  Imposing  user  fees  will  trickle  down  to  mean  less 
services  for  patients.  Do  you  believe  these  user  fees  will  detract  from  payments  that 
should  be  going  for  patient  care? 

Secretary  Shalala:  We  do  not  believe  these  user  fees  will  trickle  down  to  mean 
less  service  for  patients.  Nor  will  these  fees  detract  from  payments  that  should  be 
going  for  patient  care.  The  amounts  charged  under  these  proposed  user  fees  are 
reasonable  and  will  not  impose  a  burden  on  providers.  There  are  waivers  for  those  for 
whom  payment  of  the  fee  would  be  unreasonable  (i.e.,  paper  claims  waiver).  It  is 
totally  appropriate  to  charge  those  who  benefit  from  the  Medicare  program  the  cost  of 
doing  business  in  the  program. 

TOBACCO  REGULATIONS 

Mr.  Bonilla:  Secretary  Shalala,  both  the  FDA  tobacco  regulation  and  the 
Synar  Amendment  are  directed  at  reducing  minors'  ability  to  purchase  tobacco 
products.  The  Administration  repeatedly  refers  to  these  efforts  as  "complimentary." 
Will  you  explain  to  the  Committee  why  two  Federal  agencies  are  needed  to  enforce 
the  prohibition  against  State  sales  to  minors? 

Secretary  Shalala:  It  has  been  the  intent  of  the  Department  for  the  SAMHSA 
and  FDA  efforts  to  provide  a  multi-level  approach  to  addressing  youth  access  to  and 
availability  of  tobacco  products.  The  SAMHSA  Synar  regulation  is  one  piece  in  a 
comprehensive  effort  to  reduce  youth  tobacco  use.  For  such  an  effort  to  be 
successful,  the  Department  must  address  issues  of  tobacco  access,  availability  and 
appeal.  While  the  FDA  and  SAMHSA  regulations  both  address  access  and 
availability,  Synar  is  not  an  enforcement  program  and  Synar  monitoring  is  not 
substitute  for  active  enforcement  of  the  FDA  rule.  The  HHS  response  to  youth 
tobacco  use  provides  resources  for  enforcement  activities,  as  well  as  a  method  of 
monitoring  the  success  of  State  and  Federal  efforts.  FDA  rule  enforcement  is  required 
to  achieve  the  Administration's  goal  of  reducing,  by  50%  over  the  next  seven  years, 
the  young  people  who  use  cigarettes  and  smokeless  tobacco. 

Under  the  Synar  amendment  States  are  required  to  conduct  random, 
unannounced  inspections  of  a  representative  sample  of  the  State's  tobacco  vendors  to 
assess  their  compliance  with  State  access  laws.  States  that  fail  to  meet  the  goal  of 
reducing  violation  rates  to  no  more  than  20  percent  can  lose  a  percentage  of  their 
federal  Substance  Abuse  Prevention  and  Treatment  Block  Grant  funds.  The  Synar 
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activities  are  specifically  designed  to  measure  if  stores  are  selling  to  minors,  and  this 
measurement  provides  S  AMHSA  with  concrete  evidence  of  the  success  of  State 
enforcement  efforts  of  their  own  State  laws.  The  Synar  provisions,  although  requiring 
the  States  to  enforce  their  youth  tobacco  access  laws,  offer  no  specific  financial 
support  to  States  for  such  efforts. 

The  FDA  rule  makes  it  a  federal  violation  to  sell  cigarettes  or  spit  tobacco  to 
anyone  younger  than  age  18  and  requires  retailers  to  ask  for  photo  identification  from 
anyone  younger  than  27.  FDA  activities  are  designed  to  actually  enforce,  not  measure. 
The  FDA  regulations  complement  on-going  State  and  local  activities  and  establish 
mandatory  conditions  on  the  sale  and  distribution  of  tobacco  products.  The  State 
agency  administering  the  FDA  rule  must  be  an  agent  of  FDA  and  funds  are  needed  to 
pay  State  agencies.  FDA  needs  flexibility  to  select  non-Synar  agencies  to  act  as  FDA 
agents,  especially  in  poorly  performing  States.  Enforcement  of  the  FDA  rule  can  only 
be  done  through  compliance  checks  separate  from  SAMHS  A  backed  by  fines, 
administered  through  FDA. 

STATE  WELFARE  PROGRAMS 

Mr.  Bonilla:  Many  States  operate  their  TANF  programs  under  waivers 
approved  by  the  Secretary.  These  States  have  relied  upon  the  integrity  of  their 
waivers  while  setting  overall  program  strategy  and  operational  policies.  Section 
415(c)  of  the  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act 
asserts  that  the  Secretary  "shall  encourage"  States  to  continue  such  waivers.  Many 
States  argue  that  the  proposed  rules  actively  discourage  States  from  continuing 
waivers  by  narrowly  defining  waiver  inconsistencies.  Does  the  Department  agree  with 
the  clear  intent  of  the  PRWORA  to  allow  States  to  fully  maintain  their  waiver-driven 
programs? 

Secretary  Shalala: 

Section  415  of  PRWORA  allows  States  to  delay  applying  provisions  of  TANF 
"to  the  extent  such  amendments  are  inconsistent  with"  their  waivers.  In 
drafting  the  NPRM  we  sought  to  propose  rules  defining  waiver  inconsistencies 
which  would  allow  States  the  flexibility  to  continue  IV-A  program  policies  to 
the  extent  they  were  inherent  to  their  waivers  while  assuring  accountability  to 
meeting  TANF  requirements  established  under  the  law. 

•    The  comment  period  on  the  TANF  NPRM  has  just  closed  and  we  are  in  the 
process  of  reviewing  the  comments  we  received  at  this  time.  We  will  carefully 
consider  comments  like  you  have  cited  in  making  decisions  concerning  the  final 
rules. 
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Mr.  Bonilla:  Will  the  final  rules  reflect  that  legislative  intent? 

Secretary  Shalala:  Yes.  It  is  our  intention  to  issue  final  rules  that  will  be 
entirely  consistent  with  the  law  and  with  Congressional  intent.  We  are  currently 
reviewing  all  the  comments  we  received  on  the  proposed  rules  and  will  give  them  full 
consideration  as  we  draft  final  rules. 


Mr.  Bonilla:  When  will  the  final  rules  be  released? 

Secretary  Shalala:  We  are  planning  to  publish  final  rules  by  the  end  of  the 
fiscal  year. 

Mr.  Bonilla:  States  operating  under  an  approved  waiver  may  desire  to 
gradually  move  their  waiver-based  initiatives  and  program  rules  closer  to  those  found 
explicitly  in  Federal  statute.  Would  you  allow  such  a  State  to  move  gradually  toward 
Federal  law  on  a  voluntary  basis  without  invalidating  the  rest  of  the  State's  waiver? 

Secretary  Shalala: 

•  There  is  no  mechanism  for  modifying  IV- A  waivers  approved  prior  to  a  State's 
enactment  of  TANF. 

•  However,  we  have  advised  States  that  they  have  full  discretion  concerning 
decisions  to  terminate  any  specific  waiver  at  any  time.  For  example,  a  State 
could  choose  to  retain  a  waiver  related  to  time-limited  assistance,  but  terminate 
a  waiver  allowing  a  particular  work  activity  not  otherwise  countable  under 
TANF. 

•  Similarly,  we  have  advised  States  that  they  may  unilaterally  modify  a  specific 
waiver  to  the  extent  the  modification  brings  the  waiver  into  closer  compliance 
with  TANF.  For  example,  they  could: 

•  decide  that  one  of  the  classes  of  recipients  now  exempt  from  time-limited 
assistance  under  their  waiver  will  henceforth  be  subject  to  the  time  limit;  or 

•  in  conjunction  with  allowing  devolution  of  program  policies  to  counties,  allow 
counties  to  decide  whether  to  continue  to  count  a  specific  work  activity 
allowed  under  the  waivers. 

•  On  the  other  hand,  they  could  not: 

•  modify  their  waiver  to  exempt  a  new  class  of  recipients  subject  to  the  time 
limit  under  their  waiver  as  that  would  increase  the  inconsistency;  nor 

•  allow  waiver  policies  inconsistent  with  TANF  approved  for  application  in  a 
pilot  site  to  be  expanded  Statewide,  as  this  would  serve  to  increase 
inconsistencies  with  TANF. 
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Mr.  Bonilla:  Proposed  TANF  reporting  regulations  would  require  States  to 
make  significant  changes  in  their  reporting  and  data  collection  systems,  diverting 
limited  resources  from  client  services.  Will  the  final  rules  ensure  that  only  the 
minimum  amount  of  data  is  required  and  that  States  be  given  an  adequate  time  to 
come  into  full  compliance  with  final  reporting  requirements? 

Secretary  Shalala:  We  have  received  numerous  comments  on  the  proposed 
scope  of  the  TANF  data  reporting.  We  are  currently  analyzing  the  comments  we 
received.  While  it  would  not  be  appropriate  to  speculate  on  the  nature  of  data 
collection  under  the  final  rule,  we  are  reevaluating  each  data  element  to  determine  if  it 
is  necessary  to  carry  out  our  responsibilities  under  the  statute  to  monitor  the  program, 
determine  work  participation  rates,  assess  penalties,  and  provide  information  to 
Congress  on  the  impact  of  welfare  reform  under  the  TANF  program.  We  are  aware  of 
the  burden  this  new  data  system  places  on  States  and  will  look  for  ways  to  streamline 
these  reporting  requirements. 

In  addition,  we  will  continue  to  work  closely  with  States  to  assist  them  in 
effectively  and  timely  implementing  the  data  reporting  required  under  the  final  rule. 
We  will  assess  the  time  needed  for  system  modifications  in  determining  the  effective 
implementation  date  of  the  data  reporting  system  under  the  final  rule. 

Mr.  Bonilla:  Original  communication  from  the  Department  indicated  that 
States  would  be  allowed  to  develop  an  alternative  participation  rate  methodology  to 
account  for  State  initiatives  that  expanded  TANF  program  eligibility.  The  proposed 
rules  did  not  contain  such  a  clause.  Will  the  final  rules  ensure  that  States  are  not 
penalized  in  terms  of  their  participation  rates  for  TANF  program  eligibility  expansions? 

Secretary  Shalala:  We  are  currently  reviewing  all  the  comments  we  received 
on  the  proposed  rules  and  will  give  them  full  consideration  as  we  draft  final  rules. 
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AMERICAN  STOP  SMOKING  INTERVENTION  STUDY  (ASSIST) 

Mr.  Istook:  The  National  Institute  of  Medicine  has  recommended  that  the 
ASSIST  program  be  transferred  to  CDC.  Does  the  Administration  have  any  objection 
to  this  move. 

Secretary  Shalala:  The  President's  budget  request  for  FY  1999  proposes  to 
replace  the  NCI  ASSIST  program  and  the  CDC  State  IMPACT  program  with  a  new 
CDC-administered  program  that  recognizes  prevention  and  reduction  of  tobacco  use 
as  a  core  public  health  function.  The  ASSIST  program  has  proven  effective  from  a 
research  standpoint,  and  the  Administration  agrees  with  the  Institute  of  Medicine 
(IOM)  that  it  is  time  to  take  these  successful  lessons  learned  from  the  ASSIST 
research  demonstrations  and  implement  them  into  public  health  practice  nationwide. 
Because  it  was  a  demonstration  project  that  is  being  completed,  the  NCI  ASSIST 
program  itself  is  not  being  transferred  to  CDC. 

Mr.  Istook:  Provide  any  memorandum,  decision  papers,  or  other 
documentation  that  includes  discussions  of  the  National  Institute  of  Medicine's 
recommendations 

Secretary  Shalala:  This  information  will  be  provided  under  separate  cover. 

Mr.  Istook:  The  Committee  has  heard  that  HHS  is  planning  to  extend  the 
current  ASSIST  contracts  for  another  year.  Please  verify  whether  this  is  the  case. 

Secretary  Shalala:  Yes,  the  National  Cancer  Institute  plans  to  extend  the 
ASSIST  contracts  for  an  additional  year  beyond  the  initial  seven-year  contract  period. 
This  extension  will  be  made  this  September  using  FY  1998  funds. 

Mr.  Istook:  Explain  whether  or  not  the  1994  FAR  law  will  now  apply  to  these 
modified  contracts.  If  not,  why  not,  since  the  Contract  is  being  modified? 

Secretary  Shalala:  The  current  ASSIST  contracts,  signed  in  1991,  were 
awarded  for  a  seven-year  period.  These  contracts  will  expire  at  the  end  of  September 
1998.  When  the  ASSIST  contracts  are  then  extended  in  September  for  an  additional 
year,  the  provisions  of  the  Federal  Acquisition  Streamlining  Act  (FAS  A)  will  apply. 
On  July  18,  1997,  the  National  Cancer  Institute  advised  the  ASSIST  contractors  that 
once  the  contracts  are  extended  in  September  1998,  the  FAS  A  requirements  will 
apply. 

Mr.  Istook:  Provide  any  decision  papers  or  memoranda  regarding  the  decision 
to  extend  or  renew  the  current  ASSIST  contracts. 

Secretary  Shalala:  This  information  will  be  provided  under  separate  cover. 
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LIVER  TRANSPLANT 

Mr.  Istook:  There  was  an  HHS  hearing  last  year  regarding  liver  transplants 
and  the  current  method  of  allocating  livers  from  donors  to  recipients,  as  I  wrote  to 
you  about  in  December,  1996.  What  developments  have  occurred  since  then? 

Secretary  Shalala:  During  the  last  two  years,  UNOS  has  modified  and 
implemented  changes  to  UNOS  Policy  3.6  (Allocation  of  Livers)  according  to  patient 
status,  corresponding  to  their  degree  of  medical  urgency;  and  time  waiting  for  a  liver. 
The  criteria  are  still  applied  first  locally,  then  regionally,  and  then  nationally  as  they 
have  always  been.  These  changes  were  effective  January  19,  1998,  and  are  a  response 
to  public  comments  through  the  UNOS  committee  structure  and  review  process 
during  the  last  two  years. 

The  Department  has  compiled  hundreds  of  oral  and  written  comments  from  the 
December  1996  hearings  and  the  NPRM  published  in  September  1994,  as  well  as  all 
comments  received  to  date.  The  Department  has  considered  all  comments  in  the  draft 
regulation. 

Mr.  Istook:  Does  HHS  have  plans  to  take  over  the  liver  allocation  functions 
previously  assigned  by  this  Congress  to  the  United  Network  for  Organ  Sharing?  If 
so,  please  justify  this  action. 

Secretary  Shalala:  HHS  does  not  seek  to  define  specific  policies  of  the  OPTN, 
rather  the  Department  will  set  a  framework  through  performance  and  outcome 
standards  for  the  operation  of  the  OPTN  and  to  provide  Federal  oversight  of  the 
processes  by  which  the  OPTN  allocates  organs  for  transplantation.  The  goal  of  these 
performance  standards  will  be  to  make  it  possible  for  patients  with  the  greatest 
medical  need  for  transplantation  to  be  more  accurately  identified  and  put  at  the  head  of 
the  list  for  a  suitable  organ. 

RESOLUTION  OF  ISSUES 

Mr.  Istook:  In  October  of  1997,  Sen  Nickles,  Representative  Lucas  and  I 
wrote  to  you  regarding  the  Integris-Bass  facility  In  Enid,  Oklahoma.  I  am  concerned 
that  it  took  a  very  long  time  to  resolve  this  issue.  Please  tell  the  committee  how  many 
such  resolutions,  for  TEFRA  target  base  year  adjustments,  HCFA  handles  each  year, 
and  an  average  resolution  time  for  a  HCFA  resolution. 

Secretary  Shalala:  A  total  of  more  than  500  requests  per  year  are  received 
from  facilities  excluded  from  the  hospital  prospective  payment  system.  These 
requests,  for  both  TEFRA  target  base  year  adjustments  and  exceptions  payments, 
often  are  resolved  by  HCFA's  contractors,  known  as  Fiscal  Intermediaries.  Many  of 
the  more  complex  requests,  which  cannot  be  handled  at  the  local  or  regional  level, 
must  be  resolved  by  the  HCFA  central  office.  For  those  cases  that  can  be  resolved  by 
the  Fiscal  Intermediaries,  the  typical  resolution  time  is  often  relatively  short,  in  the  30- 
90  day  period.  However,  for  some  of  the  more  complex  requests  that  must  be  handled 
by  central  office,  the  average  resolution  time  can  be  somewhat  longer,  in  the  90-180 
day  range. 
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PROGRAM  FUNDING 

Mr.  Miller:  Every  year  that  I  have  been  on  this  Committee,  the  Administration 
has  played  games  with  funding.  Last  year  you  only  provided  a  2.6%  increase-not 
even  enough  to  match  inflation.  Now  for  FY  99  the  Administration  has  spent 
$5  billion  more  than  allowed  under  the  current  discretionary  caps  and  funded  these 
increases  through  illusory  saving.  When  is  the  Administration  going  to  make  a  real 
commitment  to  NIH  and  find  a  way  to  fund  it  without  gimmicks  and  mirrors? 

Secretary  Shalala:  The  budget  includes  the  largest  increase  ever  for  the  National 
Institute  of  Health  -  a  $1.15  billion,  or  8.4%  increase  for  FY  1999.  This  is  a  long- 
term  commitment.  We  propose  to  increase  NIH  funding  by  nearly  half  by  2003. 
These  increased  investments  total  $17  billion  over  five  (5)  years.  The  FY  1999 
increases  will  enable  NIH  to  fund  approximately  one  of  every  three  research 
applications,  significantly  expanding  research  into  questions  such  as  what  causes 
diabetes,  cancer,  Alzheimer's  and  other  diseases. 

Finally,  I  would  say  that  our  proposals  for  new  spending  are  all  offset  by  revenue 
increases.  We  have  made  it  very  clear  that  we  believe  comprehensive  legislation  on 
tobacco  will  be  passed  this  year.  We  are  working  closely  with  Congress  on  a 
bipartisan  effort  to  pass  this  very  important  public  health  initiative.  This  effort  will 
impact  on  the  budget  in  the  long  run. 

TOBACCO  SETTLEMENT 

Mr.  Miller:  What  do  you  figure  are  the  chances  of  having  a  tobacco  settlement 
finalized  this  year? 

Secretary  Shalala:  I  think  the  answer  is  that  we  believe  that  a  comprehensive 
tobacco  legislative  package  will  pass  Congress  this  year:  that  it  will  have  bipartisan 
support  and  that  legislation,  when  passed,  will  be  the  source  of  funding  the  NIH 
spending  increase  proposed  this  FY  1999  and  the  future. 

Mr.  Miller:  If  the  tobacco  settlement  does  not  appear~will  you  have  enough- 
money  to  fund  the  increase  for  NIH?  This  would  however  break  the  spending  caps  - 
correct? 

Secretary  Shalala:  Let  me  make  it  clear,  we  are  committed  to  the  NIH  spending 
increase  this  year  and  into  the  future.  Like  every  other  priority  of  the  President,  we 
will  work  with  the  Congress  to  pay  for  these  increases  in  spending.  We  fully  believe 
a  comprehensive  bipartisan  legislative  package  on  tobacco  will  be  passed  by  the 
Congress,  and  that  legislation  will  provide  the  resources  to  expand  NIH  research 
spending,  as  well  as  the  expanded  health  research  efforts  of  CDC  and  AHCPR. 
Finally,  I  want  to  emphasize  that  the  increased  spending  called  for  in  our  budget  is 
fully  paid  for  and  do  not  add  to  this  deficit  or  violate  the  budget  agreement  reached 
last  year  by  the  Administration  and  the  Congress. 
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Mr.  Miller:  Don't  you  think  that  any  revenue  returned  to  the  Federal 
government  from  the  settlement  will  have  to  go  to  a  variety  of  items  —  transportation, 
education  as  well  as  NIH?  ~  after  all  there  is  a  whole  host  of  priorities  that  individual 
Members  have. 

Secretary  Shalala:  The  budget  the  President  brought  to  the  Congress  for 
FY  1999  assumes  that  the  comprehensive  bipartisan  tobacco  legislation  will  raise  the 
price  of  cigarettes  by  up  to  $1 .50  per  pack.  We  intend  to  use  revenues  raised  to 
improve  public  health,  as  well  as  address  other  prominent  domestic  initiatives. 

In  total,  the  budget  proposes  tobacco  legislation  receipts  of  $9.8  billion  in 
FY  1999  and  $65.5  billion  over  five  (5)  years.  Some  of  the  initiatives  the  Department 
will  look  forward  to  are  expanding  health  research  by  $1.2  billion  including  funds  for 
NIH,  CDC  and  AHCPR.  Also,  child  care  services  would  receive  an  increase  of 
$1 .2  billion.  We  would  plan  to  initiate  a  Medicine  based  cancer  clinical  trial 
demonstration,  spending  $200  million  in  FY  1999.  Finally,  the  Department  would 
fund  $208  million  of  FDA  regulatory  work  and  enforcement,  and  the  CDC  tobacco 
control  programs.  There  are  also  other  initiatives  throughout  the  Government  and  in 
the  States  which  would  benefit  from  added  receipts  due  to  tobacco  legislation. 

BUDGET  -  NEW  SPENDING 

Mr.  Miller:  I  see  that  there  are  some  new  programs  being  proposed  and  also 
some  eliminations—do  you  have  a  consolidated  list  of  the  discretionary  program  the 
Administration  is  proposing  to  delete  or  add? 
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Secretary  Shalala:  The  President's  budget  proposes  the  following 
discretionary  additions  and  deletions. 

Table  A:  New  Discretionary  Programs  (Budget  Authority,  Dollars  in  Millions) 


opdiv 

Program 

1998 
Approp 

1999 
Request 

CDC 

Race/Health  Disparities  Demos  .... 

0 

30 

CDC 

Prevention  Research  

0 

25 

ACF 

Adoption  Incentives  

0 

20 

ACF 

Dev.  Disab.-State  Support  Systems 

0 

5 

Table  B:  Eliminated  Discretionary  Programs  (Budget  Authority,  Dollars  in 
Millions) 


OPDIV 

Program 

1998 
Approp 

1999 
Request 

HRSA 

Health  Care  Facilities  

28 

0 

SAMHSA 

SSI  Supplement  to  Substance  Abuse 
Block  Grant  (P.L.  1 04- 1 2 1 )  ... 

50 

0 

ACF 

Community  Services:  Discretionary 

51 

0 

Mr.  Miller:  What  about  mandatory  programs? 


Secretary  Shalala:  There  are  no  mandatory  programs  eliminated.  The 
President's  budget  proposes  one  new  mandatory  program,  the  Voluntary  Purchasing 
Cooperative,  with  outlays  of  $100  million  over  5-years. 
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Mr.  Miller:  Last  year  you  listed  out  the  FY  98  proposed  programs  for  me  for 
the  record: 


Mandatory: 
HCFA: 

Health  Insurance  for  Unemployed  Workers 
Voluntary  Purchasing  Cooperatives 
Expand  Health  Insurance  for  Children 

HRSA-  MCH--  Abstinence  Education 

Discretionary: 

SAMHSA—  State  Data  Collection  Initiative 


$9.8  billion  over  5  years 
$125  billion  over  5  years 
$3.75  billion  over  5  years 

$50  million  for  FY  98 


$28  million  for  FY  98 


Admin,  for  Children  and  Family-  Adoption  Initiative  $21  million  for  FY  98 

I  know  that  abstinence  education  and  the  expansion  of  Health  Insurance  for 
Children  was  actually  funded- what  else  made  it  into  the  budget  last  year? 

Secretary  Shalala: 

Proposed  programs  that  were  funded  are  as  follows: 


OPDIV 

Program 

1998  Request 

1998  Approp 

HCFA 

Expand  Health  Insurance  for 
Children  1/   

$3.75  billion 
over  5  years 

$24  billion 
over  5  years 

HRSA 

Abstinence  Education   

$50  million 
for  FY  98 

$50  million 
for  FY  1998 

SAMHSA 

State  Data  Collection 
Initiative  

$28  million 
for  FY  98 

$18  million 
for  FY  98 

1/  Funded  as  the  Children's  Health  Insurance  Program  (CHIP). 

The  requests  for  Health  Insurance  for  Uninsured  Workers  and  Adoption 
Incentives  were  not  funded.  The  Voluntary  Purchasing  Cooperatives  were  not  funded 
in  FY  1998.  The  FY  1999  President's  Budget  requests  $100  million  for  five  years  for 
this  program. 

Mr.  Miller:  The  President  has  proposed  $10  billion  in  new  spending~yet  the 
budget  caps  allow  for  only  a  $6  billion  increase.  Does  the  President  plan  to  exceed 
the  caps? 
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Secretary  Shalala:  No,  the  President's  Budget  does  not  exceed  the 
discretionary  caps.  The  budget  proposes  spending  which  would  be  offset  through  the 
enactment  of  other  savings,  including  tobacco.  Enactment  of  offsetting  savings  from 
the  mandatory  side  of  the  budget  to  increase  discretionary  spending  has  been  used 
numerous  times  over  the  years  by  the  Congress. 

Mr.  Miller:  If  these  user  fees  and  tobacco  settlements  and  other  revenue  do 
not  magically  appear  does  that  mean  that  the  President  will  not  fund  NIH  at  all? 

Secretary  Shalala:  We  fully  believe  a  comprehensive  bipartisan  tobacco 
legislative  package  will  be  enacted  by  Congress  this  year,  and  this  legislation  will 
contain  the  revenues  needed  to  expand  NIH  research  and  the  health  research  of  CDC 
and  AHCPR.  These  increases  are  a  priority  of  the  President,  and  we  will  work  with 
the  Congress  to  assure  that  the  revenue  source  we  have  identified,  comprehensive 
bipartisan  tobacco  legislation,  will  be  in  place  this  year  to  fund  the  President's 
priority  for  research  into  the  twenty-first  century. 
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CONSOLIDATED  HEALTH  CENTERS 

Mr.  Dickey:  On  page  56  of  your  budget  justification,  you  state  that  "of  the  43 
million  persons  across  the  Nation  lack  access  to  a  primary  care  provider  in 
geographically  underserved  areas,  only  24  percent  will  receive  care  from  the  health 
center  program  in  FY  1998."  I'm  concerned  about  this  low  figure  since  my 
Congressional  District  in  South  Arkansas  qualifies  as  a  geographically  underserved 
area.  You  also  mention  that  in  FY  1997  you  funded  19  new  starts  and  22  expansions 
that  will  serve  an  additional  165,000  underserved  people.  I  am  interested  in  obtaining 
a  list  of  the  new  starts  and  expansions  (and  whether  or  not  we'll  see  any  in  South 
Arkansas.). 

Secretary  Shalala:  I'd  like  to  commend  Arkansas  Community  Health  Centers 
for  their  joint  campaign  to  obtain  JCAHO  accreditation.  Arkansas  is  the  first  State  in 
the  Nation  to  have  all  its  Federally-funded  Health  Centers  collaborate  so  closely  and 
effectively  in  preparing  for  accreditation.  To  date,  eight  of  the  nine  have  successfully 
been  accredited,  and  the  ninth  is  awaiting  survey. 

Here  is  a  listing  of  the  18  FY  1997  new  start  grantees.  A  19th  grantee  was 
deferred  for  funding  until  early  1998. 


Grantee 

State 

City 

Eastern  Aleutian  Tribes 

Alaska 

Anchorage 

Chiricahua  Community 

Arizona 

Elfrida 

North  Country  Community 

Arizona 

Flagstaff 

Shasta  Community  Health 

California 

Redding 

Lifelong  Medical  Care 

California 

Berkeley 

Neighborhood  Health 

Indiana 

Fort  Wayne 

Tippecanoe  Community 

Indiana 

Lafayette 

Lyon  County  Community 

Kansas 

Emporia 

United  Methodist  Western 

Kansas 

Garden  City 

Massachusetts  League 

Massachusetts 

Boston 

Hackley  Community  Care 

Michigan 

Muskegon  Hts. 

Community  Health  Partners 

Montana 

Livingston 

North  Hudson  Community 

New  Jersey 

West  New  York 

Hidalgo  Medical  Services 

New  Mexico 

Lordsburg 

Columbus  Neighborhood 

Ohio 

Columbus 

Community  Health  Centers 

Oklahoma 

Oklahoma  City 

Centro  San  Vicente 

Texas 

El  Paso 

Cowlitz  Family  Health 

Washington 

Longview 
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Here  is  a  listing  of  the  22  FY  1997  expansion  grantees. 


Grantee 

State 

Citv 

Tri-County  Medical 

Alabama 

Evergreen 

Franklin  Memorial 

Alabama 

Mobile 

Boston  Mountain  Rural 

Arkansas 

Marshall 

White  River  Rural  Health 

Arkansas 

Augusta 

Metro  Denver  Provider  Net. 

Colorado 

Denver 

Valleywide  Health  Services 

Colorado 

Alamosa 

Manatee  County  Rural 

Florida 

Parrish 

Glenns  Ferry  Health 

Idaho 

Glenns  Ferry 

Sinai  Family  Health 

Illinois 

Chicago 

Caroline  Health  Services 

Maryland 

Denton 

Holyoke  Health  Center 

Massachusetts 

Holyoke 

Coastal  Family  Health 

Mississippi 

Biloxi 

La  Clinica  de  Familia 

New  Mexico 

Las  Cruces 

Rochester  Primary  Care 

New  York 

Rochester 

Morris  Heights  Health 

New  York 

Bronx 

Community  Action 

Ohio 

Piketon 

Siskiyou  Community 

Oregon 

Cave  Junction 

Centerville  Clinics 

Pennsylvania 

Fredericktown 

Primary  Health  Network 

Pennsylvania 

Sharon 

Sandy  River  Medical 

Virginia 

Axton 

Kenosha  Community 

Wisconsin 

Kenosha 

Scenic  Bluffs  Health 

Wisconsin 

Cashton 

HRSA  funded  two  Health  Center  expansions  in  Arkansas  using  FY  1997 
funds:  White  River  Rural  Health  and  Boston  Mountain  Rural  Health  Center,  two  of 
only  22  Health  Center  expansions  received  such  funding.  HRSA  also  provided 
increased  annual  funding,  through  its  Health  Center  reinvestment  process,  to  four 
Arkansas  Health  Centers  in  FY  1996  and  FY  1997.  Two  of  these  Centers,  CABUN 
and  Mainline  Health  System,  Inc.,  are  located  in  your  district. 
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Health  Center  grantees  m  Mr.  Dickey's  district: 


Grantee 

Citv 

FY  1996 
Funding 

1996 

People 

Served 

FY  1997 
Funding 

CABUN  Rural 

Hampton 

$1,995,987* 

11,251 

$1,870,987 

Jefferson  Comp. 

Pine  Bluff 

$2,554,132 

15,439 

$2,595,652 

Mainline  Health 

Portland 

$1,134,046 

8,618 

$1,181,823 

The  goal  of  the  Area  Health  Education  Centers  (AHEC)  Program, 
administered  by  the  Bureau  of  Health  Professions,  is  to  increase  the  number  of  health 
professions  graduates  in  primary  care  who  ultimately  practice  in  underserved  areas. 
HRSA  supports  six  community-based  AHECs  in  Arkansas.  Of  the  six  AHECs,  the 
following  three  are  in  the  Fourth  District:  South  Arkansas  based  in  Eldorado,  Pine 
Bluff  based  in  Pine  Bluff  and  Southwest  based  in  Texarkana.  In  FY  1997,  a  total  of 
approximately  $200,000  supported  these  three  AHECs.  Also  in  FY  1997, 
approximately  $50,000  was  awarded  to  the  Southwest  AHEC  based  in  Texarkana  for 
a  special  demonstration  project  which  focused  on  rural,  interdisciplinary  training. 

In  FY  1998,  the  Arkansas  Statewide  AHEC  Program  will  be  in  competing 
renewal  status  requesting  Model  State-supported  AHEC  Program  funds.  It  is 
anticipated  that  the  applicant,  the  University  of  Arkansas,  will  be  recommended  for 
approval,  based  on  sound  performance  and  an  enviable  track  record.  Federal  Model 
AHEC  funds  will  be  matched  dollar-for-dollar  with  State  and  local  funds  to  enhance 
this  well-established  multi-disciplinary  AHEC  program. 

Mr.  Dickey:  What  can  we  do  to  help  these  health  centers  serve  the  growing 
numbers  of  uninsured?  Have  you  identified  why  the  numbers  are  growing? 

Secretary  Shalala:  Today,  it  is  estimated  that  4 1  million  Americans  have  no 
health  insurance.  While  the  uninsured  has  increased  by  20  percent  nationally  from 
1990-1996,  in  health  centers  the  rate  of  uninsured  patients  increased  by  46  percent 
(U.S.  Census  Bureau  and  Bureau  of  Primary  Health  Care  Uniform  Data  Set).  This 
growth  in  the  number  of  uninsured  patients  in  health  centers  is  the  result  of  a  variety  of 
factors  including  the  erosion  of  insurance  coverage;  reduced  resources  of  other  safety 
net  providers  due  to  increased  market  competition;  and  reduced  revenue  from 
managed  care  as  reimbursement  rates  are  down,  a  reduced  number  of  Medicaid 
eligibles,  and  greater  competition  for  managed  care  patients. 


♦Reflects  a  one-time  award  of  $125,000. 


117 


In  order  to  adapt  to  the  changing  health  care  delivery  system  health  centers 
must  change  their  culture  and  the  way  they  do  business.  Currently,  we  are  providing 
community  health  centers  with  technical  assistance  such  as  on-site  negotiations  with 
managed  care  plans  and  guidance  on  Health  Employer  Data  Information  Set  (HEDIS) 
standards.  We  are  also  assisting  community  health  centers  participate  in  managed  care 
through  individual  contracts  with  managed  care  organizations,  the  formation  of  health 
center-owned  network  health  plans,  and  the  development  of  integrated  service 
networks  to  contract  with  managed  care  organizations.  When  States  are  granted 
Medicaid  waivers,  we  are  also  encouraging  them  to  include  community  health  centers 
in  their  health  care  system.  Government  subsides  will  continue  to  be  targeted  to 
institutions  in  our  communities  who  can  best  serve  people  who  do  not  have  health 
insurance.  The  creation  of  the  Children's  Health  Insurance  Program  (CHIP)  will  also 
allow  Community  Health  Centers  to  serve  a  greater  number  of  uninsured  children. 
Currently  HRSA  is  sponsoring  a  $1  million  pilot  program  that  will  support  enhanced 
efforts  to  expand  the  capacity  to  establish  out-stationed  CHIP  eligibility  workers  in 
Health  Centers. 

PREVENTIVE  HEALTH  SERVICES  BLOCK  GRANT 

Mr.  Dickey:  It  has  been  brought  to  my  attention  that  only  1%  of  the  $1  trillion 
U.S.  health  care  budget  is  spent  on  prevention.  It  appears  to  me  that  a  greater 
investment  in  prevention  services  will  lead  to  a  healthier  Nation  and  decreased  costs  to 
the  health  care  system.  This  leads  me  to  ask  why  the  President's  budget  requests  a 
decrease  in  the  Preventive  Health  Services  Block  Grant.  Does  the  Department 
support  preventive  health?. 

Secretary  Shalala:  I  agree  that  too  little  is  spent  on  preventing  illness.  This  is 
why  the  1999  budget  proposes  to  create  a  new  CDC  prevention  research  program  to 
learn  more  on  how  to  stop  diseases  before  they  start.  The  budget  proposes  to  fund 
this  important  part  of  the  21*  Century  Research  Fund  at  $25  million  in  its  initial  year. 
Through  a  focused  and  targeted  research  effort,  this  Nation  can  seek  dramatic 
reductions  in  the  incidence  of  birth  defects,  injuries,  certain  cancers,  cardiovascular 
and  sexually  transmitted  diseases.  CDC  seeks  to  develop  new  extramural  research 
partnerships  with  the  academic  community  to  address  these  prevention  research  needs. 

The  Department  remains  committed  to  ensuring  adequate  funding  for  the 
Preventive  Health  Services  Block  Grant.  The  President's  budget  assumes  across-the- 
board  savings  in  program  support  and  management  at  CDC.  This  program  support 
overhead  reduction  appears  as  a  savings  in  the  individual  budget  lines  that  would  no 
longer  pay  this  cost  -  $383,000  in  the  case  of  the  Preventive  Health  Services  Block 
Grant.  However,  the  budget  proposes  to  maintain  the  1998  level  of  grants  to  States. 

OFFICE  OF  COMMUNITY  SERVICES 

Mr.  Dickey:  The  budget  request  does  not  include  appropriations  for 
Community  Economic  Development  grants  and  technical  assistance  for  rural 
community  facilities.  Are  there  reasons  related  to  the  performance  of  these  programs, 
which  has  led  the  Administration  not  to  request  and  appropriation? 
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Secretary  Shalala:  We  decided  to  give  the  Community  Services  Block  Grant 
(CSBG)  priority.  CSBG  funds  go  primarily  to  community  action  agencies  to  provide 
services  and  activities  to  reduce  poverty,  including  services  to  address  employment, 
education,  housing  assistance,  nutrition,  energy,  and  health.  While  we  have  not 
requested  funds  for  Community  Economic  Development  grants  and  technical 
assistance  for  rural  community  facilities,  these  services  are  supportable  activities  that 
the  States  could  continue  through  the  use  of  the  Block  Grant. 

Mr.  Dickey:  Please  provide  the  Subcommittee  with  the  accomplishments  of 
the  Community  Economic  Development  program  and  the  Rural  Community  Facilities 
Program. 

Secretary  Shalala:  The  Urban  and  Rural  Community  Economic  Development 
Program  is  intended  to  support  projects  which  provide  employment  and  ownership 
opportunities  for  low-income  people  through  business,  physical  or  commercial 
development,  and  which  improve  the  quality  of  the  economic  and  social  environment 
of  low-income  residents  in  economically-depressed  areas.  The  emphases  of  projects 
must  be  on  job  creation,  self-help  and  mobilization  of  the  community-at-large. 

In  1997,  a  survey  was  taken  of  grantees  who  received  community  economic 
development  grants  between  FY  91  and  FY  95.  A  total  of  106  grantees  participated  in 
the  survey  which  was  conducted  between  April  and  June  1997.  The  survey  found  that 
grantees  are  working  to  attract  private  capital  to  the  poorest  communities  in  the 
country  and  have  met  job  creation  goals  working  in  a  difficult  environment.  In 
addition,  the  survey  showed  that  — 

1 .  Grantees  leveraged  or  raised  almost  twice  the  amount  of  money  that  they  had 
received  in  community  economic  development  grant  funds. 

2.  Grantees  created  89%  of  their  employment  targeted  goals. 

3 .  Ninety  four  percent  of  the-jobs  created  were  filled  by  low-income  and 
unemployed  people  or  people  receiving  public  assistance.  Ninety  one  percent 
of  the  jobs  created  were  full-time,  year  round  positions  of  which  50%  were  for 
skilled  and  semi-skilled  workers. 

4.  The  106  grantees  that  were  surveyed  created  445  businesses  during  the  survey 
period,  or  87%  of  the  number  that  they  projected  they  would  create. 

The  Rural  Community  Facilities  Program  supports  projects  to  help  low-income 
rural  communities  develop  the  capability  and  expertise  to  establish  and  maintain  or 
preserve  affordable,  adequate  and  safe  water  and  waste  water  treatment  facilities. 

It  is  estimated  that  since  its  inception  in  the  mid-1970's  (pre-dating  the  1981 
authorizing  legislation  currently  in  effect),  this  program  has  produced  the  following 
quantifiable  results: 

1 .  New,  properly  engineered  and  constructed  water  and/or  wastewater  treatment 
facilities  have  been  installed  in  450  small,  rural,  low-income  communities 
throughout  the  United  States. 
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2.  Significant  rehabilitation  and/or  upgrading  has  been  performed  to  bring  water 
and/or  wastewater  treatment  facilities  up  to  current  health  and  safety  standards 
in  1,500  communities. 

3.  Technical  assistance  has  been  provided  to  virtually  every  community  included 
in  1.  and  2.  above,  to  help  ensure  that  the  new  or  improved  water  treatment 
facilities  will  be  properly  operated,  managed,  and  maintained. 

4.  In  the  process  of  performing  this  work,  at  least  $500,000,000  in  Federal,  State, 
local,  and  private  matching  "brick  and  mortar"  funds—and/or  in-kind 
contributions  have  been  mobilized. 

Mr.  Dickey:  Please  describe  the  ways  in  which  the  Community  Economic 
Development  program  has  assisted  low  income  people  in  gaining  jobs  and  business 
opportunities.  Are  there  any  model  or  exemplary  programs  you  can  point  to? 

Secretary  Shalala:  At  least  75%  of  all  jobs  created  with  CED  funds  must  be 
for  low  income  individuals.  Jobs  are  created  through  the  creation  of  new  businesses, 
expansion  of  existing  businesses,  commercial  development,  venture  development,  and 
physical  development. 

One  exemplary  model  is  the  Abyssinian  Development  Corporation  of  New 
York,  NY  which  was  awarded  a  grant  for  construction  of  a  supermarket.  The  project 
has  leveraged  an  additional  $18  million,  with  Chase  Bank  being  the  Chief  Financier. 
The  Private  Retail  Initiative  has  also  invested  a  large  sum.  The  supermarket  is  the  first 
full  service  supermarket  to  be  constructed  in  Harlem  in  25  years  as  well  as  the  largest 
supermarket  in  Manhattan,  comprising  of  53,000  square  feet.  It  is  located  in  the 
Enterprise  Zone  and  proposes  to  create  250  jobs,  at  least  75%  of  which  will  be  for 
low-income  individuals.  The  supermarket  is  scheduled  for  opening  in  December  1998. 

The  Kentucky  Highlands  Investment  Corporation  of  London,  Kentucky,  was 
awarded  a  grant  in  the  amount  of  $742,000  for  the  purpose  of  expanding  T.  Q.,  Inc.,  a 
manufacturer  of  sporting  goods  and  related  products.  The  $1,842  million  project  was 
supported  by  several  loans.  In  addition,  the  grantee  raised  almost  $2  million  to  finance 
the  construction  of  a  warehouse  facility  for  the  T.  Q.,  Inc.  The  funds  came  from  the 
federal,  State  and  local  governments,  as  well  as  private  institutions. 

As  a  result  of  this  expansion  the  firm  created  118  full-time,  year  round 
positions  for  local  residents.  In  addition,  virtually  all  the  positions  were  filled  by  low 
income  or  unemployed  persons,  47  of  whom  had  been  receiving  welfare/public 
assistance. 

The  Arkansas  Enterprise  Group  (AEG)  received  a  grant  in  the  amount  of 
$371,050  for  the  purpose  of  expanding  Fink  &  Company,  a  local  educational  toy  and 
puzzle  marketing  firm.  The  total  project  was  estimated  at  $720,000.  As  a  result  of 
AEG's  financial  and  technical  assistance,  Fink  &  Company  was  able  to  increase  its  full- 
time,  permanent  staff  from  5  to  35  employees.  Moreover,  32  of  the  35  positions,  or 
91%  were  filled  by  low-income  individuals. 
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Mr.  Dickey:  Please  provide  the  Subcommittee  with  information  on  the 
demand  for  the  Community  Economic  Development  grants  -  in  terms  of  the  number  of 
applications  submitted  and  their  dollar  value. 

Secretary  Shalala:  The  number  of  Community  Economic  Development  grant 
applications  submitted  in  1997  was  248  for  a  total  of  funding  request  of  $77,285,560. 
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TOBACCO  REGULATIONS 

Mr.  Wicker:  Both  the  FDA  tobacco  regulation  and  the  Synar  Amendment  are 
directed  at  reducing  minors'  ability  to  purchase  tobacco  products.  The  Administration 
repeatedly  refers  to  these  efforts  as  "complimentary."  Will  you  explain  to  the 
Committee  why  to  Federal  agencies  are  needed  to  enforce  the  prohibition  against  State 
sales  to  minors? 

Secretary  Shalala:  It  has  been  the  intent  of  the  Department  for  the  SAMHS  A 
and  FDA  efforts  to  provide  a  multi-level  approach  to  addressing  youth  access  to  and 
availability  of  tobacco  products.  The  S  AMHSA  Synar  regulation  is  one  piece  in  a 
comprehensive  effort  to  reduce  youth  tobacco  use.  For  such  an  effort  to  be 
successful,  the  Department  must  address  issues  of  tobacco  access,  availability  and 
appeal.  While  the  FDA  and  SAMHSA  regulations  both  address  access  and 
availability,  Synar  is  not  an  enforcement  program  and  Synar  monitoring  is  not 
substitute  for  active  enforcement  of  the  FDA  rule.  The  HHS  response  to  youth 
tobacco  use  provides  resources  for  enforcement  activities,  as  well  as  a  method  of 
monitoring  the  success  of  State  and  Federal  efforts.  FDA  rule  enforcement  is  required 
to  achieve  the  Administration's  goal  of  reducing,  by  50%  over  the  next  seven  years, 
the  young  people  who  use  cigarettes  and  smokeless  tobacco. 

Under  the  Synar  amendment  States  are  required  to  conduct  random, 
unannounced  inspections  of  a  representative  sample  of  the  State's  tobacco  vendors  to 
assess  their  compliance  with  State  access  laws.  States  that  fail  to  meet  the  goal  of 
reducing  violation  rates  to  no  more  than  20  percent  can  lose  a  percentage  of  their 
federal  Substance  Abuse  Prevention  and  Treatment  Block  Grant  funds.  The  Synar 
activities  are  specifically  designed  to  measure  if  stores  are  selling  to  minors,  and  this 
measurement  provides  SAMHSA  with  concrete  evidence  of  the  success  of  State 
enforcement  efforts  of  their  own  State  laws.  The  Synar  provisions,  although  requiring 
the  States  to  enforce  their  youth  tobacco  access  laws,  offer  no  specific  financial 
support  to  States  for  such  efforts. 

The  FDA  rule  makes  it  a  federal  violation  to  sell  cigarettes  or  spit  tobacco  to 
anyone  younger  than  age  1 8  and  requires  retailers  to  ask  for  photo  identification  from 
anyone  younger  than  27.  FDA  activities  are  designed  to  actually  enforce,  not  measure. 
The  FDA  regulations  complement  on-going  State  and  local  activities  and  establish 
mandator)'  conditions  on  the  sale  and  distribution  of  tobacco  products.  The  State 
agency  administering  the  FDA  rule  must  be  an  agent  of  FDA  and  funds  are  needed  to 
pay  State  agencies.  FDA  needs  flexibility  to  select  non-Synar  agencies  to  act  as  FDA 
agents,  especially  in  poorly  performing  States.  Enforcement  of  the  FDA  rule  can  only 
be  done  through  compliance  checks  separate  from  SAMHSA,  backed  by  fines, 
administered  through  FDA. 
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TOBACCO  PROGRAMS  -  CDC/FDA 

Mr.  Wicker:  The  Administration's  budget  calls  for  a  $100  million  increase  in 
FDA  funding  for  tobacco  enforcement  and  $46  million  increase  for  the  CDC's  existing 
State  Tobacco-prevention  activities.  Please  detail  for  the  Committee  the  differences  in 
these  two  programs,  and  what  procedures  HHS  has  in  place  to  ensure  that  these 
programs  are  not  duplicative. 

Secretary  Shalala:  FDA's  tobacco  programs  seek  to  restrict  access  to  tobacco 
products,  while  CDC  programs  are  targeted  to  reduce  the  demand  for  cigarettes.  As 
FDA  fully  implements  the  tobacco  rule  and  expands  their  activities  to  the  full  extent  of 
the  law,  there  will  be  increased  workload  and  a  need  for  increasing  appropriations, 
$100  million  in  FY  1999.  The  FY  1999  goals  for  the  FDA  tobacco  program  include  a 
significant  expansion  of  the  outreach  and  enforcement  activities  initiated  in  FY  1998. 
With  this  increased  funding,  FDA  can  ensure  fundamental  progress  in  all  States, 
through  partnerships  with  States  and  local  authorities,  to  reduce  use  of  tobacco 
products  among  our  Nation's  youth.  FDA  will  primarily  engage  in  enforcement, 
outreach,  and  product  regulation. 

FDA  has  developed  a  general  enforcement  strategy  aimed  at  conducting 
compliance  checks  in  a  significant  percentage  of  the  roughly  400,000  retail  outlets  that 
sell  tobacco  products.  FDA  will  commission  State  and  local  officials  to  conduct 
unannounced  purchase  attempts  using  young  people  under  the  age  of  18.  FDA 
follow-up  enforcement  includes  special  monitoring  projects,  demonstration  projects, 
and  an  enforcement  strategy  for  national  chains.  Evaluation  activities  include  an 
inquiries  and  reporting  system  and  other  legal  requirements.  The  outreach  activities 
include  compliance  outreach,  trade  advertising  and  direct  mail  targeted  to  retailers  and 
clerks,  advertising,  and  media  and  public  education.  A  strong  outreach  program  is  one 
of  the  most  effective  ways  of  increasing  compliance  with  this  rule.  In  FY  1999  FDA 
plans  to  intensify  its  advertising  campaign  and  use  community  organizations,  parent 
groups,  voluntary  health  groups,  and  the  media  to  raise  awareness  of  the  tobacco  rule 
and  encourage  compliance.  FDA  will  design  and,  to  the  fullest  extent  permitted  under 
law,  begin  to  implement  a  regulatory  program  for  cigarettes  and  smokeless  tobacco 
products  under  the  Food,  Drug,  Cosmetic  Act.  This  includes  a  procedure  for  the 
classification  of  devices  to  determine  the  level  of  controls  required  by  the  products' 
characteristics  to  provide  a  reasonable  level  of  safety,  a  process  of  reviewing  and 
analyzing  ingredients  used  in  cigarettes  and  smokeless  tobacco,  establishing  a 
framework  for  the  evaluation  and  review  of  new  and  existing  cigarette  and  smokeless 
tobacco  products,  and  beginning  the  inspection  process  by  reviewing  the  practices  of 
tobacco  companies. 

The  CDC  increase  of  $46  million  for  tobacco  prevention  programs  will  fund  a 
nationwide  program  that  recognizes  prevention  and  reduction  of  tobacco  use  is  a  core 
public  health  function.  This  will  replace  and  expand  CDC's  Initiative  to  Mobilize  for 
the  Prevention  and  Control  of  Tobacco  Use  (IMPACT)  program  to  include  all  50 
States  and  the  District  of  Columbia.  The  IMPACT  program  funds  a  number  of 
prevention  and  control  activities  which  include  training  and  programmatic  support  for 
school-based  smoking  cessation  programs,  national  surveillance  activities,  State 
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prevention  and  control  plans  to  protect  nonsmokers  from  exposure  to  environmental 
tobacco  smoke,  and  State  programs  to  address  oral  cancer  in  high  risk  populations. 
This  will  also  replace  the  NIH's  American  Stop  Smoking  Intervention  Study 
(ASSIST).  Of  the  CDC  increase,  $22  million  of  the  $46  million  funds  NIH  had  been 
granting  to  States  through  the  ASSIST  program. 
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RESEARCH  -  HOW  CHILDREN  LEARN 

Ms.  Northup:  The  President's  proposal  provides  additional  funding  to 
coordinate  research  which  will  help  bridge  the  gap  between  scientific  knowledge  and 
health  care  delivery.  I  agree  that  something  must  be  done  to  go  from  the  laboratory  to 
the  clinic.  Similarly,  I  would  suggest  that  we  must  go  from  research  at  NIH  on  how 
children  learn  to  using  this  research  in  the  classroom. 

I  urge  you  to  include  this  in  your  efforts  to  bridge  the  gap  from  research  to  actual  use, 
and  hope  that  you  will  continue  to  work  with  the  Department  of  Education  on  this 
matter.  Please  comment  on  your  intentions. 

Secretary  Shalala:  The  Department  of  Health  and  Human  Services  and  the 
Department  of  Education  (DOEd)  have  a  long-standing  and  ongoing  relationship  of 
working  together  to  apply  the  results  of  biomedical  and  behavioral  research  into  the 
classroom.  Several  Institutes  at  the  National  Institutes  of  Health  (NIH)  have  been 
collaborating  on  several  projects  with  DOEd  with  this  goal  in  mind.  Several  examples 
are  briefly  described  below. 

The  National  Institute  of  Child  Health  and  Human  Development  (NICHD)  is 
taking  the  lead  and  working  with  the  Department  of  Education  to  convene  a  national 
panel  to  assess  the  status  of  research-based  knowledge  on  the  effectiveness  of  various 
approaches  of  teaching  children  to  read.  The  NICHD  Director  worked  closely  with 
staff  from  the  Office  of  the  Secretary  of  Education  to  identify  the  specific  tasks  that 
the  national  panel  will  address,  to  identify  candidates  to  serve  as  the  chair  of  the  panel 
and  to  develop  nomination  and  review  procedures  for  prospective  panel  members. 
Panel  deliberations  have  begun  and  a  report  from  the  panel  should  be  available  by 
November  1998. 

NICHD  is  also  working  with  the  Department  of  Education  to  initiate  a  major 
research  effort  on  the  reading  development  of  students  from  homes  where  the  primary 
language  spoken  is  not  English.  This  effort  will  address  the  question  of  whether  it  is 
more  effective  to  first  teach  students  to  read  the  language  spoken  most  at  home,  or  to 
begin  with  teaching  children  to  read  English.  NICHD  is  also  co-sponsoring  a 
conference  with  the  Department  of  Education  on  the  development  of  mathematical 
cognition  similar  to  the  program  initiated  in  1985  on  reading  development.  Lastly, 
NICHD  is  working  with  the  Department  of  Education  on  the  DOEd  Early  Childhood 
Longitudinal  Study  —  Year  2000  Birth  Cohort,  which  was  originally  designed  to 
collect  data  on  early  childhood  development,  relating  it  to  educational  outcomes. 
NICHD  is  working  with  other  NIH  Institutes  to  ensure  that  this  important,  nationally 
representative  study  includes  better  and  cleaner  measures  of  growth,  physical  health, 
and  functioning.  The  ultimate  goal  is  to  strengthen  the  survey's  ability  to  establish 
benchmarks  for  monitoring  the  health  of  children  overtime,  and  to  provide  better  data 
to  evaluate  the  impact  of  national  programs  on  the  health  and  well-being  of  children 
and  their  families. 

In  addition,  the  National  Institute  on  Deafness  and  Other  Communication 
Disorders  (NIDCD)  recently  sponsored  a  meeting  on  February  2  and  3,  1998,  on  the 
"Economic  and  Social  Realities  of  Communication  Differences  and  Disabilities." 
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Responding  to  Congressional  concerns  about  the  plight  of  individuals  who  lack 
communication  and  language  skills  entering  the  21st  Century,  NIDCD  convened  this 
working  group  of  national  experts  in  a  variety  of  fields  to  conduct  fact-finding  and  to 
establish  a  research  agenda  that  would  address  important  questions  of  ability/disability 
for  communication  beyond  the  year  2000.  Three  panels  focused  on  diagnosed  and 
undiagnosed  childhood  communication  disorders  and  differences,  economic  and  social 
variables,  and  data  sources  and  longitudinal  studies  of  disability.  Department  of 
Education  expertise  was  shared  in  the  area  of  data  sources  and  disability  studies,  and 
in  general  participation  in  the  working  group  itself. 

TOBACCO  SETTLEMENT  FUNDING 

Your  testimony  indicates  your  belief  of  how  a  tobacco  settlement  should  be 
structured,  yet  no  formal  proposal  from  the  Administration  has  been  developed  and 
delivered  to  Capitol  Hill.  However,  throughout  this  budget  the  expected  Tobacco 
Settlement  Funds  are  spent.  While  you  briefly  replied  to  my  questions  during  the 
hearing,  I  could  like  more  complete  answers  on  the  following: 

Ms.  Northup:  In  your  proposal,  how  much  from  the  expected  Tobacco 
Settlement  Funds  go  to  SAMHSA  for  implementation  of  the  Synar  Amendment? 

Secretary  Shalala.  Under  the  SYNAR  amendment,  States  must  measure 
retailer's  compliance  with  prohibitions  on  selling  tobacco  products  to  minors.  States 
must  get  retailers  to  meet  compliance  targets  to  receive  their  maximum  allocation  from 
the  Substance  Abuse  Block  Grant.  As  FDA  and  States  have  developed  the  contracts 
for  the  State  to  do  compliance  checks  on  retailer  compliance  with  FDA's  rules  against 
sales  to  children,  some  of  them  have  worked  out  agreements  to  coordinate  these 
enforcement  checks  with  the  measurement  checks  required  for  SYNAR.  While  the 
budget  does  not  include  funding  that  is  available  solely  for  SYNAR  implementation, 
FDA's  1999  budget  includes  $75  million  in  tobacco-related  funding  for  enforcement 
and  evaluation,  most  of  which  would  go  for  State  enforcement  activities. 

Ms.  Northup:  How  much  of  the  expected  Tobacco  Settlement  Funds  go  to 
States  for  use  in  the  Medicaid  program? 

Secretary  Shalala:  The  President's  Budget  assumes  that  $900  million,  over  5 
years,  in  receipts  from  tobacco  legislation  would  be  used  for  Medicaid  children's 
health  activities. 

STRATEGIC  PLAN 

Ms.  Northup:  In  a  recent  GAO  report  about  agency  strategic  plans  several 
items  were  seen  as  deficient.  Please  comment  on  the  following  concerns  outlined  by 
GAO,  and  what  you  are  doing  to  resolve  them. 
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1 .  Strategies  are  not  linked  to  the  measures  of  success,  making  it  difficult  to 
determine  how  the  strategies  would  contribute  to  the  desired  outcomes. 

2.  No  mention  of  the  existing  evaluations  or  plans  for  future  evaluation  to 
determine  strategies  and  program  effectiveness 

3.  No  mention  of  resources  which  would  be  required  to  implement  your 
strategies.  ' 

4.  Little  discussion  of  how  HHS  will  address  external  factors  which  would  affect 
the  strategic  goals. 

5.  No  discussion  on  how  HHS  will  work  with  State  and  local  governmental 
organizations. 


Please  tell  me  how  HHS  will  identify  and  coordinate  information  technology  to 
achieve  Department-wide  goals. 

Secretary  Shalala:  The  HHS  Strategic  Plan  provides  only  part  of  the 
information  needed  to  identify  how  HHS  will  achieve  its  strategic  goals  and  objectives, 
and  how  the  Department  will  address  the  performance  measurement  challenges 
identified  by  GAO.  The  HHS  annual  performance  plans  contain  information  that  is 
essential  for  determining  how  HHS  will  meet  its  objectives  and  address  its 
performance  challenges.  For  example,  the  HHS  annual  performance  plans  are  the 
more  appropriate  plans  for  identifying  the  linkages  that  GAO  seeks  between  HHS 
goals  and  objectives  and  the  resources  needed  to  achieve  them.  The  annual 
performance  plans  provide  a  more  detailed  focus  on  the  performance  of  individual 
programs  and  are  included  in  the  HHS  budget  to  help  demonstrate  the  linkage  between 
long-term  and  performance  objectives  with  program  resources. 

•  The  HHS  strategic  plan  does  not  focus  on  the  linkage  of  success  measures  with 
strategies. 

•  The  HHS  strategic  plan  has  focused  on  the  linkage  of  success  measures  with 
strategic  goals  and  objectives,  i.e.:  results.  The  annual  performance  plans 
contain  a  balance  of  outcome,  output  and  process  measures  that  provide  for 
the  assessment  of  goals  as  well  as  strategies.  However,  the  most  important 
linkages  for  both  the  strategic  plan  and  annual  plans  are  those  between 
performance  measures  and  outcome  goals.  The  assessment  of  detailed 
strategies  is  best  conducted  through  program  evaluations. 

•  The  annual  performance  plans  are  also  the  most  relevant  source  of  information 
about  the  impacts  of  external  factors  and  HHS  efforts  to  work  with  the  States 
and  local  governments  to  achieve  program  goals  and  objectives.  The 
relationships  and  responsibilities  of  HHS  and  other  governmental  entities  vary 
significantly  by  program,  making  the  discussion  of  these  relationships  most 
relevant  at  the  individual  program  level.  This  is  accomplished  throughout  the 
annual  performance  plans  of  the  HHS  components  for  the  individual  programs 
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each  administers.  For  example,  for  some  shared  programs,  HHS  and  the  States 
are  using  the  concept  of  performance  partnerships  where  States  are  granted 
flexibility  in  program  administration  for  the  definition,  achievement  and 
measurement  of  performance  goals.  The  performance  plans  also  address  in 
greater  detail  the  challenges  of  obtaining  data  to  assess  performance  for  State- 
administered  programs.  Generally,  as  GAO  summarized  in  its  comments,  the 
performance  plans  show  that  HHS  and  the  States  are  working  to  balance 
flexibility  and  accountability  to  ensure  the  definition  of  program  objectives  and 
the  measurement  of  program  achievement. 

•  Evaluations  of  HHS  programs  did  contribute  to  the  development  of  strategic 
goals,  objectives  and  strategies  in  the  HHS  Strategic  Plan,  but  improvements  in 
the  linkage  of  evaluation  with  strategic  planning  are  needed.  Recognizing  the 
need  to  make  use  of  program  evaluations  to  influence  the  development  of 
strategic  goals  and  performance  strategies,  HHS  has  initiated  efforts  to 
redesign  its  evaluation  planning  processes  and  evaluation  agenda  to  focus  on 
GPRA  issues,  particularly  strategic  planning  and  performance  measurement. 
HHS's  FY  1998  evaluation  plan  explains  how  future  evaluations  will  support 
GPRA  implementation  and  planning. 

•  HHS  will  use  its  established  information  resources  management  planning 
processes  to  pinpoint  systems  that  should  be  reengineered  to  gather  and 
process  performance  measurement  data,  and  will  support  the  development  of 
new  systems  where  necessary.  Information  technology  systems  are  a  key 
resource  in  assisting  us  to  forge  linkages  between  our  strategic  goals  and 
objectives  and  the  results  HHS  and  its  partners  produce  with  program 
implementation.  Through  the  capital  planning  and  investment  review  process, 
we  will  ensure  that  the  Department's  information  technology  systems  support 
mission  accomplishment  and  performance  measurement,  including  the 
fulfillment  of  data  needs. 

ADOPTION 

Ms.  Northup:  Last  year  Congress  approved  the  Adoption  and  Safe  Families 
Act  of  1997  to  increase  the  number  of  adoptions  throughout  the  country. 

Please  give  the  subcommittee  a  status  report  on  what  your  agency  is  doing  to 
contact  States  regarding  this  initiative  and  what  you  arc  doing  with  States  and  on  the 
local  level  to  develop  and  achieve  targets. 

Secretary  Shalala:  The  following  activities  have  been  completed  or  are 
currently  underway  in  our  work  with  States  to  develop  and  achieve  the  targets  of  the 
adoption  initiative: 

•  Prior  to  the  passage  of  the  legislation  we  had  been  meeting  with  the  States  and 
gathering  information  and  working  with  them  to  collect  data  and  begin  the 
implementation  of  the  Presidential  initiative. 
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•  Each  of  our  Regional  Offices  and  the  ACF  Central  Office  have  held  several 
focus  groups  with  the  States,  advocacy  groups  and  organizations,  and  other 
child  welfare  and  adoption  stakeholders  to  gather  their  input  into  the 
development  of  the  regulations  implementing  the  new  law. 

•  Our  Regional  Offices  and  Central  Office  statisticians  are  working  with  the 
States  and  have  almost  all  the  data  for  the  baseline  for  doubling  the  annual 
number  of  adoptions  finalized  by  the  year  2002.  The  bonus  incentive  funds 
baseline  is  the  average  of  1995,  1996  and  1997;  we  have  data  from  some  of  the 
States  for  1995  and  1996,  but  that  is  much  harder  to  get  because  the  States 
had  not  automated  their  systems  at  that  time. 

•  We  are  currently  preparing  an  announcement  for  a  contract  designed  to 
provide  and  coordinate  the  provision  of  training  and  technical  assistance  to 
States  and  localities  in  the  area  of  adoption.  We  will  also  be  supplementing 
some  of  our  resource  centers  to  work  with  the  States  and  localities  on 
implementing  the  adoption  initiative.  The  technical  assistance  will  support  the 
development  of  collaboratives  that  encourage  placements  across  geographical 
boundaries;  the  development  of  models  to  improve  the  recruitment  of  families 
for  children  with  special  needs;  and  the  development  and  dissemination  of 
model  legislation,  best  practices  guidelines,  multi-disciplinary  training  curricula 
and  implementation  guides  on  the  Multiethnic  Placement  Act,  as  amended,  and 
the  Indian  Child  Welfare  Act. 

We  are  preparing  for  publication  the  announcement  for  the  Adoption 
Opportunities  demonstration  grants  which  will  feature  some  of  the  following  priority 
areas: 

•.    support  for  the  collaboration  of  courts  and  child  welfare  agencies  to  reduce 
the  time  children  spend  waiting  for  an  adoptive  placement; 

•  activities  designed  to  facilitate  the  adoptive  placements  of  children  across 
geographical  boundaries; 

•  special  efforts  to  increase  the  adoptive  placement  of  minority  children; 

•  development  and  dissemination  of  models  on  non-adversarial  options  to 
expedite  permanency  and  to  develop  program  approaches  to  reduce  the 
barriers  to  kinship  adoption. 

•  We  are  also  collaborating  with  the  Department  of  Justice  on  the  development 
of  a  set  of  Guidelines  for  State  Legislation  Governing  Permanence  for 
Children.  These  Guidelines  will  be  used  as  a  technical  assistance  tool  to  help 
States  identify  specific  provisions  in  State  statutes  that  need  revision  in  order 
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to  comport  with  the  new  Federal  legislation,  and  other  legislative  options  for 
improving  child  welfare  systems  and  the  interactions  between  State  agencies 
and  the  courts.  Examples  of  exemplary  statutes  will  be  provided,  along  with 
extensive  commentary  highlighting  critical  issues  and  concerns. 

•    In  addition,  as  part  of  the  collaborative  process,  we  plan  to  conduct  a  National 
Symposium  to  discuss  these  legal  and  service  issues  with  the  broader  child 
welfare  community  as  well  as  recognized  leaders  from  the  judiciary  and  the 
legal  profession,  child  advocacy  organizations,  and  public  child  welfare 
agencies. 

Ms.  Northup:  Last  year,  I  know  the  Administration  for  Children  and  Families 
awarded  more  grants  under  the  adoption  opportunities  program  than  it  funded.  I 
know  that  this  was  very  frustrating  to  those  organizations  who  met  the  high  standards 
required  of  your  agency,  but  did  not  receive  funding.  Last  year  Congress 
appropriated  additional  funding  for  adoption  opportunities  in  1998. 

Please  provide  me  with  a  time  line  of  when  a  request  for  proposal  for  these 
funds  will  be  announced. 

Secretary  Shalala:  By  early  May  ACF  anticipates  publishing  the  Federal 
Register  announcement  soliciting  proposals  for  a  variety  of  discretionary  activities 
under  the  Adoption  Opportunities  Program.  Applicants  will  have  60  days  to  respond. 
The  proposals  will  be  evaluated  by  a  panel  of  experts  in  the  adoption  and  child  welfare 
fields.  The  panel  review  will  be  held  in  August  and  funding  decisions  will  be  finalized 
in  September,  1998. 

Any  applicant  whose  proposal  was  approved  but  not  funded  during  the  FY 
1997  grant  review  process  will  have  to  submit  another  proposal  under  the  FY  1998 
announcement  should  the  same  priority  area  be  included  in  the  forthcoming 
announcement. 

MANAGED  CARE 

Ms.  Northup:  The  President  has  noted  his  concern  for  quality  of  services  for 
patients  within  managed  care  entities,  and  there  are  several  legislative  proposals  on  the 
table  to  change  our  health  care  systems  in  the  name  of  consumer  protection  for  those 
who  use  managed  care  services.  I  found  it  interesting  to  see  that  both  the  Office  of 
Inspector  General  and  the  Agency  for  Health  Care  Policy  and  Research  have  asked  for 
funding  to  evaluate  the  effectiveness  of  managed  care  plans  and  determine  whether 
patients  have  access  to  quality  services. 

Until  this  research  is  completed,  don't  you  believe  it  could  be  harmful  to  our 
health  care  system  if  the  Administration  or  Congress  were  to  act  before  .Seeing  the 
results  of  this  research? 
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Secretary  Shalala:  While  there  is  still  much  to  be  learned  about  the  level  of 
quality  that  patients  receive  in  various  health  care  settings,  we  strongly  believe  that 
there  are  certain  rights  that  should  be  established  now  for  all  patients  in  all  settings. 
To  that  end,  the  President  has  endorsed  the  Consumer  Bill  of  Rights  and 
Responsibilities.  We  will  continue  to  monitor  the  quality  of  care  in  all  settings,  not  just 
managed  care,  but  that  should  not  prevent  us  from  moving  forward  on  these  important 
rights  for  patients. 

The  Bill  of  Rights  would  establish  the  following  rights  an  responsibilities  for  all 
patients: 

INFORMATION  DISCLOSURE.  Consumers  have  the  right  to  receive 
accurate,  easily  understood  information,  and  some  consumers  require 
assistance  in  making  informed  health  care  decisions  about  their  health  plans, 
professionals  and  facilities 

CHOICE  OF  PROVIDERS  AND  PLANS.  Consumers  have  the  right  to  a 
choice  of  health  care  providers  that  is  sufficient  to  ensure  access  to  appropriate 
high-quality  health  care. 

ACCESS  TO  EMERGENCY  SERVICES.  Consumers  have  the  right  to  access 
emergency  health  care  services  when  and  where  the  need  arises.  Health  plans 
should  provide  payment  when  a  consumer  presents  to  an  emergency 
department  with  acute  symptoms  of  sufficient  severity — including  severe 
pain — such  that  a  "prudent  layperson"  could  reasonably  expect  the  absence  of 
medical  attention  to  result  in  placing  that  consumer's  health  in  serious  jeopardy, 
serious  impairment  to  bodily  functions,  or  serious  dysfunction  of  any  bodily 
organ  or  part. 

PARTICIPATION  IN  TREATMENT  DECISIONS.  Consumers  have  the  right 
and  responsibility  to  fully  participate  in  all  decisions  related  to  their  health  care. 
Consumers  who  are  unable  to  fully  participate  in  treatment  decisions  have  the 
right  to  be  represented  by  parents,  guardians,  family  members,  or  other 
conservators  advocating  on  behalf  of  their  patients. 

RESPECT  AND  NONDISCRIMINATION.  Consumers  have  the  right  to 
considerate,  respectful  care  from  all  members  of  the  health  care  industry  at  all 
times  and  under  all  circumstances.  An  environment  of  mutual  respect  is 
essential  to  maintain  a  quality  health  care  system. 

CONFIDENTIALITY  OF  HEALTH  INFORMATION.  Consumers  have  the 
right  to  communicate  with  health  care  providers  in  confidence  and  to  have  the 
confidentiality  of  their  individually  identifiable  health  care  information 
protected.  Consumers  also  have  the  right  to  review  and  copy  their  own 
medical  records  and  request  amendments  to  their  records. 
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COMPLAINTS  AND  APPEALS.  Consumers  have  the  right  to  a  fair  and 
efficient  process  for  resolving  differences  with  their  health  plans,  health  care 
providers,  and  the  institutions  that  serve  them,  including  a  rigorous  system  of 
internal  review  and  an  independent  system  of  external  review. 

CONSUMER  RESPONSIBILITIES.  In  a  health  care  system  that  protects 
consumers'  rights,  it  is  reasonable  to  expect  and  encourage  consumers  to 
assume  reasonable  responsibilities.  Greater  individual  involvement  by 
consumers  in  their  care  increases  the  likelihood  of  achieving  the  best  outcomes 
and  helps  support  a  quality  improvement,  cost-conscious  environment. 

MEDICARE  FRAUD-PROVIDER  INVESTIGATIONS 

Ms.  Northup:  Both  your  Department  and  the  Department  of  Justice  are 
working  on  health,  care  fraud,  but  both  have  very  different  methods  in  which  they  are 
accessing  information  and  achieving  results. 

Please  comment  on  the  similarities  and  differences  between  your  agencies 
methods  and  results  achieved. 

Secretary  Shalala:  The  Department  of  Justice  has  a  prosecutorial  role  with 
respect  to  fraud  and  abuse.  Because  of  confidentiality  issues,  the  DOJ  has  access  to 
beneficiary  data  only  for  the  specific  case  in  question.  Within  the  Department  of  Health 
and  Human  Services,  the  Office  of  Inspector  General  (OIG)  also  prosecutes  individual 
cases.  However,  in  addition  to  specific  case  files,  both  the  OIG  and  the  Health  Care 
Financing  Administration  have  authority  to  access  all  beneficiary  level  claims  data,  and 
they  use  this  authority  to  examine  health  care  programs  more  broadly,  to  identify  areas 
of  vulnerability  to  fraud  and  abuse.  For  this  work  the  comprehensive  data  from  the 
HCIS  and  other  HCFA  data  bases  is  available. 

MEDICARE  FRAUD-PROVIDER  INVESTIGATIONS 

Ms.  Northup:  Do  you  believe  that  Congress  should  pass  a  bill  which  allows 
the  Department  of  Justice  to  prosecute  Medicare  consultants  who  mislead  providers 
on  billing  practices  (both  outside  consultants  and  HCFA  intermediaries)? 

Secretary  Shalala:  The  issue  of  Medicare  consultants  who  mislead  providers 
about  proper  billing  practices  is  a  complicated  one.  Authority  to  prosecute  entities 
that  do  not  bill  the  Medicare  program  directly  would  need  to  be  established.  In 
addition,  we  have  held  that  those  who  bill  the  Medicare  program  are  accountable  for 
what  they  bill.  This  kind  of  legislation  may  be  undesirable  because  it  would  allow 
providers  to  shift  this  responsibility  and  decline  to  be  held  accountable.  For  these 
reasons,  the  administration  is  not  prepared  at  this  time  to  propose  such  legislation. 

MOTHER  AND  CHILD  CARE 

Ms.  Northup:  Having  a  child  when  you  are  a  teenager  can  be  a  major  obstacle 
to  becoming  a  more  successful  woman  —  having  to  put  education  plans  on  hold; 
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settling  for  a  job  instead  of  a  career  to  take  care  of  immediate  needs,  the  reality  of 
having  no  choice  of  staying  home  to  raise  your  child.  What  do  the  statistics  show 
about  the  number  of  children  being  born  to  single  women  - 

•  Are  the  numbers  of  children  increasing  or  decreasing? 

•  Are  the  number  of  teenage  mothers  increasing  or  decreasing? 

•  Have  there  been  studies  to  indicate  what  type  of  day  care  is  being  provided 
to  children  of  single  moms  (outside  day  care  vs.  family  members 
(grandparent,  aunt,  etc.) 

Secretary  Shalala:  The  number  of  children  born  to  unmarried  women  declined 
by  3  percent  between  1994  and  1995  (falling  from  1.29  million  to  1.25  million)  and 
then  rose  by  1  percent  in  1996  (increasing  to  1.27  million).  However,  overall,  the 
number  of  single  births  was  fairly  steady  from  1990  to  1996,  remaining  between  1.2 
and  1.3  million  children.  This  follows  a  significant  increase  in  the  number  of  single 
births  during  the  previous  decade,  rising  from  667  thousand  in  1980  to  1.1  million  in 
1989.  Because  the  number  of  single  births  is  affected  by  general  increases  in  the 
population,  people  often  also  look  at  the  birth  rate  among  single  women.  The  birth 
rate  among  single  women  declined  by  4  percent  between  1994  and  1995  (falling  from 
46.9  to  45.1  births  per  1000'single  women)  and  declined  by  an  additional  1  percent  in 
1996  (falling  to  44.6).  This  also  follows  significant  increases  during  the  previous 
decade,  from  29.4  births  per  1000  single  women  in  1980  to  45.2  births  in  1991. 

The  number  of  births  to  teen  mothers  has  varied  greatly  over  time,  and 
declined  in  1996.  The  number  of  teen  births  was  roughly  between  500  and  550 
thousand  during  the  early  1980s,  between  450  and  500  thousand  during  the  mid  and 
late  1980s,  and  between  500  and  520  thousand  during  the  1990s.  The  current  number 
of  births  to  teen  mothers  is  505  thousand  for  1996— this  is  1  percent  lower  than  the 
level  in  1995,  3  percent  lower  than  in  1990  and  9  percent  lower  than  in  1980.  The 
birth  rate  among  teen  women  has  also  varied  greatly  over  time,  but  has  declined  in 
each  of  the  last  five  years,  from  62.1  births  per  1000  teens  in  1991  to  54.7  births  in 
1996,  or  a  decrease  of  12  percent. 

The  number  of  births  to  teen  mothers  and  single  mothers  is  taken  from  final 
National  Center  for  Health  Statistics  vital  statistics  data  for  1980  to  1995  and 
preliminary  data  for  1996. 

Unlike  the  number  of  births  to  teen  mothers,  the  number  of  teen  mothers  are 
not  routinely  tabulated  (this  would  include  not  only  teens  that  gave  birth  this  year,  but 
also  teens  who  gave  birth  in  prior  years),  so  assessing  trends  over  time  is  difficult. 
However,  calculations  from  National  Center  for  Health  Statistics  indicate  that  the 
number  of  teen  mothers  increased  from  960  thousand  teen  mothers  in  1993  to  just 
over  1  million  teen  mothers  in  1995.  The  number  of  teen  mothers  has  generally  been 
between  950  thousand  and  one  million  since  1990.  Interpreting  changes  in  the  number 
of  teen  mothers  is  difficult  -  while  the  teen  birth  rate  or  the  number  of  teen  births  may 
be  falling,  it  usually  takes  a  few  years  before  the  number  of  teen  mothers  falls  because 
it  is  a  cumulation  of  teen  births  for  several  years. 


133 


Two  reports  have  looked  at  child  care  usage  among  teen  parents. 

Schochet,  Peter  Z.,  and  Ellen  Eliason  Kisker,  Meeting  the  Child  Care  Needs  of 
Disadvantaged  Teenage  Mothers:  Lessons  from  the  Teenage  Parent  Demonstration, 
Princeton,  NJ:  Mathematica  Policy  Research,  1992. 

Maynard,  Rebecca,  Walter  Nicholson,  and  Ami  Rangarajan,  Breaking  the  Cycle  of 
Poverty:  The  Effectiveness  of  Mandatory  Services  for  Welfare-Dependent  Teenage 
Parents,  Princeton,  NJ:  Mathematica  Policy  Research,  1993. 

Their  findings: 

The  Teenage  Parent  Demonstration  increased  both  the  percentage  of  mothers 
who  used  child  care  and  the  amount  they  used  increased.  Although  the  use  of  all  types 
of  care  increased,  the  use  of  child  care  centers  increased  more.  The  Teenage  Parent 
Demonstration  also  increased  the  average  number  of  months  and  hours  per  week  that 
mothers  used  child  care. 

Ms.  Northup:  I  agree  that  development  during  the  years  0-3  is  very  important. 
However,  I  am  concerned  that  we  are  too  willing  as  a  government  to  encourage 
mothers  to  push  their  child  in  child  care.  Unless  pay  scales  dramatically  change,  the 
chance  that  institutional  care  will  improve  dramatically  are  slim. 

I  am  confused  how  the  Administration  can  imagine  that  institutional  child  care 
would  be  better  than  a  home  settings  and  would  like  to  hear  your  comments. 

Secretary  Shalala:  The  child  care  initiatives  in  Budget  build  on  President 
Clinton's  record  of  providing  real  choices  and  opportunities  for  parent  -including  the 
choice  to  stay  home  with  their  children.  He  has  worked  to  enact:  a  $500  per  child  tax 
credit  that  provides  $98  billion  in  tax  benefits  over  the  next  5  years  for  26  million 
families  with  children  including  those  with  stay-at-home  mothers;  the  Earned  Income 
Tax  Credit  also  helps  stay-at-home  mothers  and  gives  15  million  working  families 
$150  billion  over  the  next  five  years  in  tax  relief;  health  insurance  for  children; 
increases  in  the  minimum  wage;  and  the  Family  and  Medical  Leave  Act.  The 
Administration  is  committed  to  helping  parents  make  the  choices  that  are  right  for 
their  families,  whether  that  means  working  or  staying  home  to  care  for  their  children. 

The  President's  Child  Care  Initiative  is  primarily  oriented  toward  families  with 
a  single  parent  who  works  or  two  parents  who  both  work,  usually  for  reasons  of 
financial  necessity.  According  to  the  March  1 997  Current  Population  Survey,  only  26 
percent  of  families  with  children  under  age  14  have  a  stay-at-home  mother.  Seven  out 
of  every  10  mothers  of  children  under  age  6  spent  some  time  in  the  labor  force  during 
the  past  year.  The  initiative  is  designed  to  ensure  that  children  in  these  families  receive 
quality  care  while  their  parents  are  working. 

The  President  believes  strongly,  however,  that  we  should  support  parents  who 
have  sufficient  resources  and  who  choose  to  stay  home.  The  Administration's 
proposal  includes  provisions  that  will  help  parents  who  stay  at  home.  It  will  support 
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demonstration  projects  in  States  and  communities  to  test  policies  to  help  new  parents 
who  choose  to  stay  home  to  care  for  their  newborns  and  newly  adopted  children.  In 
addition,  the  President's  Early  Learning  Fund  supports  parents  who  stay  at  home 
through  home  visits  and  parent  education. 

While  the  Administration  does  not  feel  that  institutional  child  care  is  better  than 
home  settings,  we  do  believe  that  quality  child  care  must  be  available  and  affordable 
for  families  who  choose,  or  through  financial  necessity,  are  required  to  work. 

Since  your  question  also  discussed  pay  scales  for  child  care  workers,  it  is  true 
that  pay  scales  are  often  quite  low  for  child  care  providers,  the  President's  Initiative 
includes  $250  million  over  five  years  to  fund  a  National  Child  Care  Provider 
Scholarship  to  attempt  to  increase  the  training  of  providers  so  that  they  have  better 
skills,  increase  their  pay,  and  stay  longer  in  their  role.  This  type  of  program  has  been 
very  successful  in  North  Carolina  and  we  are  pleased  that  this  will  be  a  focus  and  a 
method  of  improving  quality  in  child  care  while  reducing  turnover  of  staff. 
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CLOSING  THE  HEALTH  DISPARITY  GAP 

Mr.  Stokes:  As  this  year's  budget  request  (FY  '99)  places  us  at  the  eve  of  the 
new  millennium,  what  major  investments  are  contained  in  this  budget  that  are 
specifically  designed  to  improve  the  health  of  minorities?  Please  elaborate  on  your 
response  for,  the  record. 

Secretary  Shalala:  On  February  21,  1998,  the  President  announced  an  initiative 
on  race  which  examines  the  current  state  of  race  relations  and  our  future,  and  looks  at 
the  laws  and  policies  that  can  help  to  offer  opportunity  to  all  Americans.  This 
initiative  combines  constructive  dialogue,  study,  and  action.  This  initiative  is  designed 
to  eliminate,  by  the  year  2010,  racial  health  disparities  in  6  key  areas:  infant  mortality; 
cancer  screening  and  management;  cardiovascular  disease;  diabetes;  HIV 
infections/AIDS;  and  child  and  adult  immunizations.  This  year's  budget  includes  an 
increase  of  $80  million  to  target  health  disparities  in  these  six  areas.  Included  in  this 
funding  is  $30  million  in  CDC  for  a  community-based  demonstration  program  in  up  to 
30  communities.  Local  communities  will  compete  for  funding  to  address  one  of  the 
six  minority  health  disparities  that  it  would  like  to  focus  on.  These  projects  will  focus 
on  identifying  new  knowledge  about  causes  of  health  disparities  and  effective  means  of 
delivering  preventive  and  clinical  services. 

In  addition,  increases  of  $50  million  are  requested  for  existing  successful  public 
health  programs  in  CDC,  HRSA,  and  IHS  that  will  partner  with  community,  advocacy, 
and  tribal  organizations  to  expand  and  adapt  proven  public  health  strategies  to  better 
reach  minority  populations.  These  programs  include  $10  million  in  CDC  to  address 
the  high  prevalence  of  HIV/STDs  in  minority  populations  by  directing  funds  to 
support  6-8  demonstration  projects  that  design,  field  test,  implement,  and  monitor  data 
and  theory  driven,  targeted  interventions.  These  demonstrations  also  would  enhance 
community  involvement  in  all  aspects  of  developing,  implementing,  and  evaluating 
interventions  that  will  address  the  high  prevalence  of  HIV/STDs.  For  diabetes 
education  the  budget  includes  $5  million  for  CDC  to  develop  and  implement 
community-based  health  education  and  intervention  strategies  that  are  culturally 
relevant  and  appropriate,  in  order  to  have  an  impact  on  reducing  the  disparities  in 
morbidity  and  mortality  rates  for  persons  with  diabetes.  CDC  will  also  work  closely 
with  its  partners,  particularly  through  the  National  Diabetes  Education  Program 
(NDEP),  to  develop  special  educational  messages,  materials,  and  community-based 
programs  targeted  for  persons  in  racial  and  ethnic  minorities. 

In  FY  1998,  CDC  provided  funding  to  an  estimated  6-8  States  to  address 
cardiovascular  disease  (CVD).  CDC  will  use  the  additional  $5  million  requested  in  FY 
1999  to  support  CVD  prevention  programs  addressing  minority  populations  in  two 
additional  States.  Additional  resources  will  also  be  provided  to  those  States  currently 
funded  for  CVD  prevention  to  enable  them  to  do  more  targeted  interventions  for 
minority  populations. 


136 


With  $5  million  for  prostate  cancer,  CDC  will  provide  support  for  a  limited 
number  of  States  through  a  comprehensive  cancer  control  model  to  address  issues 
related  to  prostate  cancer;  conduct  surveys  to  determine  knowledge,  attitudes  and 
behaviors  of  men  and  health  care  providers  about  prostate  cancer,  prostate  cancer 
screening  and  treatment  options;  initiate  the  development  of  a  health  communications 
campaign  to  provide  balanced  information  to  patients  and  health  care  providers  and 
promote  the  process  of  informed  decision  making  regarding  prostate  cancer  screening 
and  treatment  options;  and  enhance  its  capacity  to  address  prostate  cancer  through 
epidemiologic  and  behavioral  science  research. 

In  the  Health  Resources  and  Services  Administration  an  additional  $15  million 
out  of  the  $50  million  total  will  be  provided  to  Community  Health  Center  to  focus  on 
areas  with  significant  race-based  disparities  and  provide  comprehensive  and  primary 
care  service  access  points  to  serve  150,000  additional  low  income,  underserved  and 
vulnerable  patients  (65  percent  of  which  nationally  are  minorities)  through  20  new 
sites  and  provide  900  new  jobs.  Funding  will  be  used  to  enhance  current  services  to 
further  reduce  specific  health  disparities.  Some  of  these  services  include  enabling 
services  such  as  patient  outreach,  case  management,  health  education,  translation,  and 
transportation;  provider  and  patient  education,  and  the  development  of  strategies  to 
identify  and  break  down  the  barriers  so  that  easy  access  to  quality  health  care  is 
available. 

The  Indian  Health  Service  will  devote  $5  million  in  Alcohol  Prevention  and 
Treatment  Activities  for  environmental  prevention  strategies  which  focus  on  changing 
communities  rather  than  individuals.  Strategies  will  focus  on  Women's  Treatment 
Centers  placing  special  emphasis  on  women  and  children,  parenting  skills,  prevention 
of  child  abuse,  fetal  alcohol  screening,  and  community  development.  IHS  will  also  use 
$5  million  to  provide  expanded  clinical  service  programs  for  women  for  breast  and 
cervical  cancer  screening  and  other  health  related  issues.  An  additional  25,000  women 
would  be  served. 

ACCESS  TO  HEALTH  CARE  ADVANCES 

Mr.  Stokes:  According  to  your  opening  statement,  the  President's  budget 
request  puts  us  on  a  path  to  double  our  investment  in  medical  knowledge  by 
increasing,  by  nearly  50  percent  over  five  years,  our  Nation's  commitment  to  the  NIH. 
What  does  this  budget  do  to  make  the  resulting  investment  in  health  care  advances 
more  accessible  to  all  Americans? 

Secretary  Shalala:  Health  research  is  a  continuum  which  encompasses 
laboratory,  clinical,  epidemiologic,  behavioral,  social,  health  services,  and  outcomes 
research.  Laboratory  research  leads  to  fundamental  discoveries  about  life  processes 
and  is  the  foundation  for  virtually  all  progress  in  the  diagnosis,  treatment,  and 
prevention  of  disease.  Clinical  research  translates  laboratory  findings  into  innovative 
treatments,  while  epidemiology  explores  the  origins  and  prevalence  of  disease  within 
populations.  Behavioral  and  social  research  provides  answers  to  fundamental 
questions  about  personal  choices  and  environmental  conditions  that  lead  to  disease, 
injury,  and  disability,  and  explores  ways  to  help  individuals  and  communities 
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understand  and  change  risky  behaviors.  Research  on  disease  prevention  and  control 
reduces  the  human  toll  and  economic  burdens  of  disease  tomorrow.  Finally,  health 
services  research  holds  the  promise  of  increasing  the  effectiveness,  quality,  and 
efficiency  of  patient  care,  all  vital  to  a  sound  health  care  delivery  system. 
Improvements  in  health  are  dependent  on  this  chain  of  research.  One  weak  link  can 
reduce  the  likelihood  that  major  findings  in  another  arena  will  benefit  the  public. 

This  continuum  of  research  is  supported  and/or  conducted  by  three  agencies 
within  HHS.  The  National  Institutes  of  Health  (NIH)  supports  and  conducts  medical 
research  into  the  causes,  diagnosis,  prevention,  and  treatment  of  diseases  and  disabi- 
lities and  promotes  the  acquisition  and  dissemination  of  medical  knowledge  to  health 
professionals  and  the  public.  The  Centers  for  Disease  Control  and  Prevention  (CDC) 
supports  and  conducts  research  related  to  the  prevention  and  control  of  disease,  injury, 
and  disability  in  individuals  and  families,  but  especially  in  communities.  The  Agency 
for  Health  Care  Policy  and  Research  (AHCPR)  supports  research  on  how  the  health 
care  system  works,  how  it  can  be  improved,  and  how  the  implementation  of  medical 
knowledge  affects  the  effectiveness,  efficiency,  cost,  and  quality  of  health  care. 

In  the  FY  1999  President's  budget,  we  propose,  as  you  have  noted,  to  increase 
spending  for  NIH  by  an  additional  $1.15  billion,  or  8.4  percent,  over  FY  1998,  as  a 
first  step  towards  the  Administration's  goal  of  expanding  NIH  by  nearly  half  over  the 
next  five  years.  With  this  increase,  NIH  plans  to  increase  the  number  of  research 
project  grants  substantially  to  an  all  time  record  of  just  over  30,000  awards,  including 
a  record  number  of  nearly  8,300  new  and  competing  awards.  NIH  expects  an 
expanded  grant  portfolio  to  accelerate  the  process  of  discovery  across  a  large  frontier 
of  medical  science,  including  research  on  cancer,  heart  disease,  and  diabetes,  which  are 
diseases  that  disproportionately  affect  minorities.  NIH  also  recognizes  that  the 
promises  of  medical  research  to  better  human  health  can  be  achieved  only  if  we 
strengthen  the  Nation's  capacity  to  perform  clinical  research,  especially  the  research 
carried  out  through  direct  interactions  with  patient  populations.  Within  the  FY  1999 
request,  NIH  has  planned  several  specific  initiatives  addressing  clinical  research, 
including  new  training  awards  targeted  to  clinical  researchers;  expanded  support  for 
General  Clinical  Research  Centers;  developing  comprehensive  clinical  trials  databases; 
enhancing  patient  recruitment  into  clinical  trials;  and  continuing  support  for  the 
construction  of  the  new  Mark  O.  Hatfield  Clinical  Research  Center  on  the  NIH 
campus  in  Bethesda,  Maryland.  When  the  new  Clinical  Research  Center  is 
operational,  NIH  plans  to  make  it  available  to  extramural  clinical  researchers,  in 
addition  to  building  up  its  intramural  clinical  research  base.  NTH  also  expects  to 
strengthen  its  information  dissemination  efforts  through  public  and  health  care 
provider  education. 

In  the  FY  1999  budget,  we  propose  to  increase  funding  for  AHCPR  by 
$25  million,  or  17  percent,  over  the  FY  1998  level.  AHCPR  focuses  on  research  to 
move  discoveries  into  the  clinic,  to  determine  what  works  best  in  practice,  and  to 
improve  the  quality  while  constraining  the  cost  of  everyday  patient  care.  The 
proposed  increase  in  funding  will  help  AHCPR  carry  out  the  scientific 
recommendations  that  will  be  released  soon  by  the  Presidential  Advisory  Commission 
on  Consumer  Protection  and  Quality  in  the  Health  Care  Industry. 
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Also,  prevention  research  can  teach  us  how  to  stop  diseases  before  they  start, 
and  reveal  new  ways  to  inspire  people  of  all  ages  and  race  to  change  unhealthy 
behavior.  The  President's  budget  request  for  FY  1999  includes  $25  million  to  create  a 
new  prevention  research  program  in  CDC  that  would  use  the  talents  of  the  academic 
community,  as  well  as  State  and  local  governments,  to  help  translate  the  findings  of 
medical  research  into  personal  and  community-based  prevention  strategies.  Such 
efforts  will  help  ensure  the  maximum  public  benefit  from  such  research. 

UNINSURED 

Mr.  Stokes:  It  is  estimated  that  nearly  40  million  Americans  are  uninsured. 
The  FY  1999  budget  request  contains  a  number  of  provisions  to  expand  access  to 
health  care  services.  To  what  extent  will  this  budget  reduce  the  number  of  uninsured, 
and  what  percentage  is  that  of  the  uninsured? 

Secretary  Shalala:  We  estimate  that,  altogether,  the  health  care  expansion 
provisions  in  the  President's  FY  1999  budget  will  reduce  the  number  of  uninsured  by 
about  440  thousand,  or  a  little  over  one  percent  of  the  total  number  of  uninsured  in  the 
U.S. 

Mr.  Stokes:  What  is  the  condition  of  the  Nation's  health  care  safety  net  and 
what  does  the  FY  1999  budget  request  do  to  strengthen  it? 

Secretary  Shalala:  The  health  care  safety  net  is  holding  strong,  and  the 
resources  and  proposals  in  the  President's  FY  1999  budget  will  make  it  stronger,  as 
well  as  wider.  The  President  has  proposed  to  make  Medicare  coverage  available  to 
the  "near-elderly"--those  age  62  to  65~and  to  those  who  have  lost  their  jobs.  The 
budget  includes  funding  for  the  Children's  Health  Insurance  Program,  proposed  by  the 
President  last  year,  and  enacted  as  part  of  the  Balanced  Budget  Act.  This  program 
provides  health  care  coverage  for  children  of  working  families  whose  employers  don't 
offer  private  coverage.  Another  provision  of  the  Balanced  Budget  Act  provides  more 
health  plan  choices  for  our  beneficiaries  through  the  Medicare+Choice  program.  And 
the  budget  includes  resources  to  help  the  agency  prevent  fraud  and  abuse  in  the  health 
care  system  before  it  occurs  and  to  work  with  other  Government  agencies  to 
prosecute  offenders  swiftly  and  judiciously. 

Some  of  these  program  integrity  efforts  include  a  doubling  of  the  resources  for 
audits,  to  be  funded  by  user  fees  on  those  providers  subject  to  audit,  as  well  as 
implementation  of  key  program  improvements  enacted  in  the  Balanced  Budget  Act 
such  as  payment  reform  and  competitive  pricing  demonstrations  for  managed  care,  and 
prospective  payment  for  nursing  homes,  outpatient  departments,  rehabilitation 
hospitals  and  home  health  agencies.  And  not  least  important,  the  budget  request 
includes  administrative  resources,  from  proposed  user  fees  as  well  as  appropriations, 
so  that  HCFA  can  hold  the  safety  net  firmly  and  steadily  under  the  American  people. 
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HIV/ AIDS 

Mr.  Stokes:  What  is  the  extent  of  HIV/AIDS  in  [the]  United  States  in  general, 
and  what  is  the  extent  of  HTV/AIDS  in  African  American  adults  and  children? 

Secretary  Shalala:  In  the  U.S.  African  Americans  have  been  disproportionately 
affected  by  HTV  and  AIDS.  Representing  an  estimated  13%  of  the  U.S.  population, 
African  Americans  have  made  up  36%  of  all  AIDS  cases  reported  to  CDC.  During  the 
last  decade,  the  proportion  of  new  AIDS  cases  diagnosed  among  African  Americans 
has  grown  every  year. 

More  detailed  surveillance  data  based  on  the  latest  HIV/AIDS  Surveillance 
Report,  published  on  June  30,  1997  in  the  Morbidity  and  Mortality  Weekly  Report 
(MMWR),  indicates  that  a  cumulative  total  of  612,078  persons  with  AIDS  were 
reported  to  CDC  by  State  and  territorial  health  departments.  Of  these  84%  were 
adult/adolescent  men,  15%  were  adult/adolescent  women,  and  1%  were  children.  Of 
adults/adolescents  reported  during  the  last  12  months  36%  were  white,  43%  were 
black,  and  20%  were  Hispanic.  Compared  to  prior  years,  the  latest  reports  indicate 
that,  for  the  first  time  in  the  history  of  HIV/ AIDS,  there  has  been  a  decline  in  the 
estimated  number  of  people  newly  diagnosed  with  AIDS  annually  (AIDS  incidence). 
Between  1995  and  1996,  new  AIDS  cases  in  people  over  age  12  declined  6%,  from 
60,620  to  56,730.  The  greatest  declines  occurred  among  white  gay  and  bisexual  men, 
while  heterosexual  incidence  continued  to  increase—primarily  among  minority  men  and 
women. 

While  HIV  dropped  to  the  second  leading  cause  of  death  in  25  to  44  year  olds 
overall  in  1996,  it  remains  the  leading  cause  of  death  for  African  American  men  and 
women  in  this  age  group.  Among  women  and  children  with  AIDS,  African  Americans 
have  been  especially  affected,  representing  56%  of  the  total  number  of  women 
reported  with  ADDS  and  58%  of  reported  pediatric  AIDS  cases.  Specifically,  among 
the  609  children  reported  in  these  latest  totals,  15%  were  white,  63%  were  black  and 
21%  were  Hispanic.  Over  90%  of  these  children  were  infected  perinatally.  The  report 
also  indicates  that  there  is  also  an  epidemic  among  heterosexual  persons  (principally  in 
minority  communities)  that  is  greatly  facilitated  by  the  disproportionately  high  rates  of 
other  sexually  transmitted  diseases  in  those  communities. 

The  fastest  growing  part  of  the  epidemic  is  among  women.  Between  1982  and 
1996,  AIDS  cases  among  women  rose  5%  to  20%  of  all  American  adults  and 
adolescents  reported  with  AIDS.  In  FY  1996,  39%  of  reported  AIDS  cases  in  13-24 
year-olds  occurred  among  young  women.  Heterosexual  contact  was  the  mode  of 
transmission  in  40%  of  this  group.  Nearly  4  of  every  5  AIDS  cases  reported  in  women 
in  1996  occurred  in  minority  women;  most  of  whom  were  black  and  Hispanic. 

The  continued  increase  in  AIDS  incidence  in  minorities  underscores  the  need 
for  intensified  prevention  efforts  in  this  community,  as  well  as  the  need  to  ensure 
timely  access  to  HIV  counseling  and  testing  and  HIV  and  STD  treatment  services. 
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HIV/AIDS  in  the  African-American  Community 

In  the  United  States,  African  Americans  have  been  disproportionately  affected  by  HIV 
and  AIDS.  Through  June  1997,  CDC  had  received  reports  of  216,980  cases  of  AIDS 
among  African  Americans.  Although  that  is  36%  of  the  612,078  cases  reported,  African 
Americans  only  represent  an  estimated  13%  of  the  total  U.S.  population. 

It  is  estimated  that  240,000-325,000  African  Americans  are  infected  with  HIV. 
Researchers  estimate  that  1  in  50  African-American  men  and  1  in  160  African- 
American  women  are  infected  with  HIV.  Of  those  infected  with  HIV,  it  is  estimated  that 
92,200  African  Americans  are  living  with  AIDS. 

In  1996,  43%  of  AIDS  cases  diagnosed  that  year  (AIDS  incidence)  were  among  African 
Americans  (37%  were  among  vtfhites;  19%  among  Hispanics;  and  less  than  1%  each  for 
Asian/Pacific  Islanders  and  American  Indians/Alaska  Natives).  Between  1995  and 
1996,  AIDS  incidence  declined  13%  among  whites  and  5%  among  Hispanics,  but 
remained  the  same  among  African  Americans.  While  HIV  dropped  from  the  leading 
cause  to  the  second  leading  cause  of  death  in  25-  to  44-year-olds  overall  in  1996,  it 
remains  the  leading  cause  of  death  for  African-American  men  and  women  in  this  age 
group.  Annual  AIDS  deaths  have  declined  in  all  groups,  but  declines  have  not  been  as 
significant  among  African  Americans,  which  may  reflect  differences  in  access  to  care. 

Among  women  and  children  with  AIDS,  African  Americans  have  been  especially 
affected,  representing  56%  of  the  total  number  of  women  reported  with  AIDS  and  58% 
of  reported  pediatric  AIDS  cases. 

HIV  Prevention  Efforts  Targeting  African  Americans 

The  disproportionate  impact  of  HIV/AIDS  on  African  Americans  underscores  the 
importance  of  effective  prevention  programs  for  this  community.  HIV  prevention  efforts 
must  take  into  account  not  only  the  multiracial  and  multicultural  nature  cf  our  society, 
but  also  other  social  and  economic  factors,  such  as  poverty,  underemployment,  and 
poor  access  to  the  health  care  system,  that  impact  health  status  and  disproportionately 
affect  minority  populations.  For  over  a  decade,  CDC  has  worked  closely  with 
community  representatives  to  design  and  implement  HIV  prevention  efforts  targeting 
African  Americans.  Clearly,  the  most  effective  programs  are  those  designed  and 
implemented  by  the  African-American  community  itself.  CDC  continues  to  work  to 
strengthen  the  capacity  of  these  communities  to  sustain  and  improve  effective  HIV 
prevention  programs  that  reach  African  Americans  at  greatest  risk  of  infection. 

CDC  is  currently  supporting,  directly  and  indirectly,  hundreds  of  community-based 
organizations  across  the  United  States  to  implement  programs  and  provide  HIV 
prevention  services  to  the  African-American  community.  Programs  focus  on  a  wide 
range  of  activities,  including  risk-reduction  counseling,  street  and  community  outreach, 
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prevention  case  management  services,  and  efforts  to  help  individuals  at  risk  gain 
access  to  HIV  testing  and  treatment  and  related  services. 

Additionally,  to  help  establish  greater  capacity  within  the  African-American  community 
to  provide  HIV  prevention  services,  CDC  has  instituted  a  program  to  assist  national  and 
community-based  organizations  serving  these  communities  in  building  the  infrastructure 
needed  to  deliver  HIV  testing,  counseling,  health  care,  and  support  services.  And 
because  of  the  critical  role  the  faith  community  plays  in  mobilizing  community  leaders 
and  in  reaching  and  serving  the  community  at  large,  CDC  established  a  collaboration 
with  the  faith  community  in  1987  as  part  of  multi-sectoral  program  to  encourage  positive 
response  to,  and  participation  in,  HIV  prevention.  While  the  effort  began  modestly,  with 
direct  funding  to  faith  organizations  of  roughly  $100,000  the  first  year,  the  program  had 
grown  to  $500,000  annually  by  1994  and  to  the  current  funding  level  of  $900,000  in 
1 997.  Roughly  half  of  this  initiative  currently  targets  the  African-American  faith 
community. 

CDC  has  several  major  initiatives  and  numerous  research  projects  designed  to  reach 
the  African-American  community,  including: 

CDC  currently  provides  $253  million  in  funding  to  state  and  local  health 
departments  for  HIV  prevention  programs.  Since  December  1993,  CDC  has 
funded  a  process  designed  to  put  more  of  the  decisions  about  how  these 
prevention  funds  are  directed  in  the  hands  of  the  communities  affected.  Under 
this  process,  HIV  Prevention  Community  Planning,  health  departments  are 
required  to  establish  priorities  in  conjunction  with  a  planning  group  that  brings 
together  health  department  staff,  representatives  of  affected  populations, 
epidemiologists,  behavioral  scientists,  service  providers,  and  other  community 
members  to  identify  prevention  needs  and  interventions  to  meet  these  needs. 
This  process  helps  ensure  that  HIV  prevention  efforts  are  locally  relevant  and 
address  the  unique  epidemic  and  prevention  needs  of  each  community. 

CDC  has  conducted  several  recent  assessments  to  determine  what  proportion  of 
these  funds  are  used  to  reach  minority  populations.  While  not  all  programs  are 
targeted  by  race  (some,  for  example,  target  high-risk  communities  such  as 
injection  drug  users  or  people  being  treated  in  STD  clinics,  which  include 
individuals  from  multiple  races),  it  is  clear  that  a  significant  proportion  of  funding 
for  major  programs  such  as  counseling  and  testing  and  risk  reduction  programs 
are  targeted  to  African  Americans.  Of  programs  identified  as  specifically 
targeting  a  racial/ethnic  group  (representing  $143  million),  36%  of  programs  ($52 
million)  target  African  Americans.  By  comparison,  36%  target  Caucasians,  and 
22%  target  Hispanics. 

CDC  also  directly  funds  minority  and  other  community-based  organizations  to 
design  and  implement  HIV  prevention  programs  that  are  highly  targeted  to  high- 
risk  individuals  within  racial  and  ethnic  minority  populations.  Many  serve  gay  and 
bisexual  men  of  color  or  injection  drug  users  as  their  primary  focus.  CDC 
currently  provides  $18  million  to  fund  94  community-based  organizations  through 
this  program.  Seventy-one  (76%  )  of  these  organizations  direct  their  programs  to 
African  Americans. 


CDC  funds  a  $9  million  program  to  assist  National  and  Regional  Minority 
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Organizations  in  building  capacity  to  deliver  HIV  prevention  programs  and 
services  within  these  communities.  Of  these,  many  organizations  directly  serve 
the  African-American  community.  Organizations  supported  through  this  initiative 
include  the  National  Organization  of  Black  County  Health  Officials  ($450,000), 
the  National  Minority  AIDS  Council  ($455,000),  the  Association  of  Black 
Psychologists  ($320,000),  the  National  AIDS  Minority  Information  and  Education 
Program  ($291,000),  and  the  National  Council  of  Negro  Women  ($451,000). 

.  Last  year,  to  further  evaluate  the  current  capacity-  of  community-based 
organizations  serving  minority  organizations,  CDC  funded  the  Harlem  AIDS 
Directors  ($400,000)  to  conduct  an  assessment  to  identify  unmet  needs. 

Additionally,  CDC  conducts  numerous  behavioral  research  projects  aimed  at 
reducing  HIV  infection  in  the  African-American  community.  For  example,  the 
prevention  of  HIV  in  Women  and  Infants  Project  is  a  community  level  behavioral 
intervention  research  project  targeting  young  women  ages  15-34.  The  project  is 
designed  to  improve  the  understanding  of  factors  influencing  women's  behavior 
changes  regarding  condom  and  contraceptive  use  and  to  improve  the 
development  and  delivery  of  prevention  interventions.  Another  example  is  the 
Young  African-American  Men's  Study.  This  study  is  a  2-year  formative  study  to 
prevent  HIV/AIDS  in  yotfng  African-American  men.  Data  are  being  collected  in 
Chicago  and  Atlanta  through  interviews,  observations,  and  group  discussions 
with  community  leaders,  health  care  providers,  and  young  men  who  have  sex 
with  men.  In  addition  to  these  examples,  there  are  numerous  research  projects 
designed  to  better  understand  risk  behaviors  and  design  effective  interventions 
for  African  Americans  at  highest  risk  for  HIV  infection,  including  injection  drug 
users,  women  who  are  partners  of  injection  drug  users,  individuals  with  high 
rates  of  STDs,  and  young  gay  and  bisexual  men  of  color. 

There  is  no  question  that  as  long  as  the  epidemic  continues  to  spread  in  the  African- 
American  community,  these  programs  must  continue,  and  even  more  must  be  done.  It 
is  also  clear  that  the  public  sector  alone  can  not  successfully  combat  HIV  and  AIDS  in 
the  African-American  community.  Overcoming  the  current  barriers  to  HIV  prevention 
and  treatment  in  this  community  requires  that  leaders  in  the  community  acknowledge 
the  severity  of  the  continuing  epidemic  among  African  Americans  and  play  an  even 
greater  role  in  combating  HIV/AIDS  in  their  own  community. 
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Mr.  Stokes:  To  what  extent  are  they  [HTV/AIDS-infected  African  American 
adults  and  children]  participating  in  clinical  trials? 

Secretary  Shalala:  The  National  Institutes  of  Health  (NTH)  has  the  primary 
responsibility  for  the  federally  supported  clinical  trial  programs  for  evaluating 
potential  therapies  for  the  prevention  and  treatment  of  HIV  infection  and  its  sequelae. 
NTH  supports  a  diverse  network  of  clinical  trials  programs,  which  includes  the  Adult 
AIDS  Clinical  Trials  Group  (AACTG),  the  Pediatric  AIDS  Clinical  Trials  Group 
(PACTG),  the  Terry  Beirn  Community  Programs  for  Research  on  AIDS  (CPCRA), 
Studies  of  the  Ocular  Complications  of  AIDS  (SOCA),  the  Neurologic  AIDS 
Research  Consortium  (NARC),  and  the  AIDS  Malignancy  Consortium  (AMC).  More 
than  50,000  patients  have  been  enrolled  to  date  in  NTH-sponsored  clinical  studies, 
which  have  involved  the  evaluation  of  over  80  agents. 

NTH  has  implemented  a  series  of  initiatives  to  ensure  the  enrollment  and 
accrual  of  minorities  in  AIDS  clinical  trials.  Among  these  programs  is  the  AIDS 
Clinical  Trials  Infrastructures  in  Minority  Institutions  initiative  which  provides  for  the 
training  of  minority  researchers  and  health  care  professionals  in  ACTG  research,  as 
well  as  the  infrastructure  to  conduct  clinical  trials  in  minority  institutions.  This 
program  also  supports  the  enrollment  of  minorities  in  NTH-funded  clinical  trials. 
Overall,  the  enrollment  of  patients  in  NTH-supported  clinical  trials  has  mirrored  the 
demographics  of  the  epidemic  in  the  United  States.  The  representation  by  race  is 
displayed  in  the  table  below: 


Demographics  of  Participants  in 
NIH-Sponsored  Clinical  Trials 


Race 

Percent 

White 

36% 

African  American 

40% 

Hispanic 

22% 

Other/Unknown 

2% 

Total 

100% 

Mr.  Stokes:  Can  you  bring  the  committee  up-to-date,  on  the  Department's 
AIDS/HTV  clinical  trials  —what  have  we  learned,  and  how  is  that  information  being 
used  to  treat  ATDS/HTV  in  the  U.S.,  and  to  address  the  problem  in  third-world 
populations? 
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Secretary  Shalala:  Past  accomplishments  of  National  Institutes  of  Health 
(NIH)  sponsored  AIDS  clinical  trials  include:  demonstrating  the  efficacy  and  clinical 
benefits  of  AZT  for  both  adults  and  children  with  early  and  asymptomatic  infection; 
the  safety  and  efficacy  of  ddl  and  ddC  for  HIV-infected  adults  and  children;  the 
benefits  of  ddl  and  ddC  in  patients  who  are  intolerant  of  or  who  have  failed  AZT 
treatment;  the  antiviral  activity  of  interferon  and  its  benefits  for  reducing  Kaposi's 
sarcoma  (KS)  lesions;  the  utility  of  paclitaxel  in  advanced  KS;  the  benefits  of 
nimodipine  for  the  treatment  of  AIDS  dementia  complex;  and  the  therapeutic  benefits 
of  ddC  plus  AZT  combination  therapy. 

In  1994,  the  results  of  a  landmark  NIH-sponsored  clinical  trial  were  reported, 
which  demonstrated  that  AZT  administered  during  gestation  and  labor  and  to  the 
infant  after  birth  reduces  the  rate  of  HIV  transmission  from  infected  mother  to  infant 
by  approximately  two-thirds. 

Accomplishments  of  NIH-sponsored  clinical  trials  over  the  past  few  years 
include  the  completion  of  two  combination  nucleoside  trials  in  the  adult  and  one  in  the 
pediatric  HIV-infected  populations  that  demonstrated  the  clinical  superiority  of  ddl 
monotherapy  and  ddl/ZDV  combination  therapy  over  ZDV  monotherapy.  A  pediatric 
trial  demonstrated  that  combination  ZDV/3TC  and  ZDV/ddl  are  superior  to 
monotherapy  with  either  ZDV  or  ddl  in  terms  of  disease  progression  or  death.  Other 
NIH-sponsored  trials  have  shown  clinical  benefit  of  thalidomide  in  the  treatment  of 
oral  aphthous  ulcers,  recombinant  human  growth  hormone  for  treatment  of  ATDS- 
associated  Wasting  Syndrome  (AWS),  and  megestrol  acetate  for  AWS.  Additional 
NIH  trials  have  contributed  to  the  understanding  of  the  use  of  protease  inhibitors,  such 
as  saquinavir,  indinavir,  ritonavir,  and  nelfinavir;  nucleoside  analog  reverse 
transcriptase  inhibitors,  such  as  d4T  and  3TC;  and  nonnucleoside  reverse  transcriptase 
inhibitors,  such  as  nevirapine  and  delavirdine,  including  the  impact  of  these  agents  on 
viral  load  and  on  clinical  outcomes.  To  further  understand  HIV  pathogenesis,  small 
clinical  studies  have  been  conducted  using  potent  new  combinations  of  agents  to 
explore  the  viral  cycle,  viral  turnover,  and  CD4  turnover,  and  to  investigate  the 
development  of  mutations  predictive  of  resistance. 

Accomplishments  in  combating  HTV-associated  opportunistic  infections  (OIs) 
include  demonstrating  the  efficacy  of  TMP-SMX,  atovaquone,  dapsone,  and 
aerosolized  pentamidine  for  prevention  of  Pneumocystis  carinii  pneumonia  (PCP)  in 
patients  intolerant  of  TMP-SMX;  TMP-SMX  for  prophylaxis  of  recurrent  PCP; 
aerosolized  pentamidine  for  prophylaxis  and  treatment  of  PCP;  fluconazole  for  the 
treatment  of  cryptococcal  meningitis  and  prevention  of  fungal  infections;  foscarnet  for 
the  treatment  of  CMV  retinitis;  IV  gamma  globulin  for  reducing  OIs  in  HIV-infected 
children;  the  combination  of  pyrimethamine  and  clindamycin  for  toxoplasmic 
encephalitis;  and  itraconazole  for  disseminated  histoplasmosis. 

A  recently  completed  clinical  trial  sponsored  by  the  NIH  with  the  Centers  for 
Disease  Control  and  Prevention  (CDC)  and  Pan-American  Health  Organization 
(PAHO)  in  the  United  States,  Mexico,  Brazil,  and  Haiti  has  demonstrated  the  safety 
and  efficacy  of  a  2-month,  two-drug  therapeutic  regimen  for  the  prevention  of 
tuberculosis  (TB)  compared  to  the  existing 
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12-month  standard  treatment.  This  study  validates  a  less-costly  and  easier-to-adhere- 
to  drug  regimen  that  may  have  global  impact  on  the  worldwide  epidemic  of  TB  in 
HIV-infected  and  uninfected  individuals  in  developing  and  developed  nations. 

In  1994,  the  NIH-sponsored  clinical  trial  ACTG  076  demonstrated  that  AZT 
administered  during  gestation  and  labor  and  to  the  infant  after  birth  reduces  the  rate  of 
perinatal  HTV  transmission  by  nearly  70  percent.  There  are  encouraging  data  now 
available  in  studies  from  multiple  geographic  areas  in  the  U.S.  as  well  as  in  Europe 
that  indicate  when  the  ACTG  076  AZT  regimen  is  incorporated  into  routine  clinical 
practice  outside  of  a  clinical  trials  setting,  overall  perinatal  transmission  rates  show 
similar  declines. 

Data  from  ACTG  076  indicate  that  lowering  of  maternal  viral  load  (as 
measured  by  HTV  RNA  levels)  accounted  for  only  a  portion  of  the  observed  efficacy 
of  the  ACTG  076  AZT  regimen.  These  data  imply  that  an  important  component  of 
protection  may  be  pre-  and  post-exposure  prophylaxis  of  the  infant.  Further 
evaluation  of  the  scientific  basis  why  some  infants  become  infected  in  spite  of  AZT 
treatment  is  ongoing. 

It  is  estimated  that  approximately  14,000  HIV-infected  children  were  alive  in 
the  U.S.  as  of  1996.  Even  with  100  percent  implementation  and  full  efficacy  of  the 
ACTG  076  AZT  regimen,  over  500  newly  infected  infants  are  expected  to  be  born  in 
the  United  States  annually.  New  antiretroviral  and  OI  therapies  will  need  evaluation  in 
these  infected  children,  particularly  regarding  the  pharmacokinetics,  toxicity  and 
response  profiles  which  vary  by  age  due  to  organ  immaturity  and  ongoing 
development. 

In  pediatrics,  growth  failure  and  neurodevelopmental  problems  are  the  most 
common  manifestations  of  HIV  disease,  and  disease  progression  typically  occurs  more 
rapidly  in  infected  children  than  adults.  New  data  indicate,  in  contrast  to  what  is 
observed  following  primary  infection  in  adults,  that  high  HTV-RNA  plasma  levels 
persist  in  perinatally-infected  children,  declining  very  slowly  over  the  first  two  years  of 
life.  The  virologic  response  of  children  to  combination  therapy  may  be  less  than  that 
observed  in  adults,  indicating  that  earlier  use  of  more  potent  drug  combinations  in 
infants  may  be  required. 

Because  administration  of  therapeutic  agents  occurs  during  periods  of  organ 
system  development  in  the  growing  child,  an  important  component  of  therapeutic 
research  in  pediatrics  is  the  long-term  follow-up  of  children  for  possible  late  occurring 
adverse  outcomes. 

An  important  DHHS  priority  is  the  development  of  simpler  and  less  expensive 
interventions  for  interrupting  vertical  transmission,  which  will  facilitate  treatment  in 
the  U.S.  and  the  developing  world,  where  proportionately  the  larger  share  of  HIV 
infection  in  women  and  children  occurs.  The  CDC  in  collaboration  with  the  Ministry 
of  Public  Health  of  Thailand  recently  completed  a  study  that  demonstrated  the  safety 
and  efficacy  of  a  short-course  therapeutic  regimen  of  AZT  that  reduced  mother-to- 
infant  transmission  of  HIV  by  approximately  5 1  percent.  This  regimen  provides  AZT 
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briefly  to  the  mother  during  the  last  stages  of  pregnancy  and  delivery,  utilizes  an  oral 
dose,  and  does  not  require  the  drug  to  be  administered  to  the  infants  after  birth.  This 
less  expensive  and  less  time-consuming  drug  regimen  therefore  is  more  viable  than  the 
ACTG  076  treatment  regimen  for  use  in  developing  countries  where  health  care 
services  and  resources  are  limited,  but  in  which  over  90%  of  HIV  infections  occur. 

It  is  important  that  the  participation  of  specific  populations  in  NIH-funded 
clinical  trials  reflect  the  changing  demographics  of  HIV  infection  and  AIDS,  including 
women,  children,  adolescents,  minorities,  intravenous  drug  users  (IDUs),  drug 
abusers,  the  urban  poor,  and  individuals  residing  in  rural  areas.  Recruitment  and 
enrollment  of  these  underrepresented  populations  is  a  high  priority  in  NIH-sponsored 
clinical  studies.  Whenever  possible,  interagency  collaboration  is  fostered  to  enhance 
participation  of  these  populations,  including  provision  of  ancillary  services.  NTH  has 
published  and  implemented  new  and  strengthened  guidelines  for  the  including  women 
and  minorities  in  all  of  the  clinical  trials  it  supports. 

The  NIH-supported  clinical  trials  programs  strive  to  ensure  that  a  sufficient 
proportion  of  minority  participants  are  enrolled  in  clinical  trials  so  that  the  results  of 
the  research  may  be  generalizable  to  the  affected  HIV  population  at  large.  NTH  works 
with  these  networks  to  identify  the  need  for  and/or  assist  in  developing  culturally- 
sensitive  educational  materials,  identify  real  or  potential  barriers  to  recruitment  and 
retention  in  clinical  research  for  these  groups,  and  identify  mechanisms  to  overcome 
these  barriers. 

The  demographics  of  NIH-sponsored  pediatric  clinical  trials  demonstrate  that 
the  majority  of  study  participants  are  from  minority  populations.  The  NIAID/NICHD 
funded  collaborative  Pediatric  AIDS  Clinical  Trials  Groups  (PACTG)  enables  the 
flexibility  to  adjust  the  location  of  trials  sites  to  accommodate  the  changing 
epidemiology  of  HTV  infection  in  women  and  children  along  with  the  establishment  of 
advanced  technology  sites  for  investigators  of  pathogenesis  in  the  context  of  clinical 
trials. 

In  addition,  the  ACTG  supports  the  AIDS  Clinical  Trials  Infrastructures  in 
Minority  Institutions  to  enhance  HIV  clinical  research  performed  at  minority 
institutions.  Four  institutions,  located  at  Howard  University  (Washington,  D.C.), 
Meharry  Medical  College  (Nashville,  TN),  the  University  of  Puerto  Rico  (San  Juan), 
and  the  University  of  Hawaii  (Honolulu),  received  4-year  awards  as  adult  ACTUs. 
This  program  increases  the  number  of  minority  staff  involved  in  ACTG  research  and 
the  enrollment  of  minority  participants  in  these  studies. 

Mr.  Stokes:  During  last  year's  hearing,  I  asked  you~in  your  professional 
judgement,  if  have  we  invested  enough  funds  in  formative  research  including  surveys 
and  focus  groups  for  the  Department  to  actually  develop  effective  prevention 
messages  for  communities  of  color.  At  that  time  you  replied  —no,  more  needs  to  be 
done?  How  is  the  FY  1999  budget  proposing  to  address  this  need? 
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Secretary  Shalala:  To  date,  current  surveys  and  key  indicators  show  that  our 
Nation's  health  has  greatly  improved.  Yet  many  minorities  are  still  dying  prematurely 
or  suffering  unnecessarily  from  preventable  disease,  injury  and  disability.  As  a  result, 
in  FY  1999  the  President's  budget  proposes  a  new  initiative  with  very  specific  target 
goals  to  eliminate  disparities  and  improve  health  in  minority  communities.  This 
initiative  builds  on  what  we  are  already  doing  in  many  programs  that  address  the 
disproportionate  health  impact  in  minority  communities  and  examines  our  current 
programs  to  see  if  they  are  working,  how  they  can  be  more  effective  in  reaching  these 
communities,  and  how  we  can  better  coordinate  our  ongoing  efforts.  The  initiative 
also  requires  improved  collection  and  use  of  standardized  local  and  national  data  to 
correctly  identify  all  high  risk  populations,  determine  priorities,  and  monitor  the 
effectiveness  of  health  interventions  targeting  these  groups.  Research  will  also  be 
conducted  and  interventions  tested  to  devise  innovative  new  ways  to  improve  minority 
health  status.  We  have  been  successful  in  reaching  target  minority  populations  with 
many  of  its  programs.  However,  there  remain  some  areas  that  present  very  different 
and  difficult  challenges  and  require  new  and  different  strategies  for  reaching  very 
diverse  populations. 

HEAD  START 

Mr.  Stokes:  With  regard  to  Head  Start,  to  what  extent  are  we  addressing  the 
need  for  full-day/full-year  child  care  services  through  partnerships  with  local  child  are 
centers  and  family  child  care  homes? 

Secretary  Shalala:  The  Head  Start  program  has  made  a  commitment  to 
encourage  innovative  partnerships  with  child  care  agencies  to  help  meet  the  growing 
needs  of  low-income  families  for  full-day/full-year  care.  In  FY  1997,  current  grantees 
that  proposed  to  serve  additional  children  through  partnerships  with  existing  child  care 
agencies  or  other  funding  sources  received  priority  for  the  additional  money  that  was 
available  for  expansion.  Of  the  39,000  additional  children  that  were  funded  through 
expansion,  over  80  percent  or  approximately  32,000  children  will  receive  full  day 
services.  Most  of  these  children  will  be  served  through  a  range  of  partnerships  with 
existing  child  care  agencies  and  family  child  care  providers,  combining  Head  Start 
funding  with  other  resources  to  enable  a  greater  number  of  children  to  participate  in 
and  benefit  from  Head  Start's  high  quality,  comprehensive  services.  These 
partnerships  enhance  the  natural  strengths  of  Head  Start  and  child  care  programs  and 
meet  the  needs  of  young  children  and  their  parents. 

DIABETES 

Mr.  Stokes:  As  you  have  indicated,  diabetes  is  one  of  the  most  serious  health 
problems  facing  the  Nation.  Approximately  16  million  people  suffer  from  this  life 
threatening  disease.  According  to  your  opening  statement,  between  1980  and  1994, 
the  number  of  African  Americans  with  diabetes  rose  33  percent,  3  times  the  rate  of 
increase  for  all  other  Americans.  What  does  the  FY  1999  budget  request  do  to  really 
address  the  prevention  and  control  needs  with  regard  to  diabetes?  Please  be  as 
specific  as  possible,  and  also  elaborate  on  your  response  for  the  record. 
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Secretary  Shalala:  This  budget  includes  $16.8  billion  from  multiple  agencies 
which  are  focused  on  diabetes  research,  education,  prevention  and  treatment  activities. 
This  year  Medicaid  and  Medicare  are  providing  coverage  for  diabetes  outpatient  self- 
management  training  as  well  as  coverage  for  blood  glucose  monitoring  and  testing 
strips  for  all  diabetics.  The  CDC's  National  Diabetes  Control  Program  emphasizes 
prevention  and  appropriate  treatment  for  all  people  with  diabetes  in  order  to  prevent 
or  reduce  the  disabling  and  costly  complication  of  this  disease.  The  program  will 
continue  to  support  all  50  States  to  expand  core  and  strengthen  comprehensive 
diabetes  programs.  CDC  funds  will  also  be  devoted  to  addressing  the  epidemic  of 
diabetes  in  minority  populations  as  part  of  the  President's  Initiative  to  reduce  health 
disparities  among  racial  and  ethnic  minorities.  CDC  will  work  closely  with  its 
partners,  particularly  through  the  National  Diabetes  Education  Program,  to  develop 
special  educational  messages,  materials,  and  community-based  programs  targeted  for 
persons  in  racial  and  ethnic  minorities.  Finally,  the  Balanced  Budget  Act  has  included 
$30  million  annually  for  the  Indian  Health  Service  which  will  be  used  to  supplement 
services  that  are  devoted  to  prevention  of  the  most  serious  consequences  of  diabetes  — 
amputation,  blindness,  organ  failure  ~  through  aggressive  disease  management. 

TOBACCO 

Mr.  Stokes:  You  indicated  that  the  President  has  called  for  tobacco  legislation 
that  will  raise  the  price  of  cigarettes  by  up  to  $1.50  per  pack  over  ten  years  and  curtail 
tobacco  use  among  youth.  In  your  professional  judgement,  what  opportunity  does 
the  tobacco  settlement  offer  to  help  to  significantly  close  the  disparity  in  minority 
health,  explain?  Please  elaborate  on  your  response  for  the  record. 

Secretary  Shalala:  The  Department  will  soon  be  releasing  the  Surgeon 
General's  Report,  Tobacco  Use  Among  U.S.  Ethnic  Groups,  which  will  help  make 
clear  the  serious  impact  smoking  has  on  minority  health.  American  Indians/ Alaska 
Natives  and  African  Americans  have  the  highest  adult  smoking  rates.  Tobacco 
legislation  will  reduce  overall  smoking  rates  in  two  ways.  First,  the  coordinated  effort 
to  reduce  youth  smoking  will,  as  today's  teenagers  become  adults,  significantly  reduce 
adult  smoking  rates.  Second,  price  increases  will  immediately  reduce  adult  smoking 
rates,  though  not  by  as  much  as  they  reduce  youth  smoking  rates.  A  combination  of 
price  increases,  access  and  marketing  restrictions,  and  prevention  programs  should 
reduce  youth  smoking  rates  by  42%  by  2003.  These  smoking  reductions,  over  the 
long  term,  will  significantly  reduce  the  incidence  of  cardiovascular,  lung  cancer,  and 
certain  other  cancers  that  disproportionately  affect  minority  groups. 

The  budget  also  proposes  to  use  tobacco  receipts  to  significantly  expand 
medical,  prevention,  and  health  services  research.  This  added  research  ~  especially 
prevention  research  -  will  provide  new  tools  to  carry  out  our  commitment  to  reduce 
and  eliminate  health  disparities. 
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HEALTH  PROFESSIONS  PIPELINE 

Mr.  Stokes:  Several  of  the  health  professions  training  programs  at  the  Health 
Resources  and  Services  Administration  are  focused  on  increasing  the  number  of 
minorities  in  the  health  professions.  As  a  counterbalance  to  some  of  the  negative 
reviews  that  have  occurred,  should  this  Committee  be  boosting  support  for  minority 
health  professions  training? 

Secretary  Shalala:  The  health  professions  programs  are  an  essential  piece  in 
solving  the  problem  of  geographic  and  racial  mal-distribution  of  health  professionals. 
Over  the  past  5  years  $439  million  has  been  devoted  towards  minority  health 
professions  programs.  Recent  studies  have  shown  that  minority  health  care  providers 
are  more  likely  to  locate  in  under-served  communities  to  provide  health  services  to  the 
most  needy  populations.  Data  collected  in  1987  and  1991  found  that  minority 
physicians  are  much  more  likely  to  serve  minority,  poor,  and  Medicaid  populations. 

Some  of  the  health  professions  programs  which  target  minorities  and 
disadvantaged  students  include  the  Centers  of  Excellence  program  which  supports 
annually  over  4,000  under  represented  minority  health  professions  students  in  schools 
of  medicine,  dentistry,  and  pharmacy.  The  Health  Careers  Opportunity  Program 
(HCOP)  increases  the  number  and  improves  the  academic  preparation  of  individuals 
from  disadvantaged  backgrounds  to  enter  health  and  allied  health  professions  careers. 
Medical  schools  participating  in  HCOP  have  accepted  under-represented  applicants  at 
a  rate  over  20  percent  higher  than  the  national  average  over  the  past  five  years. 

In  addition,  the  health  professions  and  nursing  student  assistance  programs 
support  annually  an  estimated  9,000  under-represented  minority  students  with 
scholarships  and  low-cost  loans.  This  includes  scholarships  through  Exceptional 
Financial  Need  Scholarships,  Financial  Assistance  for  Disadvantaged  Health 
Professions  Students  and  Scholarships  for  Disadvantaged  Students  Programs.  This 
also  includes  revolving  loan  funds  through  Health  Professions  Student  Loans,  Loans 
for  Disadvantaged  Students,  Nursing  Student  Loans,  and  Primary  Care  Loans 
Programs.  The  disciplines  covered  by  these  programs  include  allopathic  and 
osteopathic  medicine,  dentistry,  veterinary  medicine,  optometry,  podiatry,  pharmacy, 
nursing,  public  health,  allied  health  and  clinical  psychology.  Without  this  assistance, 
these  students  would  have  been  forced  to  obtain  market-rate  loans  to  pay  for  their 
educational  costs,  making  it  potentially  more  difficult  to  attract  them  to  a  health 
professions  or  nursing  course  of  study. 

BIOETHICS 

Mr.  Stokes:  As  you  will  vividly  recall,  last  year,  the  President  issued  a  national 
apology  with  respect  to  the  Tuskegee  Syphilis  Study,  and  committed  to  investments  in 
Bioethics  initiatives  to  help  make  sure  that  this  negative  chapter  in  biomedical  research 
never  repeats  itself.  I  applauded  the  President  for  taking  this  critical  action.  I  am 
proud  to  have  played  a  lead  role  in  helping  to  make  the  apology  a  reality  for  the 
victims  of  the  study  and  the  African  American  community  as  a  whole.  What  specific 
investments  are  included  in  the  FY  1999  budget  request  to  further  the  Bioethics 
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initiatives  at  Tuskegee  University  —  please  be  specific  —  and,  also  elaborate  on  your 
response  for  the  record? 

Secretary  Shalala:  The  Department  is  following  up  on  the  commitment  the 
President  made  on  May  16,1997  during  the  apology  for  the  Tuskegee  Study.  Part  of 
the  commitment  was  to  establish  a  Bioethics  Center  at  Tuskegee  University.  In  FY 
1998,  the  Centers  for  Disease  Control  and  Prev  ention  (CDC)  awarded  Tuskegee 
University  a  $200,000  planning  grant  to  assist  in  the  development  of  a  comprehensive 
plan  for  the  Bioethics  Center.  HRS  A  is  granting  $4  million  to  Tuskegee  for  the» 
Center's  construction  in  FY  1998. 

In  FY  1999,  the  Department  intends  to  go  forward  with  its  commitment  to 
Bioethics  Institute  development  for  a  high  level  of  ethics  training  and  fellowships.  We 
will  be  in  continuing  discussion  with  Tuskegee  this  year  about  their  FY  1999  and 
future  funding  needs. 

The  purpose  of  the  Tuskegee  Institute  is  to: 

•  Create  and  maintain  a  public  museum  at  Tuskegee. 

•  Reflects  a  one-time  award  of  $125,000.  eflects  a  one-time  award  of  $125,000. 
Reflects  a  one-time  award  of  $125,000.  Conduct  public  education  with  schools 
and  community  organizations  and  health  professionals  regarding  the  Tuskegee 
Study  and  Bioethics. 

•  Provide  technical  assistance  and  produce  educational  materials  for  professional 
and  public  education  about  the  Tuskegee  Study  and  social  and  ethical  issues. 

•  Develop  a  partnership  with  a  medical  and  public  health  school  to  train  students 
in  ethics. 

LEAD  POISONING 

Mr.  Stokes:  As  you  know  childhood  lead  poisoning  is  a  serious  problem  in 
many  urban  areas  of  the  country.  I  understand  that,  in  light  of  CDC's  newly  revised 
lead  screening  guidelines,  the  Health  Care  Financing  is  in  the  process  of  revising  its 
Medicaid  manual  with  respect  to  childhood  lead  screening.  In  addition,  the 
Department  announced  in  September  that  the  FDA  had  approved  a  new  hand-held  lead 
screening  device  for  use  in  underserved  communities.  Would  you  expand  on  these 
activities  within  the  Department  in  an  effort  to  increase  childhood  lead  poisoning 
screening  rates? 

Secretary  Shalala:  All  children  are  susceptible  to  lead  poisoning,  but  some 
groups  of  children  are  at  higher  risk  than  others.  These  children  tend  to  be  poor  and 
are  over-represented  among  some  racial  ethnic  groups  ~  especially  black  and  Hispanic 
children,  who  live  in  older  inner  city  housing  are  at  high  risk  for  having  elevated  blood 
lead  levels.  For  example,  22  percent  of  black  children  who  live  in  older  housing  have 
elevated  blood  lead  levels  as  compared  with  4.4  percent  of  all  children. 
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CDC  is  working  to  prevent  lead  poisoning  and  increase  screening  rates  through 
a  variety  of  efforts  through  the  national  childhood  lead  poisoning  prevention  program. 
Further,  CDC  continues  to  sponsor  a  vigorous  campaign  to  identify  and  screen  high 
risk  children  and  provide  follow-up  care  for  those  with  elevated  blood  lead  levels.  The 
majority  of  CDC's  funding  is  for  grants  to  States  and  locales  with  large  populations  of 
children  at  high  risk  for  lead  poisoning,  especially  inner  city  children.  These  grants  are 
used  to  implement  and  improve  prevention  programs  to  assure  that  high  risk  children 
are  screened  and  receive  appropriate  and  timely  follow-up  services.  These  programs 
also  identify  the  sources  of  lead  exposure,  monitor  medical  and  environmental 
management,  and  provide  information  to  the  public  on  childhood  lead  poisoning  and 
its  prevention. 

Efforts  are  also  underway  to  develop  a  national  surveillance  system  to  improve 
the  targeting  of  the  highest  risk  children.  As  you  have  noted,  CDC  has  recently 
revised  its  screening  guidance  to  State  and  local  public  health  officials.  This  will  result 
in  better  targeting  of  screening  efforts  and  will  help  health  departments  improve  their 
decision  making  about  screening,  expand  screening  and  follow  up  care  for  children 
who  need  services,  and  diminish  the  screening  of  children  who  are  not  exposed  to  lead. 
CDC's  FY  1999  budget  request  for  lead  poisoning  is  $38.2  million,  to  maintain  the  FY 
1998  support  level  for  the  initiative.  With  these  funds  CDC  will  continue  to  provide 
funding  to  41  States,  cities  and  counties  for  primary  prevention.  The  majority  of  these 
funds  are  targeted  to  activities  in  urban  communities,  especially  in  the  inner  city. 
These  programs  ensure  that  screening,  lead-hazard  abatement,  new  legislation,  and 
other  prevention  mechanisms  occur  throughout  the  country. 

HCFA  will  be  revising  the  Medicaid  EPSDT  requirements  to  conform  with 
CDC's  new  guidelines  on  lead  poisoning  screening.  We  are  aware  and  concerned 
about  high  risk  children,  such  as  Medicaid  children,  and  the  need  to  identify  lead 
poisoning.  HCFA's  guidance  will  continue  to  require  States  to  screen  for  lead 
poisoning  under  the  EPSDT  component  of  Medicaid. 

Mr.  Stokes:  Are  testing  requirements  under  the  Clinical  Laboratory 
Improvement  Act  a  barrier  to  screening  some  in  States,  explain? 

Secretary  Shalala:  In  most  cases,  the  Clinical  Laboratory  Improvement  Act 
(CLIA)  requirements  should  not  be  a  barrier  for  blood  lead  screening  efforts  for 
States.  In  many  cases,  blood  samples  for  lead  screening  are  routinely  sent  to 
laboratories  across  state  lines  for  testing.  Therefore,  if  any  State  lacks  the 
infrastructure  or  facilities  for  blood  lead  testing,  the  specimens  can  be  sent  to  a  CLIA 
approved  laboratory  in  another  State. 

A  new  and  innovative  type  of  instrument  was  cleared  last  year  by  the  FDA  for 
blood  lead  testing  and  is  classified  by  CLIA  in  the  "moderately  complex"  category. 
Most  physician  office  laboratories  generally  perform  tests  that  are  in  the  less  complex 
CLIA  "waived"  category.  The  "moderately  complex"  status  reduces  the  likelihood 
that  the  device  will  be  used  in  physician  office  laboratories,  which  would  provide  faster 
test  results  and  quicker  follow-up. 
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RACE  INITIATIVE 

Mr.  Stokes:  I  am  pleased  that  as  part  of  its  race  initiative  the  Administration 
has  included  new  funding  in  its  FY  1999  budget  for  programs  that  focus  on  the  health 
disparities  among  minority  populations.  Can  you  provide  us  with  some  detail  on  these 
programs  and  outline  what  role  the  Office  of  Minority  Health  and  the  Office  of 
Research  on  Minority  will  play  in  this  important  undertaking? 

Secretary  Shalala:  The  programs  that  are  included  as  part  of  the  President's 
Initiative  to  address  these  disparities  will  both  develop  new  approaches  and  build  on 
existing  successes.  A  new  program  will  provide  grants  to  up  to  30  communities  to 
devise  innovative  new  strategies  to  improve  minority  health  status.  Other  programs 
include  an  additional  investment  in  community  health  centers  which  serve  historically 
under-served  populations  as  well  as  new  investments  in  prostate  cancer  screening 
education,  diabetes  outreach  and  education,  breast  and  cervical  cancer  screening  for 
Native  Americans,  heart  disease  awareness  programs,  and  HIV  prevention. 

In  addition  to  these  new  initiatives,  the  Department  is  undertaking  a  far 
reaching  review  of  current  programs  in  research,  prevention  and  treatment  to 
determine  whether  or  not  they  are  working  as  effectively  as  they  might  to  eliminate 
disparities.  We  will  work  closely  with  individuals  and  organizations  knowledgeable 
about  minority  health  issues  to  assist  us  in  this  review. 

The  Office  of  Minority  Health  (OMH)  has  been  closely  involved  in  the 
development  of  this  initiative,  and  will  continue  to  play  an  important  role  in  the  next 
phases,  including  the  outreach  to  minority  communities  and  the  assessment  of  potential 
strategies  in  the  six  areas.  The  overall  effort  of  the  Department  will  be  lead  by  the 
Surgeon  General,  Dr.  David  Satcher  and  the  Assistant  Secretary  for  Planning  and 
Evaluation,  Dr.  Margaret  Hamburg.  OMH  reports  to  the  Surgeon  General  and 
Assistant  Secretary  for  Health,  and  will  provide  advice  and  support  to  him  in  this  area. 

PULMONARY  HEMORRHAGE 

Mr.  Stokes:  As  you  are  aware,  the  outbreak  of  pulmonary  hemorrhage  in 
infants  continues,  and  is  clustered  in  my  Congressional  district.  Over  the  past  five 
years,  there  have  been  38  cases  diagnosed  in  the  Cleveland  area,  including  14  deaths. 
Nationally,  there  have  been  122  cases  of  unexplained  massive  pulmonary  hemorrhage 
in  infants.  The  CDC  has  linked  the  Cleveland  cases  to  a  toxic  mold,  stachybotrys,  in 
infants'  homes.  To  what  extent  is  the  Department  having  the  CDC  and  the  NIEHS  to 
focus  attention  on  addressing  this  problem? 

Secretary  Shalala:  Based  on  data  derived  from  the  Cleveland  investigation 
CDC  supports  Cuyahoga  County's  intervention  efforts  directed  at  cleanup  and 
removal  of  excess  mold  in  the  homes  of  potentially  affected  children.  In  addition, 
CDC  and  NIEHS  are  co-funding  a  study  in  Cleveland  to  explore  the  relationship 
between  pulmonary  hemorrhage  (hemosiderosis)  and  Sudden  Infant  Death  Syndrome 
(SIDS)  specifically  to  determine  if  home  environment  (fungal  exposure)  conditions  are 
similar  for  the  two  conditions. 
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Mr.  Stokes:  What  assistance  can  they  be  expected  to  provide  to  the  high-risk 

areas? 

Secretary  Shalala:  At  the  national  level,  CDC  is  in  the  process  of  convening  a 
panel  of  scientists  to  review  the  status  of  the  national  surveillance  efforts,  to  date,  and 
to  review  the  findings  and  conclusions  from  the  investigations  of  the  Cleveland  and 
Chicago  clusters.  The  panel  will  recommend  future  direction  of  this  investigation  and 
specific  CDC  activities  based  on  its  review.  Efforts  are  already  underway  and  funding 
has  been  identified  to  conduct  more  active  solicitation  of  cases,  nationwide.  CDC  is 
ready  to  respond  if  additional  clusters  are  identified. 

Mr.  Stokes:  Do  you  know  why  a  third  of  the  cases  of  pulmonary  hemorrhage 
in  infants  have  occurred  in  the  Cleveland  area,  and  half  of  the  total  number  of  cases  are 
clustered  around  the  Great  Lakes  area? 

Secretary  Shalala:  At  present  we  do  not  have  a  definitive  explanation  for  the 
apparent  concentration  of  cases  in  the  Cleveland  are  and  the  Great  Lakes  region.  The 
leading  hypothesis  for  the  etiology  of  the  syndrome  in  infants,  based  on  the  Cleveland 
investigation  in  1995  suggests  that  growth  of  a  toxin-producing  fungus  associated  with 
flooding  and  household  water  damage  may  be  responsible.  However,  it  is  puzzling 
that  small  clusters  have  not  been  reported  in  other  regions  that  have  experienced 
significant  flooding  or  where  water  damage  is  common.  More  intensive  case  finding 
activity  may  explain  some  of  the  increased  concentration  in  the  Cleveland  area  and 
Great  Lakes  areas,  related  to  differences  in  application  of  case  criteria.  It  is  also 
possible  that  other  etiologic  factors  are  responsible.  For  example,  the  cluster  of  similar 
cases  in  Chicago  could  not  be  attributed  to  water  damage  or  the  mold  implicated  in  the 
Cleveland  outbreak.  We  recognize  that  national  surveillance  efforts  must  be 
reassessed  and  that  important  epidemiologic  questions  remain  unanswered.  We  are 
increasing  our  efforts  and  resources  to  devote  to  this  issue. 

TOBACCO  AND  MINORITY  HEALTH 

Mr.  Stokes:  Recognizing  your  concern  for  the  impact  of  tobacco  marketing  in 
vulnerable  communities,  to  what  extent  have  agencies  of  the  DHHS  distributed  within 
those  communities,  resources  to  counteract  that  impact? 

Secretary  Shalala:  The  Centers  for  Disease  Control  and  Prevention  (CDC), 
through  its  Media  Campaign  Resource  Center,  develops  and  distributes  high-quality 
materials  to  help  States  promote  a  smoke-free  climate.  Many  of  these  media  related 
materials  are  targeted  to  vulnerable  populations.  They  include  brochures,  magazines, 
videos,  fact  sheets,  and  news  articles.  CDC's  Media  Campaign  Resource  Center  also 
provides  information  on  how  to  work  with  various  media  outlets,  how  to  promote 
counter-advertising,  and  how  to  place  information  with  the  media. 

Currently,  CDC  distributes  information  and  develops  and  conducts  health 
communication  campaigns  for  high-risk  populations  such  as  youth,  minorities,  and 
women.  CDC  is  also  working  with  a  panel  of  advertising,  marketing,  and  consumer 
research  experts  to  develop  a  strategic  and  operational  plan  for  a  national  counter- 
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advertising  campaign  focused  on  young  people  ages  12  to  15,  those  years  at  greatest 
risk  for  experimentation  with  tobacco.  The  panel  is  being  convened  through  the 
Columbia  University  Prevention  Center  and  is  coordinating  its  work  with  CDC's 
Tobacco  Control  Network,  a  consortium  of  13  Prevention  Centers  that  are  conducting 
qualitative  research  with  young  people  on  the  issue  of  tobacco  use  and  prevention, 
including  teen  reactions  to  tobacco  counter-advertisements.  CDC  also  continues  to 
provide  intensive  technical  assistance  to  States  and  localities  that  are  planning  counter- 
advertising  campaigns,  especially  to  States  with  mass  media  campaigns  financed  by 
excise  tax  increases  and  tobacco  settlement  funds.  Where  it  identifies  gaps  in  current 
counter-advertising  materials  or  new  opportunities  at  the  national  level  (e.g., 
campaigns  featuring  the  music  group  Boyz  II  Men  and  super  model  Christy 
Turlington),  CDC  is  developing  new  materials  or  partnering  with  States  and  other 
organizations  on  production.  To  ensure  that  advertisements  are  as  effective  as 
possible  with  teens,  CDC  also  is  developing  a  standardized  pretesting  system  to  obtain 
quantitative  data  on  audience  reaction  and  recall. 

With  the  fiscal  year  1998  increase  in  tobacco  funds,  CDC  will  implement  a 
national  program  that  provides  32  States  and  the  District  of  Columbia  with  sufficient 
funding  to  implement  multifaceted  tobacco  prevention  and  control  programs.  The 
programs  will  focus  on  youth  and  the  effect  that  tobacco  use  has  on  health.  CDC  will 
assist  States  in  developing  their  ability  to  promote  nonsmoking  as  the  norm  through 
widespread  policy  changes  and  media  messages,  prevent  the  development  of  nicotine 
dependence  in  youth,  increase  smoking  cessation  activities,  and  protect  nonsmokers 
from  environmental  tobacco  smoke.  Specific  programmatic  activities  at  the  State  level 
will  include  expanded  partnerships  between  State  and  local  agencies  and  State-based 
counter  advertising  campaigns. 

The  Food  and  Drug  Administration  (FDA)  also  develops  and  distributes 
materials  promoting  a  smoke-free  environment  to  vulnerable  populations.  The  FDA 
has  taken  steps  to  communicate  information  about  the  new  tobacco  rule  to  key 
populations.  This  includes  translating  mailings  and  fact  sheets  into  four  languages, 
Chinese,  Vietnamese,  Korean,  and  Spanish.  The  FDA  has  also  printed  thousands  of 
brochures  and  posters  in  Spanish  and  distributed  them  to  leading  Hispanic 
organizations  and  Spanish-speaking  individuals  requesting  materials.  The  FDA  also 
exhibited  at  major  conferences  sponsored  by  major  Hispanic  and  Asian  organizations, 
and  mailed  free  posters  in  Spanish  and  English  to  retailers  in  States  that  contract  with 
the  FDA  to  conduct  compliance  checks. 

Mr.  Stokes:  Please  provide  for  the  record  current  data,  compiled  or  being 
compiled  by  the  Office  of  the  Surgeon  General  and  others  at  HHS,  regarding  the 
status  of  minority  health  as  it  relates  to  tobacco  use,  including  data  on  mortality, 
morbidity  and  patterns  of  use? 

Secretary  Shalala:  The  Department  will  soon  be  releasing  The  Surgeon 
General's  Report,  Tobacco  Use  Among  U.S.  Ethnic  Groups.  This  will  provide 
detailed  information  on  patterns  of  tobacco  use  among  minority  groups,  and  its  effects 
on  their  health. 
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Overall,  based  on  1994-1995  data  from  the  National  Health  Interview  Survey 
for  adults,  American  Indians/Alaska  Natives  have  the  highest  rate  of  smoking  at  39.2% 
followed  by  African  Americans  (26.5%),  Whites  (25.9%),  Hispanics  (18.9%),  and 
Asian  Americans/Pacific  Islanders  (15.3%).  Cigarette  smoking  remains  a  major  cause 
of  premature  disability  and  death  in  members  of  all  minority  groups.  Tobacco  use  is 
responsible  for  nearly  one-third  of  all  cancer  deaths  and  lung  cancer  remains  the 
leading  cancer  killer  for  all  minority  groups  studied.  The  death  rate  for  lung  cancer  is 
about  27  percent  higher  for  blacks  than  for  whites  and  the  incidence  rate  for  lung 
cancer  in  black  men  is  about  50  percent  higher  than  in  white  men.  Cigarette  smoking 
is  also  one  of  the  major  modifiable  risk  factors  for  cardiovascular  disease. 
Cardiovascular  disease  is  the  leading  cause  of  death  for  all  racial  and  ethnic  groups. 
Compared  with  rates  for  whites,  coronary  heart  disease  was  40  percent  higher  for 
blacks  in  1995. 

Mr.  Stokes:  What  strategies  are  being  developed  and/or  are  under 
consideration  by  the  Office  of  the  Surgeon  General  and  others  at  HHS  to  address 
disparities  in  the  health  status  of  minorities  related  to  tobacco  use? 

Secretary  Shalala:  HHS  is  working  to  develop  scientifically  based  and 
culturally  competent  strategies  in  partnership  with  minority  communities.  Currently, 
HHS  funds  a  nationwide  network  of  Prevention  Research  Centers  which  are  engaged 
in  research  on  tobacco  issues  among  minority  communities.  In  1999,  the  CDC 
proposes  to  direct  a  total  of  $5 1  million  to  fund  State  tobacco  control  programs 
including  training  and  programmatic  support  for  school-based  smoking  cessation 
programs;  national  surveillance  activities,  and  State  prevention  and  control  plans  to 
protect  nonsmokers  from  exposure  to  environmental  tobacco  smoke.  The  Indian 
Health  Service  also  addresses  tobacco  use  through  service  delivery  (e.g.,  cessation) 
and  policy  efforts  (e.g.,  environmental  tobacco  smoke  and  youth  access).  The  Health 
Resources  and  Services  Administration  maintains  a  medical  care  delivery  system  which 
provides  treatment  of  nicotine  addiction  and  provider  training  programs  that  reach 
numerous  minority  communities.  AHCPR  also  publishes  and  disseminates  patient 
smoking  cessation  guidelines  in  Spanish,  Tagalog,  Vietnamese,  Chinese,  and  other 
languages. 

Minority  community  participation  is  essential  to  ensure  cultural  relevance  and 
community  receptivity.  HHS,  through  the  CDC,  provides  funding  to  and  partners  with 
eight  national  non-governmental  organizations  to  provide  leadership,  technical 
assistance,  development,  and  implementation  of  tobacco  control  research  and 
programs  among  minority  populations.  Some  of  these  partners  include  the  National 
Association  of  African  Americans  for  Positive  Imagery,  the  Northwest  Portland  Area 
Indian  Health  Board,  and  the  National  Coalition  of  Hispanic  Health  and  Human 
Services. 

In  developing  future  strategies  HHS  will  involve  minority  communities  in  the 
design  of  programmatic  and  data  collection  efforts.  These  efforts  will  include 
education,  cessation,  and  community-based  programs  which  are  culturally  appropriate 
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such  as  the  translation  of  existing  materials  or  the  development  of  new  programs  based 
on  a  population's  ethnic/cultural  experience  of  tobacco.  HHS  will  soon  be  releasing 
the  Surgeon  General's  Report,  Tobacco  Use  Among  US  Ethnic  Groups. 

In  addition,  cardiovascular  disease  and  cancer  screening  and  management  have 
been  chosen  as  a  priority  area  to  focus  on  as  part  of  the  President's  Race  and  Health 
Disparities  Initiative.  The  CDC  will  fund  an  estimated  8-10  States  to  address 
cardiovascular  disease  prevention  programs  in  minority  populations. 

Mr.  Stokes:  What  authority  does  the  FDA  have  under  current  law  to  eliminate 
the  tobacco  industry's  marketing  practices  that  target  vulnerable  populations  - 
minorities,  children,  women? 

Secretary  Shalala:  Section  520(9)  of  the  Food,  Drug,  and  Cosmetic  Act 
authorizes  the  agency  to  craft  necessary  restrictions  on  the  marketing  and  promotion 
cf  tobacco  products  which,  because  of  their  potentiality  for  harmful  effect,  cannot 
otherwise  have  a  reasonable  assurance  of  safety.  FDA  used  this  authority  to  create 
advertising  restrictions  that  would  reduce  the  appeal  that  tobacco  products  have  for 
young  people,  including  young  women,  by  eliminating  the  color  and  imagery  in 
advertising  and  by  banning  certain  types  of  promotional  practices  (branded 
promotional  items  and  sponsored  events)  that  are  particularly  effective  with  young 
people.  In  its  Preamble  to  these  regulations,  the  agency  described  the  types  of 
activities  that  were  found  to  be  particularly  problematic  with  young  people,  including 
many  sponsored  events,  such  as  Virginia  Slims  (Philip  Morris)  and  the  Ebony  Fashion 
Fair  (Brown  &  Williamson)  that  appeal  to  girls  and  young  women. 

Mr.  Stokes:  What  Congressional  action  would  be  required  to  increase  the 
FDA's  effectiveness  in  eliminating  the  tobacco  industry's  targeted  marketing 
practices? 

Secretary  Shalala:  FDA's  Tobacco  Rule  focuses  primarily  on  decreasing  the 
access  to  and  the  appeal  of  tobacco  products  for  young  people.  Therefore,  FDA's 
Rule  included  stringent  restrictions  on  access  and  the  advertising  and  promotion  of 
tobacco  products.  FDA  recognized  that  for  any  program  to  be  effective  in  reducing 
young  people's  use  of  tobacco  products,  it  must  be  comprehensive  and  complete. 
FDA's  rule  attempts  to  address  as  many  of  the  various  aspects  of  the  problem  as 
possible.  In  addition,  FDA  noted,  however,  that  an  effective  program  should  include  a 
well-funded,  adequately  researched  and  tested  educational  campaign  aimed  at  young 
people.  In  addition,  price  increases  are  an  important  tool  in  decreasing  youth  tobacco 
use.  Congressional  action  in  these  areas  would  enhance  FDA's  efforts  to  reduce  youth 
tobacco  use. 

Mr.  Stokes:  What  research  has  been  conducted  by  the  results  applied  by 
agencies  of  the  DHHS  to  determine  culturally  relevant  and  appropriate  programs  for 
tobacco  control  in  minority  communities? 
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Secretary  Shalala:  CDC  currently  funds  32  States  and  the  District  of  Columbia 
to  ensure  participation  by  diverse  community  groups,  coalitions,  and  leaders  to 
strengthen  tobacco  control  initiativ  ss  nationwide.  This  program  known  as  Initiative 
to  Mobilize  for  Prevention  And  Control  of  Tobacco  use  (IMPACT),  provides 
resources  and  technical  assistance  for  tobacco  control  efforts  in  a  variety  of 
populations.  The  National  Institutes  of  Health  has  been  funding  research  programs  in 
17  States  through  the  American  Stop  Smoking  Intervention  Study  (ASSIST),  The 
1999  budget  proposes  to  take  what  has  been  learned  in  ASSIST,  State  IMPACT 
programs,  and  State-funded  tobacco  control  programs,  and  incorporate  that  into  a 
new,  nationwide  program  that  recognizes  prevention  and  reduction  of  tobacco  use  as  a 
core  public  health  function. 

In  addition,  CDC  provides  funding  and  collaborates  with  six  national  non- 
governmental organizations  to  provide  leadership,  technical  assistance,  development, 
and  implementation  of  tobacco  control  research  and  programs  among  targeted  special 
groups,  (African-Americans,  Hispanics,  Asians/Pacific  Islanders,  and  American 
Indians/Alaska  Natives),  and  other  groups,  women,  youth,  blue-collar  workers, 
persons  in  lower  educational  groups,  military  personnel,  and  males  aged  12-24  years. 
Some  collaborating  agencies  include  the  National  Organization  of  Women,  National 
Association  of  African  Americans  for  Positive  Imagery,  National  Coalition  of  Hispanic 
Health  and  Human  Services,  National  Medical  Association,  Northwest  Portland  Area 
Indian  Health  Board,  and  the  Association  of  Asian  Pacific  Community  Health 
Organizations.  CDC  also  has  provided  conference  support  to  the  National  Tobacco 
Independence  Campaign,  which  seeks  to  promote  smoking  cessation  among  African 
American  Women  and  promote  greater  involvement  of  African  American  women  in 
tobacco  control  efforts. 

CDC  funds  a  network  of  Prevention  Research  Centers  engaged  in  research  on 
prevention  and  reduction  of  tobacco  use.  An  important  finding  of  this  research  is  the 
particularly  negative  view  of  smoking  held  by  African-American  girls  and  young 
women  who  perceive  smoking  to  be  detrimental  to  their  futures.  The  findings  of  such 
research  must  be  translated  into  culturally  appropriate  prevention  interventions. 

Effective  implementation  of  these  programs  requires  cultural  awareness, 
sensitivity,  and  flexibility  in  intervention  approaches.  For  example,  among  African- 
Americans,  efforts  to  counter  targeted  advertising  and  product  promotion  have  been 
effective;  cessation  programs  are  also  a  key  activity  in  this  group.  Education  using 
inter-generational  approaches  has  been  effective  within  Hispanic  and  Latino 
communities.  Policies  which  address  environmental  tobacco  smoke  are  key  to 
protecting  Hispanic  and  Latino  youth  who  have  a  higher  prevalence  of  asthma  than  the 
general  population.  This  population  would  benefit  from  additional  data  on  the  status  of 
Hispanic  and  Latino  tobacco  use  and  tobacco-related  disease  and  death. 

Mr.  Stokes:  Does  HHS  require  health  plans  which  provide  services  to 
Medicare  and  Medicaid  beneficiaries  to  make  available  tobacco  prevention  and 
cessation  programs? 


158 


Secretary  Shalala:  No,  we  do  not  require  health  plansto  make  available 
tobacco  prevention  and  cessation  programs.  These  are  not  covered  services  in 
Medicare,  and  not  a  mandated  benefit  in  the  Medicaid  program. 

Mr.  Stokes:  What  does  HHS  do  to  promote  the  availability  of  tobacco 
prevention  and  cessation  services  through  managed  care  plans  providing  services  to 
Medicare  and  Medicaid  beneficiaries? 

Secretary  Shalala:  By  law,  the  Medicare  program  does  not  cover  most 
preventive  services.  Medicare  primarily  covers  diagnostic  services  and  treatments. 
The  exceptions  include  mammograms,  flu  shots,  diabetes  monitoring,  pap  smears,  and 
colorectal  screening.  However,  managed  care  plans  may  offer  tobacco  prevention  and 
cessation  services  as  an  optional  service. 

Mr.  Stokes:  What  impact  will  increasing  the  cost  of  cigarettes  by  $1.50  over  a 
three-year  period  have  on  the  prevalence  of  tobacco  use  in  minority  and  other 
vulnerable  populations? 

Secretary  Shalala:  Studies  have  shown  that  reducing  youth  smoking  is  the  best 
way  to  reduce  the  overall  incidence  of  smoking  in  the  future  as  90  percent  of  adult 
daily  smokers  first  begin  smoking  cigarettes  as  teenagers.  Consensus  estimates  are 
that  a  10%  cigarette  price  increase  reduces  youth  smoking  by  7%.  The  Administration 
has  set  a  target  to  reduce  youth  smoking  by  at  least  30%  over  five  years,  50%  over  7 
years,  and  60%  over  10  years.  We  believe  that  the  Administration's  proposal  to 
combine  price  increases  with  tighter  restrictions  on  youth  access  and  marketing  will 
reduce  youth  smoking  by  42%  by  2003.  It  is  important  to  combine  these  price 
increases  with  coordinated  community-based  programs,  enforcement  of  restrictions  on 
sales  to  youths,  the  elimination  of  advertising  aimed  at  youths,  and  counter- 
advertising. 

These  anticipated  reductions,  when  combined  with  the  past  decline  in  smoking 
by  African  American  youth,  should  significantly  reduce  the  smoking  rate  among 
African  Americans  as  the  population  ages.  Smoking  rates  among  African  American 
youth  have  dropped  from  37%  to  14%  over  the  last  twenty  years,  while  other  youth 
smoking  rates  have  not  declined.  Current  youth  smoking  rates  are  higher  for  other 
some  other  minority  groups.  American  Indians/ Alaskan  Natives  have  the  highest 
youth  smoking  rates~40.4%.  Hispanic  youth  smoke  less  than  white  youth  (34%, 
compared  to  38.3%). 

HOMELESS  PROGRAMS 

Mr.  Stokes:  Does  the  Department  plan  to  shoulder  more  of  the  burden  of 
funding  human  services  for  homeless  people,  so  that  more  of  the  housing  and  urban 
development  homeless  funds  can  be  invested  in  housing?  Would  you  support  a 
proposal  for  an  HHS-administered  block  grant  to  specifically  fund  services  like  case 
management  for  homeless  people? 
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Secretary  Shalala:  HHS  has  been,  and  continues  to  be,  a  leader  in  providing  funding 
for  programs,  and  services  which  serve  homeless  individuals  and  families. 
Most  HHS  funds  which  support  homeless  services  and  individuals  are  supplied 
through  large  block  grants  and  other  mainstream  programs.  These  programs,  such  as  TANF, 
Medicaid,  the  Mental  Health  Block  Grant,  the  Substance  Abuse  Block  Grant, 
and  others,  are  targeted  toward  low-income  Americans,  and  those  with  special  needs.  While 
these  programs  are  largely  administered  at  the  State  level,  we  believe  there  are  untapped 
opportunities  for  homeless  assistance  providers  and  clients  to  access  many  of  these 
resources.  The  FY  1998  total  for  these  mainstream  programs  alone  is  over  $15  billion,  and 
over  $1 16  billion  if  Medicaid  is  included. 

HHS  also  has  a  number  of  programs  targeted  at  homeless  persons,  and  those  at  risk, 
which  conduct  outreach  and  provide  health,  mental  health,  and  other  services, 
and  in  some  cases  shelter  or  housing  assistance.  These  include  Health  Care  for  the 
Homeless,  Projects  for  Assistance  in  the  Transition  from  Homelessness  (PATH),  Runaway 
and  Homeless  Youth  Programs  and  others.  The  FY  1998  total  for  HHS  programs  targeted  to 
homelessness  is  $196  million.  The  Medicaid  program  estimates 
it  will  spend  an  additional  $205  million  on  medical  care  for  homeless  persons  in 
FY  1998. 

Instead  of  creating  a  new  homeless  services  block  grant,  we  feel  that  more  can 
be  done  by  increasing  access  of  homeless  persons  to  mainstream  programs. 
Ultimately,  we  believe  that  our  shared  goal  of  reducing  homelessness  will  be  achieved  only 
through  our  mainstream  programs.  This  approach  is  confirmed  by  a  Government 
Accounting  Office  Report  from  1994  which  States: 

"The  experts  wanted  the  federal  government  to  continue  funding  McKinney  Act 
programs  to  help  them  fill  service  gaps...  however,  the  experts  also  said  that  McKinney 
act  programs  should  not  be  expected  to  make  up  for  shortcomings  in  mainstream 
assistance  programs.  In  their  view,  the  mainstream  programs  should 
be  expanded  to  serve  all  who  are  in  need,  made  more  accessible  to  the  homeless..." 

Over  the  past  several  years,  we  have  initiated  efforts  to  determine  whether  homeless 
persons  are,  in  fact,  accessing  these  "mainstream"  programs,  and  have  taken  steps  to  increase 
access.  A  report  by  the  HHS  Office  of  Inspector  General  (OIG),  for  example,  found  that  "69 
percent  of  all  homeless  families  interviewed  were  receiving  AFDC  benefits  at  the  time  of  the 
interview."  Similar  local  studies  reported  AFDC  receipt  rates  among  homeless  families  of 
between  64  and  95  percent.  Under  TANF,  States  now  have  the  flexibility  to  provide  a  host 
of  services  in  addition  to  cash  assistance  including  job  training  and  placement,  and 
transportation  assistance,  among  others.  Child  care  assistance  is  also  provided  to  homeless 
families  and  others  receiving  welfare  in  many  States  through  the  Child  Care  and 
Development  Fund. 

Another  HHS  OIG  report  found  that  even  without  Federal  funding  for  outreach  (i.e. 
those  not  receiving  Health  Care  for  the  Homeless  or  PATH  funds)  64  percent  of  Community 
Health  Centers  (CHC)  provide  outreach  services  for  homeless  persons, 
and  50  percent  of  those  Community  Mental  Health  Centers  (CMHC)  do  outreach  to 
homeless  persons.  Additionally,  "only  17  percent  of  the  homeless  shelters  report  they 
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do  not  refer  clients"  to  CMHCs  for  mental  health  services.  Both  CHCs  and  CMHCs  provide 
an  array  of  services  which  help  to  integrate  individuals  back  into  the  community.  It  is 
apparent  from  these  and  other  more  anecdotal  reports  that  HHS  mainstream  resources  are  in 
fact  used  to  serve  homeless  persons. 

The  Department  is  continuing  efforts  to  review  mainstream  programs  to  understand 
better  how  they  currently  assist  those  who  are  homeless,  and  how  we  can  further  improve 
their  ability  to  assist  homeless  persons.  As  part  of  this  process,  we  are  engaged  in  regular 
meetings  with  external  organizations  and  plan  to  continue  these  efforts.  We  strongly  believe 
that  improving  access  to  mainstream  programs  must  be  a  collaborative  effort  between  us,  our 
federal  and  State  partners,  as  well  as  the  non-profit  and  advocacy  communities. 

Mr.  Stokes:  With  respect  to  the  homeless  people  and  the  substance  abuse  block 
grant,  what  is  the  Department  doing  to  help  ensure  that  a  reasonable  share  of  its  resources 
from  the  block  grant  is  used  to  address  the  substance  abuse  problem  of  homeless  people? 

Secretary  Shalala:  The  SAPT  Block  Grant  provides  the  States  with  the  flexibility  to 
target  their  formula  grant  allocation  to  communities  and  regions  that  demonstrate  a  need  for 
fiscal  resources  to  expand  existing  or  establish  new  substance  abuse  treatment  services.  The 
current  block  grant  statute  and  regulations  require  the  grantees  and  their  sub-recipients  to 
coordinate  prevention  and  treatment  activities  with  the  provision  of  other  appropriate 
services  (including  health,  social,  correctional  and  criminal  justice,  educational,  vocational 
rehabilitation,  and  employment  services).  The  States  are  required  to  prepare  and  make 
available  for  public  comment  an  annual  intended  use  (State)  plan  which  describes  the  States' 
goals,  objectives,  and  activities  regarding  their  planned  use  of  block  grant  funds.  The 
ADAMHA  Reorganization  Act  (P.L.  104-321)  repealed  the  requirement  for  public  hearings 
regarding  the  use  of  block  grant  funds;  however,  many  States  continue  to  conduct  hearings 
regarding  such  plans.  The  hearings  are  frequently  conducted  by  a  subcommittee  of  the  State 
legislature  or  an  executive  branch  task  force  and  interested  individuals,  community-based 
organizations,  provider  organizations,  other  public  entities,  etc.,  provide  comments  on  the 
proposed  plan.  The  SAPT  Block  Grant  funds  an  array  of  services,  many  of  which  do  serve 
the  homeless.  These  services  include  residential  programs,  e.g.,  halfway  houses,  therapeutic 
communities,  and  recovery  homes,  but  State-specific  data  on  the  actual  number  of  the 
homeless  served  is  not  routinely  collected. 
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FAMILY  PLANNING 

Ms.  DeLauro:  I  was  pleased  to  see  that  the  budget  included  a  $15  million 
increase  for  Title  X  family  planning  services.  I  strongly  believe  that  this  is  one  of  the 
most  successful  programs  in  reaching  low-income  women  to  provide  them  not  just 
with  contraceptives  but  with  testing  for  sexually  transmitted  diseases  and  important 
health  services  like  pap  smears.  Can  you  give  us  an  overview  of  this  program  and 
what  the  increase  will  be  used  for? 

Secretary  Shalala:  The  Title  X  Family  Planning  Program  provides  grants  to 
public  and  private  non-profit  agencies  to  provide  voluntary  family  planning  services. 
Family  planning  clinics  provide  contraception,  basic  gynecologic  care,  diagnosis  and 
treatment  for  sexually  transmitted  disease,  breast  and  cervical  cancer  screening  and 
education  and  referral  information,  as  well  as  screening  for  ancillary  health  problems. 
In  addition  to  supporting  family  planning  clinics,  Title  X  provides  training  for  family 
planning  personnel  and  nurse  practitioners.  It  also  supports  information  and  education 
activities  and  a  research  component  which  focuses  on  service  delivery. 

The  $15  million  increase  will  allow  the  program  to  provide  family  planning 
services  to  an  additional  390,000  women  for  a  total  of  4.95  million  women  who  are 
neither  Medicaid  eligible  nor  have  private  insurance.  It  will  also  be  used  to  address 
emerging  trends  that  impact  on  providing  effective  and  efficient  family  planning 
services  such  as  providing  outreach  and  expanding  education,  reproductive  health,  and 
family  planning  services  to  young  men  and  adolescents.  In  addition,  it  will  allow  the 
program  to  focus  on  comprehensive  reproductive  health  services  including  STD  and 
cancer  screening  and  prevention,  HIV  prevention,  education  and  counseling,  and 
substance  abuse  screening  and  referral. 

Ms.  DeLauro:  Given  that  Head  Start  costs  more  per  child  than  child  care,  why 
is  it  important  to  continue  to  expand  Head  Start? 

Secretary  Shalala:  Head  Start  is  this  Nation's  premier  early  childhood 
education  program.  The  services  provided  in  a  typical  child  care  program  are  not 
comparable  to  Head  Start.  Head  Start  provides  comprehensive  services,  and  on  key 
measures  such  as  child/staff  ratios,  group  size,  training  and  turnover  rates  Head  Start 
policies  and  services  are  of  higher  quality.  If  we  consider  that  as  States  have  become 
more  active  in  investing  in  pre-school  care  the  fact  that  the  Head  Start  model  has  often 
been  the  approach  followed  speaks,  we  believe,  to  the  overwhelming  support  Head 
Start  has  at  all  levels  of  government  throughout  the  country  as  being  unequaled  in 
what  it  is  able  to  do  for  disadvantaged  pre-schoolers  and  their  families. 

Ms.  DeLauro:  Why  not  just  put  the  money  into  child  care  programs? 

Secretary  Shalala:  Studies  demonstrate  that  Head  Start  programs  produce 
immediate  gains  for  at  risk  children  and  families  across  a  diverse  range  of  areas  such  as 
cognitive  functioning,  academic  readiness  and  achievement,  self-esteem,  social 
behavior  and  physical  health.  Studies  also  show  that  Head  Start  children  have  better 
high  school  attendance  rates,  are  less  frequently  retained  in  grade,  and  have  less  need 
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for  special  education.  Head  Start  has  also  been  shown  to  help  parents  improve  their 
parenting  skills,  increase  participation  in  their  children's  school  activities,  enhance  their 
confidence  in  their  abilities  to  contribute  to  their  communities  and,  in  many  cases,  to 
help  parents  on  the  road  to  self-sufficiency. 

Ms.  DeLauro:  How  do  Head  Start  and  child  care  differ,  and  how  do  they 
work  together? 

Secretary  Shalala:  The  Head  Start  program  fosters  the  development  of  children 
and  enables  them  to  deal  more  effectively  with  both  their  present  environment  and 
later  responsibilities  in  school  and  the  community  by  emphasizing  cognitive  and 
language  development  and  socio-emotional  development  to  enable  each  child  to 
develop  and  function  at  their  highest  potential.  The  child  care  program  primarily 
subsidizes  child  care  costs  for  low-income  parents  who  are  working  or  transitioning  to 
work.  Resources  are  provided  to  States  to  improve  quality. 

A  new  initiative  begun  last  year  encourages  Head  Start-child  care  partnerships. 
Head  Start  and  child  care  agencies  combine  staff  and  funds  to  provide  continuous, 
high  quality  services  throughout  the  day  rather  than  children  attending  Head  Start  for 
half  a  day  and  then  moving  to  child  care  for  the  remainder  of  the  day. 

Ms.  DeLauro:  I  was  glad  to  see  the  continued  commitment  to  reducing  youth 
smoking  in  the  Department's  budget  request.  Can  you  give  a  brief  overview  of  the 
Administration's  continued  anti-smoking  efforts  at  the  Food  and  Drug  Administration 
and  through  the  American  Stop  Smoking  Intervention  Study  (ASSIST)  program? 

Secretary  Shalala:  FDA  will  continue  to  work  to  restrict  youth  access  to 
tobacco,  while  CDC  works  to  reduce  the  demand  for  cigarettes.  The  budget  proposes 
to  increase  FDA's  funding  to  reduce  youth  tobacco  use  from  $34  million  in  1998  to 
$134  million  in  1999.  $75  million  would  be  used  to  enforce  the  tobacco  rule,  and 
measure  compliance  with  it.  One  of  FDA's  goals  is  to  have  contracts  with  all  the 
States  to  conduct  monthly  unannounced  compliance  checks  of  retail  establishments 
that  sell  tobacco.  $35  million  would  support  compliance  outreach  that  would  educate 
retailers  and  other  stakeholders  about  their  obligations  under  the  FDA  tobacco  rules 
and  assist  retailers  in  meeting  their  new  responsibilities.  In  addition  to  retailer 
organizations,  FDA  plans  to  use  community  organizations,  parent  groups,  voluntary 
health  groups,  and  the  media  to  heal  raise  awareness  of  the  tobacco  rule  and 
encourage  compliance.  $24  million  will  support  overall  product  regulation.  FDA  will, 
to  the  fullest  extent  permitted  under  law,  design  and  begin  to  implement  a  regulatory 
program  for  cigarettes  and  smokeless  tobacco  products  under  the  Food,  Drug  and 
Cosmetic  Act. 

State-based  tobacco  prevention  programs  are  a  critical  part  of  the  overall 
national  effort  to  prevent  tobacco  use  among  our  youth.  The  budget  proposes  to 
expand  support  for  State  and  community  programs  from  $34  million  in  1998  to  $5 1 
million  in  1999.  The  Centers  for  Disease  Control  and  Prevention  will  take  what  was 
learned  in  NIH's  ASSIST  program,  CDC's  Initiative  to  Mobilize  for  Prevention  And 
Control  of  Tobacco  use  (IMPACT)  program,  and  State-funded  programs  and  create  a 
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new  program  that  recognizes  prevention  as  a  core  public  health  function.  Federal 
support  for  State  tobacco  prevention  programs  will  be  maintained  or  expanded  in  all 
States.  State  activities  may  include: 

•  Educational  programs  and  counter  advertising  to  depict  the  hazards  of  tobacco 
use  and  reduce  the  demand  for  tobacco  products. 

•  State  and  local  efforts  to  protect  nonsmokers,  including  children,  from 
exposure  to  environmental  tobacco  smoke. 

9    Training,  technical  assistance,  and  resources  for  communities  to  implement 
prevention  strategies. 

•  School-based  prevention  and  cessation  programs. 

•  Data  collection  and  evaluation  of  program  impact. 

•  Coordination  and/or  support  of  tobacco  use  cessation  messages  and  services. 

Ms.  DeLauro:  I  understand  that  ASSIST  has  been  "Transferred  from  the 
National  Cancer  Institute  to  the  Centers  for  Disease  Control  [and  Prevention].  How 
will  that  transfer  change  the  program? 

Secretary  Shalala:  The  President's  budget  request  for  FY  1999  proposes  to 
replace  the  NCI  ASSIST  program  and  the  CDC  State  IMPACT  program  with  a  new 
CDC-administered  program  that  recognizes  prevention  and  reduction  of  tobacco  use 
as  a  core  public  health  function.  The  ASSIST  program  has  proven  effective  from  a 
research  standpoint,  and  we  believe  it  is  time  to  take  these  successful  lessons  learned 
from  the  ASSIST  research  demonstrations  and  implement  them  into  public  health 
practice  nationwide.  Because  it  was  a  demonstration  project  that  is  being  completed, 
the  NCI  ASSIST  program  itself  is  not  being  transferred  to  CDC.  In  order  to 
complement  State  tobacco  control  programs,  the  NCI  will  continue  in  FY  1999  and 
beyond  to  support  a  broad  spectrum  of  research  on  effective  community  tobacco 
control  interventions. 
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THERAPY  SERVICES  REGULATIONS 

Ms.  Kaptur:  Madame  Secretary,  30  days  ago  the  Department  issued  new 
regulations  revising  the  cost  limits  for  therapy  services  provided  under  arrangement  to 
nursing  homes.  These  rules  will  be  effective  April  1,  1998.  Concerns  have  been  raised 
by  several  of  my  constituents  that  these  rules  will  be  effective  for  only  a  very  short  period 
of  time  and  that  the  implementation  date  of  April  1  provides  too  short  of  a  time  frame  to 
adjust  contracts  and  business  operations,  especially  given  the  enormous  challenges  of  the 
changes  mandated  by  the  Balanced  Budget  Act  of  1997.  Moreover,  I  understand  that 
legal  research  performed  by  the  American  Occupational  Therapy  Association  uncovers 
that  the  effective  date  conflicts  with  a  1973  statue  -  the  law  requiring  that  a  new  guideline 
be  applied  prospectively  at  the  beginning  of  the  next  cost  report  period.  What  steps  are 
being  taken  by  the  Department  to  revise  its  instructions  to  conform  with  the  statute? 

Secretary  Shalala:  HCFA  has  reviewed  the  bill  and  Committee  Report  language 
pertaining  to  the  1 973  statute  you  cite,  and  it  is  our  belief  that  the  language  is  applicable 
only  to  the  original  implementation  of  this  provision.  As  such,  the  first  therapy 
guidelines  implemented  by  regulation  in  1 973  were  effective  beginning  with  cost 
reporting  periods.  However,  the  initial  schedule  of  guidelines  for  respiratory  therapy 
services  was  published  in  the  Federal  Register  on  October  6,  1 978,  and  was  effective  for 
services  furnished  on  or  after  December  1,  1978,  not  cost  reporting  periods.  Further,  we 
have  issued  subsequent  revisions  to  the  salary  equivalency  guidelines  with  effective  dates 
for  services  furnished  on  or  after  a  particular  date.  For  instance,  therapy  guidelines 
published  on  September  30,  1983  applied  to  services  furnished  on  or  after  October  1, 
1982.  Accordingly,  we  published  the  initial  salary  equivalency  guidelines  for 
occupational  therapy  and  speech  language  pathology  services  on  January  30,  1998,  with 
an  effective  date  for  services  furnished  on  or  after  April  1,  1998. 

Ms.  Kaptur:  Has  the  petition  from  the  AOTA  been  formally  responded  to?" 

Secretary  Shalala:  HCFA  has  responded  to  the  AOTA,  and  I  have  enclosed  a 
copy  of  their  response  for  the  record. 
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Letter  for  Record 

Ms.  Mary  Foto,  OT,  FAOTA 
President 

The  American  Occupational  Therapy  Association,  Inc. 
4720  Montgomery  Lane 
Bethesda,  Maryland  20814-3425 

Dear  Ms.  Foto: 

Secretary  Shalala  asked  me  to  respond  to  your  letter.  Thank  you  for  your  letter 
regarding  the  effective  date  for  the  final  salary  equivalency  guidelines  published  on 
January  30,  1998  in  the  Federal  Register.  The  final  salary  equivalency  guidelines 
revised  the  physical  therapy  and  respiratory  therapy  guidelines  and  introduced  new 
guidelines  for  speech-language  pathology  (SLP)  and  occupational  therapy  (OT) 
services  for  services  furnished  on  or  after  April  1,  1998.  You  asked  that  we  instruct 
the  fiscal  intermediaries  that  the  salary  equivalency  guidelines  for  OT  and  SLP  services 
become  effective  at  the  beginning  of  a  provider's  next  cost  reporting  period  after  April 
1,  1998.  You  believe  that  this  is  mandated  by  statute.  Also,  you  believe  that  the 
elimination  of  the  binding  contract  exception  increases  the  unfairness  of  making  initial 
occupational  therapy  and  speech-language  pathology  services  guidelines  effective  prior 
to  the  beginning  of  a  provider's  next  cost  reporting  period. 

We  have  reviewed  both  the  bill  language  and  the  Committee  Report  language  that  you 
identify  in  your  letter  and  believe  that  this  language  is  applicable  only  to  the  original 
implementation  of  this  provision.  As  such  we  implemented  this  effective  beginning 
with  cost  reporting  periods,  only  for  the  original  implementing  regulation.  The  initial 
schedule  of  guidelines  for  respiratory  therapy  services  was  published  in  the  Federal 
Register  on  October  6,  1978  ,  and  was  effective  for  respiratory  therapy  services 
furnished  on  or  after  December  1,  1978,  not  cost  reporting  periods.  Further,  we  have 
issued  subsequent  revisions  to  the  salary  equivalency  guidelines  with  effective  dates  for 
services  furnished  on  or  after  a  particular  date.  The  salary  equivalency  guidelines 
which  were  published  on  September  30,  1983  in  the  Federal  Register  were  applied  to 
services  furnished  on  or  after  October  1,  1982.  Accordingly,  we  have  published  the 
latest  salary  equivalency  guidelines  which  provides  initial  schedules  of  guidelines  for 
OT  and  SLP  guidelines  on  January  30,  1998  with  an  effective  date  for  services 
furnished  on  or  after  April  1,  1998. 
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Page  2  -  Ms.  Mary  Foto,  OT,  FAOTA 

Finally,  regarding  your  concern  with  the  elimination  of  the  binding  contract  exception, 
we  continue  to  believe  as  stated  in  the  January  30,  1998  final  rule  that  providers 
should  have  been  prudent  buyers  of  therapy  services  at  the  time  they  negotiated  the 
contracts.  Therefore,  elimination  of  the  exception  for  binding  contract  and  applying 
the  salary  equivalency  guidelines  to  these  services  where  a  binding  contract  is  in  effect 
should  not  yield  a  different  result  than  what  a  prudent  buyer  should  pay. 

I  regret  that  my  response  is  not  more  favorable. 

Sincerely, 


Thomas  E.  Hoyer 
Director 


Chronic  Care  Purchasing  Policy  Group 
Center  For  Health  Plans  and  Providers 


Tuesday,  March  3,  1998. 


OFFICE  OF  INSPECTOR  GENERAL 
WITNESSES 

MICHAEL  F.  MANGANO 

DENNIS  J.  DUQUETTE,  DEPUTY  INSPECTOR  GENERAL,  MANAGEMENT 
AND  POLICY 

DENNIS  P.  WILLIAMS,  DEPUTY  ASSISTANT  SECRETARY,  BUDGET,  DE- 
PARTMENT OF  HEALTH  AND  HUMAN  SERVICES 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

Our  hearing  is  on  the  Department  of  Health  and  Human  Serv- 
ices, continuing  with  the  Office  of  Inspector  General.  And  we  are 
pleased  to  welcome  Mr.  Michael  Mangano,  the  Principal  Deputy  In- 
spector General.  If  you  would  introduce  the  gentleman  to  your 
right  and  then  proceed  with  your  statement,  please. 

Opening  Statement 

Mr.  Mangano.  Thank  you  very  much,  Mr.  Chairman.  With  me 
today  is  Dennis  Duquette,  who  is  the  Deputy  Inspector  General  for 
Management  and  Policy. 

Simply  put,  the  mission  of  our  office  is  to  help  protect  the  pro- 
grams of  the  Department  of  Health  and  Human  Services  against 
fraud,  waste,  and  abuse  by  conducting  independent  and  objective 
audits,  evaluations,  and  inspections.  I  would  like  to  focus  my  re- 
marks this  afternoon  on  three  areas:  one,  to  give  you  an  idea  of 
some  of  the  recent  projects  that  we  have  been  working  on;  secondly, 
to  look  at  some  new  ways  that  we  are  doing  business;  and  third, 
focus  in  on  our  budget  requests  for  the  appropriations  in  1999. 

RECENT  PROJECTS 

1997  was  really  an  exciting  and  challenging  year  for  us,  and  I 
would  like  to  give  you  four  examples  of  projects  that  we  undertook 
this  year  to  give  you  an  idea  of  the  range,  the  kinds  of  things  that 
we  were  involved  with.  First,  we  basically  concluded  in  this  last 
year  a  multiyear  effort,  taking  a  look  at  abusive  marketing  and 
billing  practices  by  some  of  the  Nation's  largest  laboratories.  These 
investigations  resulted  in  about  $800  million  being  returned  to  the 
taxpayers  for  fraudulent  practices. 

Second,  the  Health  Education  and  Assistance  Loan  Program  pro- 
vides loans  to  students  seeking  education  in  health-related  fields. 
Some,  however,  when  they  complete  their  education,  refuse  to 
repay  their  loans.  When  that  happens,  we  get  involved  in  that  par- 
ticular case  and  move  to  exclude  them  from  the  Medicare  and  State 
health  care  programs.  At  the  end  of  last  year,  789  of  those  persons, 
rather  than  being  excluded,  had  entered  into  repayment  programs 
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with  the  government.  Our  actions  over  the  last  several  years  have 
resulted  in  about  $48  million  being  repaid  to  the  government. 

Third,  we  initiated  about  250  investigations  of  parents  who  cross 
state  lines  to  avoid  paying  their  child  support  payments.  As  a  re- 
sult of  that,  we  got  65  arrests,  41  convictions,  and  over  $5  million 
is  now  being  repaid  to  the  custodial  parent. 

And  fourth,  required  by  the  Government  Management  Reform 
Act,  we  completed  the  first-ever  complete  review  of  the  financial 
statements  of  the  Medicare  and  Medicaid  programs.  In  addition  to 
finding  some  of  the  things  with  regard  to  accounting  system  prob- 
lems, we  discovered  in  doing  that  review  that  about  $23  billion  was 
improperly  paid  by  Medicare  in  fiscal  year  1996.  Almost  more  im- 
portant than  that,  the  Health  Care  Financing  Administration  has 
developed  an  action  plan  to  address  each  of  the  problems  that  we 
raised. 

BETTER  WAYS  OF  DOING  BUSINESS 

In  recent  years,  our  interest  and  emphasis  on  interdisciplinary 
teamwork  within  our  organization  in  greater  collaboration  with 
other  Federal  and  State  agencies  has  led  to  what  we  believe  is  a 
more  effective  and  efficient  approach  to  addressing  the  problems  of 
fraud  and  abuse,  and  I  will  give  you  three  examples. 

First,  jointly  with  the  Department  of  Justice,  last  year  we  initi- 
ated the  Health  Care  Fraud  and  Abuse  Control  Program  required 
by  the  Health  Insurance  Portability  and  Accountability  Act  of  1996. 
What  this  was  was  a  coordinated  interdisciplinary  and  intergovern- 
mental attack  on  fraud  against  all  Federal  health  care  programs. 
In  the  first  year,  we  think  we  returned  substantial  amounts  to  the 
Medicare  trust  funds,  recovering  almost  a  billion  dollars  as  a  result 
of  restitutions,  fines,  judgments,  settlements  and  administrative  ac- 
tions. 

Second,  in  order  to  increase  our  coverage  of  the  Medicaid  pro- 
grams, we  formed  partnerships  with  19  State  audit  agencies  and 
11  State  Medicaid  agencies,  the  Medicaid  agencies  to  conduct  thor- 
ough audits  of  State  health  care  programs.  I  can  tell  you,  as  a  re- 
sult of  those,  about  $140  million  was  identified  for  potential  recov- 
ery by  those  States  in  Federal  and  State  money,  as  well  as  for  fu- 
ture savings. 

Third,  together  with  HCFA,  the  Department  of  Justice,  and  the 
health  care  industries  themselves,  we  have  begun  a  series  of  vol- 
untary compliance  guidelines.  These  are  plans  to  help  health  care 
providers  make  sure  that  their  claims  against  the  government  are 
true  and  accurate  and  stay  out  of  trouble.  These  guidelines  are  de- 
signed to  prevent  false  claims,  detect  them  when  they  occur,  and 
resolve  them  early.  We  completed  two  of  them  within  the  last  year, 
one  for  the  laboratory  industry  and  one  for  the  hospital  industry. 
And  we  are  working  on  other  ones  over  the  next  6  months  to  12 
months  looking  at  home  health  care,  hospice,  durable  medical 
equipment,  and  some  other  areas. 

Finally,  let  me  make  a  couple  of  comments  on  our  funding  re- 
quest for  fiscal  year  1999.  Our  funding  sources  are  two,  basically. 
The  Health  Care  Fraud  and  Abuse  Control  Program  funds  all  of 
our  Medicare  and  Medicaid  work.  The  discretionary  appropriation 
before  this  committee  funds  our  work  with  all  the  other  programs 
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of  the  Department,  namely  public  health,  children  and  families, 
aging,  and  departmental  management. 

For  fiscal  year  1999,  the  Health  Care  Fraud  and  Abuse  Control 
Program  would  appropriate  between  $90  and  $100  million  for  our 
work  in  Medicare  and  Medicaid.  Our  discretionary  budget  request 
is  for  $29  million.  My  testimony  describes  a  number  of  projects  we 
would  undertake  in  1999  with  this  money.  While  our  Medicare  and 
Medicaid  work  tends  to  get  far  more  public  attention  than  our  work 
in  these  other  areas,  we  believe  this  work  is  just  as  important  to 
be  done,  particularly  for  effective  program  oversight. 

Mr.  Chairman,  I  appreciate  the  opportunity  to  testify  on  our  ap- 
propriations today,  and  I  would  be  happy  to  answer  any  of  your 
questions. 

The  prepared  statement  follows. 
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Testimony  of  Michael  F.  Mangano 
Principal  Deputy  Inspector  General,  Department  of  Health  and  Human  Services 

Mr.  Chairman  and  Members  of  the  Committee,  I  am  Michael  F.  Mangano,  Principal  Deputy  Inspector  General  of  the 
Department  of  Health  and  Human  Services  (HHS).  The  Office  of  Inspector  General  (OIG)  helps  improve  HHS 
programs  and  operations  and  protect  them  against  fraud,  waste,  and  abuse.  We  do  this  by  conducting  independent 
and  objective  audits,  evaluations,  and  investigations  which  provide  timely,  useful,  and  reliable  information  and 
advice  to  Department  officials,  the  Administration,  the  Congress,  and  the  public  In  carrying  out  our  mission,  we 
work  with  the  Department  and  its  operating  divisions,  the  Department  of  Justice  (DOJ),  other  Federal  and  State 
agencies,  and  the  Congress  to  bring  about  systemic  improvements  in  HHS  programs  and  operations,  and  successful 
prosecutions  and  recovery  of  funds  from  those  who  defraud  the  Government.  I  would  like  to  describe  some  of  our 
recent  accomplishments. 

Recent  Examples  of  OIG  Work 

Laboratory  Fraud.  During  FY  1997,  we  concluded  a  multi-year  interagency  initiative  targeted  at  abusive 
marketing  and  billing  practices  by  the  Nation's  largest  independent  clinical  laboratories.  The  Federal 
Government's  cases  against  the  abusive  laboratories  resulted  in  recoveries  of  more  than  $800  million  and  three 
corporate  criminal  convictions.  Three  of  the  largest  settlements  were  completed  in  FY  1 997. 

HEAL  Collections.  Through  the  Health  Education  Assistance  Loan  (HEAL)  program,  the  Department  provides  loans 
to  students  seeking  an  education  in  a  health-related  field  of  study.  However,  some  loan  recipients  ignore  their 
responsibility  to  repay  their  loans.  Such  individuals  can  be  excluded  from  participation  in  Medicare  and  State 
health  care  programs.  However,  after  we  commence  exclusion  proceedings,  repayment  agreements  are  often 
reached.  At  the  conclusion  of  FY  1997, 789  individuals  had  either  paid  or  agreed  to  pay  their  HEAL  program  loans 
after  receiving  exclusion  notices.  The  amount  being  repaid  through  settlement  agreements  or  through  complete 
repayments  as  a  result  of  OIG  intervention  now  totals  over  $48  million. 

Child  Support.  Under  the  authority  of  the  Child  Support  Recovery  Act  of  1 992,  the  OIG  has  initiated  more  than  250 
investigations  nationwide  of  parents  who  have  refused  to  pay  past  due  support.  Thus  far,  these  cases  have  resulted 
in  over  65  arrests,  41  convictions,  and  court  ordered  restitution  of  over  $5.3  million.  Also,  the  OIG  joined  forces 
with  the  Internal  Revenue  Service  to  examine  the  loss  of  tax  revenue  from  fraudulent  claims  of  child  custody  or 
dependency.  Consequently,  our  recommendation  for  matching  of  HHS  and  IRS  social  security  number  data  was 
adopted  in  the  Taxpayer  Relief  Act  of  1997,  which  will  result  in  better  tax  code  enforcement  and  millions  in  savings. 

Grants  and  Contracts.  A  major  university  medical  center  paid  the  Federal  government  $15.5  million  to  resolve  civil 
liabilities  arising  from  illegal  charges  against  the  Federal  Government  for  indirect  costs  associated  with  research 
grants  and  contracts.  The  OIG  worked  closely  with  the  Department  of  Justice  and  HHS  indirect  cost  negotiators  to 
settle  this  largest  recovery  ever  by  a  university  medical  center  for  overcharges  of  indirect  costs. 

HCFA  Financial  Statement  Audit.  Pursuant  to  the  Chief  Financial  Officers  Act  of  1990,  as  amended  by  the 
Government  Management  Reform  Act  of  1994,  HHS  prepared  for  the  first  time,  and  the  OIG  audited, 
departmentwide  financial  statements.  As  part  of  our  audit  of  the  Health  Care  Financing  Administration's  financial 
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statements,  we  selected  a  comprehensive,  statistically  valid  sample  of  fee-for-service  claims  to  determine  the 
correctness  of  payments.  Based  on  the  statistical  sample,  we  estimated  that  the  range  of  improper  Medicare 
payments  was  between  $17.8  billion  and  $28.6  billion  in  FY  1996.  The  midpoint  was  $23.2  billion—about  14 
percent  of  the  payments.  We  made  a  number  of  recommendations  to  improve  provider  compliance  with 
reimbursement  rules  and  to  preserve  the  solvency  of  the  Medicare  trust  funds.  The  HCFA  agreed  with  the 
recommendations  and  has  developed  a  corrective  action  plan. 

Better  Ways  of  Doing  Business 

In  recent  years,  the  OIG's  heightened  emphasis  on  interdisciplinary  teamwork  within  our  own  organization  and 
greater  collaboration  with  other  Federal  and  State  agencies,  has  led  to  a  more  effective  response  to  the  growing 
problems  of  fraud  and  abuse  in  the  Department's  programs.  The  effect  of  this  improved  teamwork  and 
intergovernmental  partnerships  has  greatly  enhanced  the  OIG's  ability  to  protect  the  Federal  dollars  allotted  to 
HHS  programs. 

Operation  Restore  Trust  (ORT).  The  ORT  demonstration  project  to  reduce  fraud  in  Medicare  and  Medicaid  was 
primarily  characterized  by  interagency  and  intergovernmental  coordination.  This  coordinative  approach  produced 
remarkable  results  and  has  now  been  expanded  to  incorporate  all  services  paid  for  by  these  programs  and  across 
all  States.  The  project  continues  to  utilize  partnerships  with  other  HHS  components  (primarily  HCFA  and  the 
Administration  on  Aging),  other  Federal  Agencies  (such  as  the  Department  of  Justice  and  FBI),  and  State  and  local 
agencies  (such  as  State  Medicaid  agencies  and  the  Medicaid  Fraud  Control  Units).  The  2-year  demonstration 
identified  more  than  $187.5  million  owed  to  the  Government;  58  civil  actions;  74  criminal  convictions;  and  218 
health  care  providers  excluded.  Several  provisions  in  the  Balanced  Budget  Act  of  1997,  are  consistent  with  the 
broad  policies  we  advocated  as  a  result  of  the  ORT  demonstration  project  findings  and  recommendations.  These 
include  a  prospective  payment  system  for  home  health  agencies  (HHAs)  and  nursing  homes;  interim  price  and 
utilization  controls;  surety  bonds  as  a  condition  of  participation  by  HHAs  and  certain  other  providers;  and 
consolidated  billings  of  Medicare  Part  B  services  in  a  nursing  home  stay  not  paid  for  by  Part  A. 

Health  Care  Fraud  and  Abuse  Control  Program.  In  FY  1997  we  initiated  the  Health  Care  Fraud  and  Abuse  Control 
(HCFAC)  program,  a  joint  HHS  and  DOJ  program  established  by  the  Health  Insurance  Portability  and 
Accountability  Act  of  1996.  This  program  reflects  the  coordinative  approach  tested  under  ORT,  and  provides 
Federal  Hospital  Insurance  Trust  fund  monies  to  finance  anti-fraud  activities.  Much  of  the  funds  recovered  from  the 
HCFAC  effort  have  been  deposited  in  the  Medicare  Trust  Fund.  The  first  year  of  the  program  saw  a  substantial 
return  on  the  investment  as  almost  $1  billion  was  recovered  as  a  result  of  the  restitutions,  fines,  judgments, 
settlements,  administrative  impositions,  collections  and  offsets  brought  about  through  HCFAC  activities. 

State  Medicaid  Audit  Partnerships.  To  provide  broader  and  more  penetrating  coverage  of  the  Medicaid  program, 
OIG  and  State  auditors  have  formed  partnerships  to  share  audit  ideas,  approaches,  and  objectives.  To  date,  OIG 
partnerships  have  been  established  with  19  State  audit  agencies,  11  State  Medicaid  agencies,  and  2  State  internal 
audit  groups.  So  far,  reports  on  completed  efforts  have  identified  $140  million  in  Federal  and  State  funds  for 
potential  recovery  or  future  savings. 

Compliance  Guidance.  The  OIG  continues  to  develop  voluntary  compliance  guidance  to  encourage  sound  internal 
control  procedures  within  the  health  care  industry  over  reimbursements  and  payments,  where  claims  and  billing 
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operations  are  often  the  source  of  fraud  and  abuse.  Fundamentally,  compliance  guidelines  are  intended  to  foster  a 
culture  within  a  provider  organization  that  promotes  the  prevention,  detection,  and  resolution  of  conduct  that  does 
not  conform  with  Federal  and  State  law,  program  requirements,  or  the  provider's  ethical  and  business  policies. 
This  is  a  critical  prevention  mechanism  that  is  rapidly  gaining  acceptance  in  the  health  care  industry.  Working  with 
our  government  partners  and  colleagues  in  the  health  care  industry,  we  have  produced  the  first  two  compliance 
guides—for  hospitals  and  clinical  laboratories.  We  are  currently  developing  guides  for  home  health  and  hospice 
providers. 

Beneficiary  Outreach.  For  the  past  several  months  we  have  been  collaborating  with  the  Health  Care  Financing 
Administration,  the  Administration  on  Aging,  and  the  American  Association  of  Retired  Persons  to  develop  a 
nationwide  outreach  campaign  to  combat  Medicare  fraud  and  abuse.  The  campaign  is  designed  to  educate  seniors 
on  how  to  recognize  fraud  and  to  suggest  actions  that  they  can  take  to  protect  themselves  and  the  Government 
from  such  abuses.  The  campaign,  which  will  be  rolled  out  in  late  April  1998,  will  also  utilize  posters  and  a  brochure 
encouraging  seniors  to  use  our  Medicare  Fraud  Hotline. 

OIG  Funding  Sources 

The  Office  of  Inspector  General  has  two  separate  funding  sources:  (1)  the  Health  Care  Fraud  and  Abuse  Control 
(HCFAC)  program,  established  by  the  Health  Insurance  Portability  and  Accountability  Act  of  1996  (Public  law  104- 
191)  which  funds  our  Medicare  and  Medicaid  anti-fraud  and  abuse  activities,  and  (2)  a  discretionary  appropriation 
which  is  used  to  fund  all  other  OIG  work.  The  discretionary  appropriation  covers  projects  related  to  the  remaining 
programs  and  operations  of  the  Department  (other  than  Medicare  and  Medicaid),  such  gs  public  health,  children 
and  families,  aging,  and  departmental  management.  Our  coverage  of  these  programs  is  directly  affected  by  any 
change  in  the  discretionary  appropriation  because  the  HCFAC  funding  must  be  used  specifically  for  our  oversight  of 
Medicare  and  Medicaid. 

For  FY  1999,  the  HCFAC  program  appropriates  not  less  than  $90  million  and  not  more  than  $100  million  to  the 
OIG  for  work  involving  Medicare  and  Medicaid  anti-fraud  and  abuse  efforts.  The  allocation  will  be  determined  by 
agreement  between  the  Secretary  of  HHS  and  the  Attorney  General.  As  anticipated  by  the  HCFAC  program,  the  OIG 
is  expanding  into  States  where  we  have  no  presence.  We  now  have  investigative  offices  in  31  States  and  the  District 
of  Columbia  and  plan  to  be  in  virtually  all  States  by  2002.  The  OIG's  discretionary  budget  request  for  FY  1999  is 
309  FTE  and  $29,000,000,  a  decrease  of  $2,921,000  and  42  FTE  below  the  FY  1998  operating  level.  The  increases 
for  the  January  1998  pay  raise,  the  anticipated  January  1999  pay  raise  of  3.1  percent,  and  other  mandatory 
personnel  and  inflationary  costs,  will  create  these  reductions  in  discretionary  FTE  and  administrative  costs. 

Work  Underway  and  Planned 

The  OIG  deploys  its  resources  to  achieve  their  greatest  value  and  impact  through  a  dynamic  work  planning  process 
that  responds  to  the  issues  of  highest  priority  to  the  Secretary,  the  Administration,  and  the  Congress.  In  addition 
to  the  OIG  resources  provided  through  the  HCFAC  program  and  applied  to  Medicare  and  Medicaid,  other  resources 
provided  through  the  discretionary  appropriation  will  be  focused  on  all  other  vitally  important  HHS  areas. 

Core  Public  Health  Functions.  The  OIG  will  review  the  effects  of  managed  care  on  the  public  health  infrastructure 
and  its  capacity  to  carry  out  the  core  functions  of  disease  prevention  and  surveillance  and  data  collection.  The  OIG 
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will  also  examine  the  use  of  public  health  performance  measures  to  improve  quality  of  care  in  managed  care 
settings. 

HIV/AIDS  Drug  Program.  Our  office  will  examine  cost  saving  strategies  for  acquiring  drugs  under  the  Ryan  White 
comprehensive  AIDS  Resources  Emergency  Care  Act  of  1990. 

Temporary  Assistance  Welfare  Programs.  We  will  review  State  development  of  outcome-oriented  performance 
measures  for  welfare  programs  and  State  efforts  to  prevent  and  detect  fraud  and  abuse. 

Child  Support  Enforcement.  We  will  continue  to  evaluate  new  methods  for  improving  child  support  collections, 
particularly  with  respect  to  the  appropriate  updating  of  child  support  orders,  medical  support  and  paternity 
establishment. 

Children's  Issues.  We  plan  to  conduct  reviews  on  a  number  of  children's  issues  related  to  child  care  health  and 
safety;  tribal  child  care;  for-profit  care  of  foster  children;  quality  assurance  in  residential  foster  care;  adequacy  of 
child  protective  services  systems  to  prevent  continuance  and  recurrence  of  child  abuse  and  neglect;  and  compliance 
of  Head  Start  grantees. 

Aging  Issues.  We  will  conduct  reviews  to  determine  the  adequacy  of  services  and  programs  for  investigating  elder 
abuse;  identify  innovative  methods  to  strengthen  programs  to  protect  elderly  persons;  identify  possible 
vulnerabilities  of  the  elderly  admitted  into  a  psychiatric  facility;  and  assess  the  operation  of  the  Ombudsman 
program. 

Departmental  Management.  We  will  continue  to  perform  audits  for  the  purpose  of  expressing  opinions  on  the 
Department's  financial  statements;  we  will  monitor  the  Department's  progress  in  making  all  mission  critical 
systems  Year  2000  (Y2K)  compliant;  and  we  will  continue  reviews  of  administrative  cost  issues. 

During  FY  1997,  our  audits,  investigations,  and  inspections  of  HHS  programs  and  operations  (apart  from  those 
funded  by  the  HCFAC  program),  resulted  in  $173  million  of  savings,  56  criminal  prosecutions  and  civil  actions,  and 
795  exclusions  of  individuals  and  entities.  These  statistical  accomplishments  are  in  addition  to  the  important 
recommendations  that  we  frequently  make  to  improve  the  economy  and  effectiveness  of  HHS  programs,  and  the 
deterrence  that  our  work  provides  against  future  fraud,  waste,  and  abuse.  While  we  will  continue  striving  to 
achieve  the  high  level  of  impact  from  our  work,  we  cannot  expect  the  same  level  of  results  from  diminishing 
discretionary  resources  in  the  face  of  expanding  HHS  programs. 

Mr.  Chairman,  I  appreciate  this  opportunity  to  report  to  you  on  what  we  are  accomplishing  with  our  resources  and 
what  we  intend  to  accomplish  with  the  funding  we  are  requesting.  This  concludes  my  testimony,  and  we  welcome 
your  questions. 


4 


175 


Michael  F.  Mangano 
Principal  Deputy  Inspector  General 
Department  of  Health  and  Human  Services 


Michael  Mangano  is  the  Principal  Deputy  for  the  Office  of  Inspector  General  at  the 
Department  of  Health  and  Human  Services  (HHS).  In  that  capacity  he  directs  the  day-to-day 
operations  of  a  staff  of  1,300  auditors,  evaluators,  and  investigators  and  a  budget  of  $100 
million.  He  oversees  reviews  that  provide  the  Secretary  with  objective  and  independent 
findings  and  recommendations  to  improve  program  efficiency  and  effectiveness,  and 
investigations  that  prevent  and  detect  instances  of  fraud  and  abuse. 

From  1988  through  January  1994  he  served  as  the  Deputy  Inspector  General  for  the  Office 
of  Evaluation  and  Inspections  (OEI).  OEI  was  responsible  for  evaluating  the  250  programs 
of  HHS.  Specializing  in  short-term  evaluations  (called  inspections),  they  provided  policy 
makers  and  managers  with  rapid,  accurate,  and  up-to-date  information,  analysis  and 
recommendations.  With  a  staff  of  140,  he  managed  the  production  of  over  500  evaluation 
studies.  Prior  to  assuming  this  position  he  held  several  others  within  the  Office  of  Inspector 
General. 

Mr.  Mangano  has  given  numerous  interviews  to  radio,  television,  and  print  media;  and  has 
regularly  testified  before  Congress. 

He  earned  an  A.B.  degree  from  vlllanova  University  in  1968  and  completed  a  year  of 
graduate  courses  in  United  States  diplomatic  history  at  the  University  of  Maryland  in 
1968-69. 

He  is  an  advisory  board  member  of  Evaluation  Practice  and  past  associate  editor  of 
Evaluation  Review.  Mr.  Mangano  has  been  honored  as  the  recipient  of  the  Surgeon 
General's  Exemplary  Service  Award  (1992),  the  American  Evaluation  Association's  Myrdal 
Award  for  Government  Service  (1991),  the  Inspector  General's  Professional  Development 
Award  (1991),  and  the  Presidential  Meritorious  Executive  Rank  Award  (1987). 

Mr.  Mangano  has  authored  a  number  of  journal  articles  concerning  Inspectors  General, 
evaluation,  and  management  issues  which  were  published  in  New  Directions  for  Program 
Evaluation.  The  Bureaucrat.  The  Public  Manager.  The  Association  of  Government 
Accountants  Journal.  Evaluation  Practice,  and  Evaluation  and  Program  Planning. 
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COMPLIANCE  GUIDELINES 

Mr.  Porter.  Thank  you,  Mr.  Mangano. 

You  mentioned  guidelines.  Can  you  tell  me  a  little  bit  more  about 
that? 

Mr.  Mangano.  Absolutely.  We  started  an  effort  about  a  year  ago 
to  work  with  the  health  care  industry  to  come  up  with  a  series  of 
guidelines  which  are  basically  some  principles  that  we  think  are 
important  to  ensure  that  particular  health  care  providers  do  not 
get  into  trouble  by  submitting  false  claims.  These  involve  things 
like,  one,  having  a  compliance  officer;  two,  providing  training  to 
people  on  staff  as  to  what  is  proper  and  what  is  not  proper.  An- 
other facet  of  it  would  be  doing  some  self-monitoring  and  self-audit- 
ing. 

Mr.  Porter.  But  what  I  am  most  interested  in  is,  what  do  you 
do  with  those  guidelines?  In  other  words,  first  of  all,  do  you  have 
authority — I  assume  you  have  authority  to  do  that,  but  then  who 
you  provide  them  to? 

Mr.  Mangano.  Okay.  The  last  one  I  will  use  as  an  example.  We 
worked  with  the  hospital  industry  to  come  up  with  a  model  compli- 
ance plan  for  the  hospital  industry.  These  plans  are  completely  vol- 
untary on  anybody's  part.  We  provide  them  as  standards  which  we 
say,  if  you  were  to  adopt  all  of  these  kinds  of  standards  in  your 
hospital,  this  would  help  prevent  you  from  getting  into  trouble  in 
the  future. 

We  understand  that  one  size  doesn't  fit  all;  so  we  asked  them  to 
review  these,  and,  if  they  can  come  up  with  a  better  plan,  by  all 
means  do  it.  We  don't  require  these,  but  when  hospitals  do  have 
an  effective  compliance  plan  in  place,  that  will  be  taken  into  con- 
sideration if  they  do  get  into  trouble  later  on. 

PATH  AUDITS 

Mr.  Porter.  You  probably  realize  that  my  first  question  is  going 
to  be  about  the  PATH  audits. 
Mr.  Mangano.  Yes,  sir. 

Mr.  Porter.  You  and  I  and  Inspector  General  Brown  and  others 
had  a  lengthy  discussion  last  year  about  so-called  "PATH  audits" 
at  teaching  hospitals.  We  included  report  language  about  this  in 
our  report  accompanying  the  House  bill  last  year.  And  basically 
that  language  asked  you  to  stop  the  PATH  audits,  pending  resolu- 
tion of  certain  issues  by  the  GAO  and  the  authorizing  committee. 

Can  you  bring  us  up  to  date  on  exactly  what  you  are  doing  in 
this  area,  and  are  you  just  continuing  on  the  same  track? 

Mr.  Mangano.  Actually,  after  hearing  the  concerns  that  you, 
other  Members,  and  other  people  in  the  private  sector  had  about 
this  project,  we  undertook  last  spring  a  complete  review  of  this  en- 
tire project.  It  took  us  a  number  of  months  to  go  through  that.  We 
went  through  every  document  that  we  could  find  in  law  and  regula- 
tion as  well  as  policy  statements  that  HCFA  had  issued,  contractor 
statements,  et  cetera. 

At  the  conclusion  of  that,  we  took  a  look  at  what  we  had,  and 
basically  we  found  that  the  Medicare  program  was  providing  about 
$8  billion  to  hospitals  to  provide  for  the  training  of  residents  and 


177 


interns.  Some  of  that  training  included  the  general  supervision  of 
those  physicians. 

We  then  looked  for  what  would  be  required  of  teaching  hospitals 
in  this  setting.  We  reviewed  the  1967  regulation  stating  that  physi- 
cians, in  order  to  be  able  to  bill  for  a  Part  B  service — this  is  a  pa- 
tient visit — needed  to  provide  personal  identifiable  direction. 

Over  the  next  few  years,  HCFA  began  to  interchange  that  des- 
ignation with  personal  identifiable  services.  We  looked  at  every 
document  that  HCFA  had  issued  during  that  time,  and  we  found 
that  the  overwhelming  majority  of  those  documents  instructed 
their  regional  offices  and  the  contractors  that  the  physician  had  to 
deliver  the  service  either  himself  or  herself,  or  to  be  present  when 
the  resident  performed  that  service. 

Not  every  document,  though,  was  that  specific.  We  did  not  come 
across  a  single  document,  though,  that  said  that  you  could  bill 
Medicare  and  not  be  present  during  the  service.  So  we  then  took 
a  look  at  the  contractors  who  have  the  responsibility  to  disseminate 
that  information  to  the  health  care  providers  in  their  local  commu- 
nity. We  found  that,  the  overwhelming  majority  of  those,  in  their 
guidance  to  health  care  providers,  indicated  that  in  order  to  pro- 
vide a  service — in  order  to  provide  a  personal  identifiable  direc- 
tion— you  had  to,  among  other  things,  be  physically  present  when 
the  resident  provided  the  service,  or  provide  it  yourself. 

We  did  find  some  contractors,  though,  that  did  not  give  that  spe- 
cific advice;  they  were  either  silent  on  the  issue  or  were  not  as 
clear  as  most  of  the  others.  So  what  we  decided  to  do  was  to  say, 
in  order  to  be  absolutely  fair  in  this,  we  will  only  pursue  those  re- 
views where  it  was  clear  from  the  contractor  providing  information 
to  the  health  care  providers  in  those  communities,  through  policy 
directives  from  them,  or  audits  that  were  conducted  with  the  hos- 
pital where  they  had  pointed  those  things  out  in  the  past.  So  where 
there  was  confusion,  we  have  not  pursued  it.  We  only  pursued  it 
where  we  believed  that  the  contractors  did  an  effective  job  in  those 
communities. 

Mr.  Porter.  And  that  is,  in  the  time  frame,  what  years  to  what 
years? 

Mr.  MANGANO.  Our  reviews  right  now  are  covering  the  time  pe- 
riod July  1995  through  June  30th  of  the  next  year. 

Mr.  Porter.  And  how  many  audits  do  you  have  open  at  the 
present  time? 

Mr.  Mangano.  We  have  about  40. 

Mr.  Porter.  About  40.  Okay. 

KENNEDY-KASSEBAUM  FUNDING 

Let  me  get  back  here.  Your  budget  for  the  current  fiscal  year  is 
about  $116  million,  about  72  percent  of  which  comes  from  money 
that  is  outside  the  annual  appropriations  process.  Most  of  your 
money  comes  now  from  funds  that  were  appropriated  a  couple 
years  ago  in  the  Kennedy-Kassebaum  health  care  bill.  That  part  of 
your  budget  has  been  growing  pretty  rapidly,  about  20  percent  in 
fiscal  year  1998,  and  you  expect  another  15  percent  increase  in 
1999. 
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Since  these  funds  do  not  come  through  the  Appropriations  Com- 
mittee, who  actually  determines  how  much  you  will  get  each  year 
from  this  funding  source? 

Mr.  Mangano.  By  law,  the  Attorney  General  and  Secretary  of 
HHS  consult  with  one  another  and  determine  how  much  would  be 
appropriated  to  the  OIG. 

Mr.  Porter.  Last  year,  when  you  were  here  testifying  on  your 
fiscal  year  1998  budget,  you  told  the  committee  you  expected  to  re- 
ceive $80,500,000  from  the  Kennedy-Kassebaum  bill  for  1998  and 
that  it  would  fund  691  FTEs.  Now  we  see  this  year  that  your  1998 
estimates  have  been  revised  upwards,  so  that  you  expect  to  get 
$84,650,000  and  851  FTEs. 

This  is  an  increase  of  160  FTEs  over  what  you  originally  told  the 
committee,  or  nearly  25  percent.  How  do  you  explain  that  very  sig- 
nificant difference  in  your  FTE  estimate? 

Mr.  Mangano.  The  Secretary  and  Attorney  General  decided  that 
much  later  than  the  time  that  we  had  testified  at  the  Appropria- 
tions Committee.  At  the  time  of  the  hearing,  we  were  using  figures 
that  represented  the  minimum  amount  of  money.  The  minimum 
amount  of  money  that  we  could  be  receiving  this  fiscal  year  would 
have  been  $80  million;  the  maximum  would  have  been  $90  million. 
The  Secretary  and  Attorney  General  didn't  determine  what  the 
specific  amount  would  be  until  much  later. 

HHS  IMPLEMENTATION  OF  GPRA 

Mr.  Porter.  We  have  been  talking  with  GAO,  as  you  know, 
about  GPRA  and  the  departments  that  we  fund.  Give  us  your  over- 
all assessment  of  where  the  Department  of  Health  and  Human 
Services  stands  with  respect  to  implementation  of  GPRA.  Are  they 
doing  a  credible  job  at  the  Department? 

Mr.  Mangano.  I  think  this  is  a  terribly  difficult  process  for  agen- 
cies to  be  going  through.  And  this  is  the  first  year  that  the  Depart- 
ment has  come  up  with  this  schedule.  I  think  it  is  a  good  first 
start.  It  is  not  where  they  want  to  end  up.  It  is  not  where  we 
would,  I  think,  want  to  see  them  end  up  or  where  you  would  want 
to  see  them  end  up. 

We  see  encouraging  signs.  There  are  a  number  of  very  good  out- 
come-oriented performance  centers.  I  can  recall  some  in  the  Cen- 
ters for  Disease  Control  where  they  talk  about  reducing  the  inci- 
dence of  particular  diseases  by  certain  percentages — very  specific 
figures.  There  are  other  areas  of  the  plan  that  are  much  softer. 

We  will  be  looking  at  a  few  of  these  performance  plans  in  the 
agency.  But  we  really  haven't  conducted  any  reviews  ourselves  of 
the  standards  that  have  now  been  published.  But  we  think  the  De- 
partment will  get  better  each  year. 

Mr.  Porter.  I  think  that  answers  the  question. 

Ms.  Northup. 

HOSPITAL  AUDITS 

Ms.  Northup.  Thank  you.  I  would  like  to  go  to  some  of  your  hos- 
pital audits  that  are  being  conducted  that  are  not  along  the  PATH 
reviews.  I  don't  think  that  is  what  they  are.  I  certainly  have  a 
number  of  hospitals  I've  talked  to  concerned. 
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First  of  all,  it  is  my  understanding  that  over  the  years  the  hos- 
pitals have  used  the  compliance  officers  at  HCFA  to  say,  okay,  is 
this  bill  incorrect?  Is  this  proper?  Is  this  right?  And  they  have  re- 
ceived answers  that  what  they  are  doing  is  correct. 

Now,  it  is  my  understanding  that  they  are  being  contacted  by  the 
Department  of  Justice  with  a  charge  that  they  have  billed  fraudu- 
lently in  the  past  billing  procedures  that  were  approved  by  the 
compliance  officer,  and  that  the  approach  is  along  the  lines  of,  if 
you  pay  this  fee  now  and  if  you  plead  guilty  to  something,  we  will, 
close  the  record. 

Does  that  sound  familiar  to  you? 

Mr.  Mangano.  What  you  have  stated  sounds  familiar,  but  I 
think  I  would  take  a  different  view  of  it.  In  the  past,  hospitals, 
health  care  providers  in  all  fields  would  rely  on  the  Medicare  con- 
tractors to  provide  them  guidance  on  what  was  an  appropriate  bill 
and  what  was  not.  I  think  the  results  that  we  had  from  taking  the 
first  review  of  the  HCFA  financial  statement  showed  us  how  enor- 
mous the  problem  of  improper  payments  was. 

I  mentioned  $23  billion.  $23  billion  is  a  lot  of  money.  That  $23 
billion  would  pay  for  every  one  of  the  Public  Health  Service  agen- 
cies' budgets  for  this  particular  year.  It  would  be  an  amount  equal 
to  almost  twice  the  amount  of  budget  for  NIH. 

Now  let  me  return  to  this.  The  Department  of  Justice  has  a  re- 
sponsibility to  review  the  facts  in  the  situation  and  to  determine 
whether  a  false  claim  has  been  submitted.  Our  job  is  to  do  inves- 
tigations and  audits  and  to  present  that  information  back  to  the 
Health  Care  Financing  Administration  and  ask  them  to  take  an 
overpayment.  Or,  if  we  see  a  situation  of  abuse,  we  turn  it  over  to 
the  Justice  Department. 

I  will  give  you  one  example  of  that.  One  of  the  projects  that  we 
are  operating  is  what  is  commonly  referred  to  as  the  72-hour 
project.  This  project  is  designed  to  see  that  hospitals  have  accu- 
rately billed  for  services  of  inpatients  in  the  hospitals. 

Under  the  prospective  payment  system,  the  DRG  system  that 
they  operate,  a  person's  bill  is  to  be  covered  by  one  DRG  based  on 
the  patient's  diagnosis.  That  bill  is  to  cover  all  nonphysician  serv- 
ices provided  from  3  days  prior  to  their  entry  into  the  hospital,  and 
including  through  the  hospital  stay.  So  the  DRG  payment  is  a  one- 
payment-pays-everything. 

What  we  began  to  find  out  in  the  late  1980s  was  that  hospitals 
were  submitting  bills  for  the  DRG,  but  were  also  billing  for  out- 
patient services,  for  example,  for  X-rays  taken  the  day  before  the 
patient  was  admitted  to  the  hospital.  We  conducted  four  audits  in 
this  area  over  a  series  of  4  or  5  years.  Every  one  of  those  audits 
found  that  hospitals  were  billing  outside  the  DRG. 

We  turned  our  information  over  to  HCFA.  HCFA  went  back  and 
took  an  overpayment.  There  was  over  $100  million  that  was  at 
fault  here. 

After  the  fourth  audit,  we  concluded  there  could  not  be  a  hospital 
in  this  country  that  did  not  know  that  this  was  inappropriate.  We 
then  started  turning  that  information  over  to  the  Department  of 
Justice  who  found  it  to  be  a  violation  of  the  False  Claims  Act.  They 
began  negotiating  with  hospitals  across  the  country  to  get  a  repay- 
ment. 
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Ms.  Northup.  How  many  hospitals  would  you  say  across  the 
country  are  currently — right  now  being  approached  by  the  Depart- 
ment of  Justice? 

Mr.  Mangano.  There  would  be  quite  a  few.  As  of  October  1st, 
there  were  380  hospitals  that  had  entered  into  a  repayment  pro- 
gram. 

Ms.  Northup.  But  there  are  far  more  than  that  that  haven't  en- 
tered into  a  repayment  program? 

Mr.  Mangano.  As  of  October,  I  believe  most  were  pretty  much 
opting  into  the  program  because  the  program  was  a  graded  pen- 
alty. If  it  was  the  first  time  for  the  hospital  or  their  errors  were 
very  low,  all  we  asked  was  that  they  repay  what  they  had  over- 
billed  the  Medicare  program.  But  if  they  were  repeat  offenders,  the 
penalties  increased. 

I  think  the  highest  penalty  anybody  would  have  received  from 
this  would  have  been  triple  damages.  But  that  would  have  been  a 
hospital  that  was  a  repeat  offender  and  one  with  high  errors. 

Ms.  Northup.  Let  me  back  up  a  minute. 

First  of  all,  I  think  in  the  beginning  I  asked  the  question,  wheth- 
er or  not  compliance  officers  had  told  the  hospitals  that  these  were 
correct  billing  procedures. 

Is  your  evidence  that  they  are  correct,  that  these  compliance  offi- 
cers had  accepted  these  as  correct  billing  procedures? 

Mr.  Mangano.  That  is  not  my  understanding.  But  to  be  honest 
with  you,  I  haven't  looked  at  that  particular  issue  as  to  whether 
the  compliance  officers  said  the  billing  was  correct. 

What  we  would  basically  do  would  be  to  go  back  to  the  Medicare 
contractors  who  had  serviced  that  particular  hospital  or  physician 
or  whatever,  and  we  would  ask  what  they  told  the  hospitals.  It  has 
been  our  experience  that  on  this  72-hour  window  project,  for  exam- 
ple, that  HCFA  has  been  very  consistent  in  saying  that  you  may 
not  bill  in  this  manner.  That  concept  was  inherent  in  the  develop- 
ment of  the  DRG  system. 

Ms.  Northup.  Would  you  agree  that  a  hospital  that  had  gotten 
information  from  a  compliance  officer  that  said  this  is  a  correct  bill- 
ing procedure,  that  they  shouldn't  be  prosecuted  by  the  Depart- 
ment of  Justice? 

Mr.  Mangano.  Well,  you  know,  that  is  a  decision  that  the  De- 
partment of  Justice  has  to  make.  What  we  would  look  at  would  be 
the  underlying  facts  of  the  situation. 

Ms.  Northup.  Wait,  let  me  back  up  a  minute. 

It  is  in  HCFA.  Now,  how  does  it  get  to  the  Department  of  Jus- 
tice? 

Mr.  Mangano.  If  we  believe  that  a  false  claim  has  been  submit- 
ted and  it  is  an  abusive  situation,  we  would  take  our  audit  findings 
and  turn  them  over  to  the  Department  of  Justice  and  say,  we  be- 
lieve that  abuse  has  occurred  here.  You  review  this  data  and  see 
if  you  agree  with  us.  If  you  agree  with  us,  then  you  determine  what 
action  is  needed. 

HEALTH  CARE  FRAUD  AND  ABUSE  CONTROL  ACCOUNT 

Ms.  Northup.  Well,  first  of  all,  you  know,  I  notice  that  the  Sec- 
retary today  said  that  over  $1  billion,  I  think,  has  been  recovered. 
And  she  said  it  has  been  returned  to  the  trust  fund,  and  I  guess 
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I  would  just  assume  that  she  meant  that  was  the  Medicare  Trust 
Fund.  But  from  looking  at  the  information  in  front  of  me,  it  looks 
to  me  like  it  goes  into  a  special  account,  the  Health  Care  Fraud 
and  Abuse  Control  account,  that  then  funds  additional — in  other 
words,  there  is  every  incentive  to  turn  everything  over,  to  demand 
a  quick  plea  of  guilty,  and  to  pay  the  fine  so  that  you  put  it  back 
in  your  account  and  pay  your  salary  and  start  the  next  one.  It 
doesn't  go  back  into  the  Medicare  Trust  Fund. 

Mr.  Mangano.  Yes,  it  does.  The  money  is  returned  back  to  the 
Hospital  Insurance  Trust  Fund,  all  of  it,  almost  $1  billion  last  year, 
to  help  guard  against  this  very  issue. 

Ms.  Northup.  Wait  a  minute.  I  am  confused.  Here  it  says  it  is 
deposited  in  the  Federal  Hospital  Trust  Fund,  but  that  there  is  a 
separate  expenditure  account. 

Mr.  Mangano.  I  want  to  get  into  that,  and  I  will  explain  it  be- 
cause I  think  I  can  clear  this  up. 

When  the  framers  put  this  legislation  together,  one  of  the  things 
that  they  were  concerned  about  was  a  bounty  system;  that  is,  that 
it  may  unleash  Federal  Inspectors  General,  the  FBI,  and  the  De- 
partment of  Justice  to  just  go  after  people  so  they  can  increase 
their  budgets  each  year.  So  one  of  the  protections  that  they  built 
into  that  legislation  was  to  say  that  regardless  of  what  you  put 
back  into  the  trust  fund,  we  are  going  to  tell  you  up  front  for  the 
next  7  years  exactly  how  much  money  you  are  going  to  get  back 
from  the  trust  fund.  So  they  give  us  ranges. 

This  particular  year,  fiscal  year  1998,  our  range  was  between  $80 
and  $90  million.  It  wouldn't  have  mattered  whether  we  put  a  bil- 
lion dollars  in  or  $100  million  into  the  trust  fund  in  terms  of  the 
amount  of  money  that  we  would  get.  So  the  money  goes  back  into 
the  trust  fund,  and  the  amounts  that  we  get  are  set  within  a  range 
for  each  year. 

FALSE  CLAIMS  ACT 

Ms.  Northup.  How  do  you  decide  between  whether  or  not  to 
apply  the  Medicare  fraud  bill  that  was  passed  last  year  or  the 
False  Claims  Act? 

Mr.  Mangano.  You  are  talking  about  the  Health  Insurance  Port- 
ability and  Accountability  Act  from  1996? 

Ms.  Northup.  Yes. 

Mr.  Mangano.  That  bill  basically  set  up  a  mechanism  here  to 
create  a  Health  Care  Fraud  and  Abuse  Control  Program.  What  the 
designers  had  in  mind  was  that  the  Department  of  Health  and 
Human  Services  Inspector  General  would  work  with  the  Attorney 
GeneraTs  office  to  develop  a  comprehensive  program  to  attack 
fraud  and  abuse  across  the  country,  and  that  is  what  that  program 
is  designed  to  do. 

One  of  the  weapons  that  the  Department  of  Justice  has,  among 
many  others,  is  the  False  Claims  Act;  the  False  Claims  Act  origi- 
nally passed  in  1863,  and  was  amended  in  1986.  It  is  designed  to 
I  appoint  penalties  for  those  persons  who  knowingly  and  in  reckless 
disregard  of  the  truth,  of  the  law,  falsely  bill  the  Medicare  program 
and  any  other  Federal  program. 
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Ms.  Northup.  It  was  1863,  so  I  think  it  was  before  we  had  Medi- 
care. But  has  any  other  administration  ever  applied  this  law  to 
Medicare  claims  before  this  administration? 

Mr.  Mangano.  Oh,  sure,  absolutely.  The  False  Claims  Act?  Yes, 
absolutely. 

Ms.  Northup.  Okay. 

Mr.  Mangano.  In  fact,  it  became  a  very  helpful  device  in  1986, 
when  the  Congress  built  in  some  Qui  Tarn  provisions,  which  basi- 
cally said  that  if  a  whistle-blower  comes  to  the  government  and  un- 
covers a  case  of  fraud,  that  whistle-blower,  in  exchange  for  coming 
forward  and  presenting  the  facts  of  the  matter,  can  also  reap  some 
benefits  in  terms  of  money  in  those  provisions.  And  actually,  since 
1986  to  now,  the  number  of  Qui  Tarn  suits  that  people  have  been 
filing  with  the  Department  of  Justice  has  increased  quite  dramati- 
cally. 

Ms.  Northup.  Well,  in  conclusion,  I  am  sure  my  time  is  up  is, 
so  let  me  just  say  that  I  think  my  concern  is  that  in  Kentucky,  and 
especially  in  the  rural  parts,  there  are  nonprofit  hospitals,  hos- 
pitals that  have  used,  many  of  them,  the  same  consultants  who 
have  come  in  to  help  them,  yes,  maximize  their  Medicare  money 
and  they  have  advised  codes,  codes  that  have  been  approved  by 
compliance  officers. 

I  mean,  obviously  these  rural,  nonprofit  hospitals  are  barely  get- 
ting by,  and  maximizing  Medicare  is  legitimate.  I  mean,  they  cer- 
tainly can't  provide  services  and  underbill  either.  So  they  have 
used  these  consultants;  they  have  gotten  compliance  officers  to  ap- 
prove them.  Now  they  find  themselves  in  a  position  of  being  asked 
to  pay  enormous  funds  or  being  subject  to  prosecution  by  the  De- 
partment of  Justice,  which  includes  criminal  prosecution,  three 
times  the  billing.  Obviously,  it  is  not  considered  excessive  because 
they  are  just  being  asked  to  repay,  dollar  for  dollar. 

And  one  hospital  in  fact  became  concerned  and  did  their  own 
audit.  Secretary  Reno  encouraged  the  hospitals  to  self-report,  prom- 
ising that  they  would  be  very  carefully  taken  care  of  and  would 
only  repay  what  they  owed,  no  fine  on  top  of  it. 

Instead,  they  got  a  wall-to-wall  audit,  subject  to  double  and  triple 
for  anything  else  that  they  found,  which  wasn't  excessively  in  the 
big  picture,  in  the  global  of  all  they  billed,  but  for  this  hospital  it 
was  enough  to  make  them  close  their  doors.  And  it  has  a  ring  of 
the  IRS  to  me,  and  of  maximizing  not  who  misbehaves,  which  of 
course  is  our  goal — to  target  those  people  who  have  any  sort  of 
criminal  intent — but  rather  to  be  overaggressive  in  a  type  of  soci- 
ety— that  we  would  expect  in  something  other  than  a  democracy. 
And  that  is  a  concern  to  me. 

I  have  talked  to  the  authorizing  committee.  I  am  hopeful  that 
there  will  be  some  hearings  on  this.  But  I  am  very  concerned  about 
excessive  force  and  abuse  of  laws  in  a  way  they  haven't  been  ap- 
plied in  the  past. 

Thank  you,  Mr.  Chairman. 

FUNDING  FOR  MEDICAID  WORK 

Mr.  Porter.  Thank  you,  Ms.  Northup. 

Mr.  Mangano,  we  are  a  little  confused  about  how  you  are  funding 
your  work  under  the  Medicaid  program.  The  Kennedy-Kassebaum 
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law  clearly  states  that  the  funds  available  under  that  act  were 
available  for  both  Medicare  and  Medicaid  activities.  Yet,  we  have 
been  told  by  some  that  you  are  funding  Medicaid  activities  out  of 
your  discretionary  budget  and  not  from  Kennedy-Kassebaum  fund- 
ing. The  budget  documents  clearly  imply  that  you  are  using  the 
Kennedy-Kassebaum  money  for  Medicaid  purposes. 

If  this  is  not  the  case,  can  vou  explain  all  this  to  us? 

Mr.  Mangano.  Sure.  We  fund  all  of  our  Medicare  and  Medicaid 
work  out  of  the  money  that  we  receive  through  the  Health  Insur- 
ance Portability  and  Accountability  Act.  The  discretionary  money  is 
used  for  all  other  purposes. 

NON-MEDICARE  BUDGET 

Mr.  Porter.  That  is  straightforward  enough. 

The  budget  request  for  the  part  of  your  work  load  that  is  not  re- 
lated to  Medicare  or  Medicaid  is  going  down  in  1999.  This  is  the 
part  of  your  budget  that  is  handled  through  the  normal  appropria- 
tions process. 

Is  your  other  work  load  declining  or  have  you  made  a  decision 
to  put  a  lesser  priority  on  your  other  responsibilities? 

Mr.  Mangano.  I  am  very  much  aware  that  the  President  has 
very  difficult  choices  to  make  in  how  to  determine  how  much 
money  people  get  to  do  the  activities  of  their  office.  I  know  he  has 
to  consider  the  concerns  of  the  health  agencies  in  our  department 
and  the  children  and  families  programs. 

The  President  has  decided  to  reduce  our  budget  for  this  year  by 
$3  million,  and  we  will  produce  the  best  possible  results  for  the  $29 
million  that  we  receive. 

OIG  PERFORMANCE  GOALS 

Mr.  Porter.  Actually,  the  President  only  puts  together  a  budget 
that  everybody  reads  and  looks  at  and  talks  about,  but  it  is  never 
adopted.  So  we  have  to  worry  about  the  real  world. 

He  worries  about  the  press  and  the  groups  that  are  interested  in 
the  budget. 

How  is  the  Inspector  GeneraTs  Office  itself  complying  with  the 
Results  Act?  How  did  you  establish  the  actual  performance  goals 
for  your  own  office? 

Mr.  Mangano.  We  produced  a  strategic  plan  back  a  number  of 
years  ago.  1994,  I  think,  was  the  first  year  we  produced  it;  and  we 
had  three  goals.  Our  performance  standards  then  relate  to  the 
three  goals. 

In  our  congressional  justification,  we  included  what  our  goals 
were  and  the  standards  that  we  would  use  to  work  against  that. 

The  first  goal  was  to  have  a  positive  impact  on  HHS  programs, 
and  we  thought  that  one  of  the  performance  indicators  we  ought 
to  use  or  the  most  important  was  return  on  investment.  If  we  are 
doing  our  job  right,  we  ought  to  be  returning  money  to  the  tax- 
payers in  two  ways:  the  first  would  be  through  expected  recoveries 
through  our  investigations  and  our  audits  and  the  second  through 
savings  against  future  expenditures. 

We  make  a  number  of  recommendations  on  the  basis  of  our  eval- 
uations and  audits  each  year  that  will  help  prevent  the  expendi- 
tures of  money  that  shouldn't  be  spent.  We  were  very  pleased,  for 
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example,  in  the  Balanced  Budget  Act  of  1997  that  many  of  the  rec- 
ommendations we  had  made  were  adopted  by  the  Congress  and 
will  save  a  great  deal  of  money. 

So  the  first  important  performance  indicator  we  had  was  on  the 
basis  of  return  on  investment. 

We  had  two  other  areas.  The  second  area  was  managing  effec- 
tively and  efficiently,  and  here  we  concentrated  on  a  couple  of  dif- 
ferent performance  measures  that  we  thought  would  be  effective. 
One  was  to  have  90  percent  of  our  reports  produced  within  1  year 
from  the  time  we  started  it.  An  effective  and  efficient  organization 
ought  to  be  able  to  do  that  over  time. 

We  also  felt  it  was  important  to  make  sure  that  our  employees 
had  the  tools  that  were  needed  to  do  their  job.  So  we  are  holding 
ourselves  to  100  percent  responsibility  there. 

The  third  area  was  in  attracting  and  retaining  a  diversified,  com- 
mitted staff;  some  of  the  indicators  we  are  using,  include  our  aver- 
age training  per  employee  per  year  and  the  percentage  of  employ- 
ees that  file  grievances.  We  also  do  an  employee  survey  every  3 
years  that  looks  at  how  satisfied  they  are  with  the  job.  We  have 
tried  to  balance  out  the  results  of  our  office  with  some  internal 
process  planning. 

EMPLOYEE  SATISFACTION 

Mr.  Porter.  I  don't  know  of  any  other  office — m^iybe  I  just  sim- 
ply don't  know — that  measures  employee  satisfaction. 

Why  did  you  look  at  this  when  others  aren't? 

Mr.  Mangano.  Well,  when  the  Inspector  General  came  here  4 
years  ago,  she  was  concerned  that  we  may  not  be  doing  the  best 
job  that  we  could  be  doing;  and  one  of  the  ways  to  find  out  how 
well  we  are  doing  is  to  survey  the  employees.  We  did  one  about  4 
years  ago;  and  then  we  did  a  follow-up  a  year  or  two  after  and 
asked  the  employees  lots  of  questions  about  how  they  do  their  work 
including  how  well  management  is  doing,  are  we  paying  attention 
to  poor  performers,  and  do  they  have  the  tools  to  do  their  job. 

We  found  that  that  information  was  extremely  useful  for  us.  It 
gave  the  managers  feedback  that  they  wouldn't  have  necessarily 
gotten  if  they  just  called  people  into  their  office  and  asked  them 
and  gotten  a  direct,  honest  answer.  So  it  was  valuable  to  us. 

MONITORING  OIG  PERFORMANCE 

Mr.  Porter.  Now,  who  looks  at  your  performance  under  GPRA? 
Mr.  Mangano.  The  Inspector  General's  performance? 
Mr.  Porter.  Yes. 

Mr.  Mangano.  Well,  I  am  assuming  that  the  Congress  clearly 
will  look  at  it  and  this  committee  and  the  Senate  Appropriations 
Committee  will  look  at  it. 

Mr.  Porter.  You  look  at  the  department's. 

Mr.  Mangano.  Yes,  I  know. 

Mr.  Porter.  Who  looks  at  yours? 

Mr.  Mangano.  You  look  at  ours;  and,  of  course,  the  Secretary 
will  look  at  ours.  The  General  Accounting  Office  is  also  looking  at 
many  of  the  things  that  are  in  ours,  and  they  will  be  doing  that 
every  year  now. 
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Mr.  Porter.  They  are.  We  have  asked  them  to;  and  they  have 
been  here  to  testify  for  the  whole  Department,  including  the  In- 
spector General. 

Mr.  Mangano,  thank  you  very  much  for  your  very  direct  and  good 
testimony  this  afternoon,  for  the  good  job  that  you  are  doing.  We 
appreciate  very  much  your  coming  to  testify. 

Mr.  Mangano.  Thank  you  very  much. 

Mr.  Porter.  Thank  you.  The  subcommittee  will  stand  in  recess 
until  10:00  a.m.  tomorrow. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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EXCLUSION  OF  MANUFACTURERS 

Mr.  Porter:  The  HHS  Office  of  Inspector  General  recently  (September  8,  1997) 
proposed  a  regulatory  change  which  would  expand  its  authority  by  permitting  the  OIG  to 
exclude  pharmaceutical  and  medical  equipment  manufacturers  from  participation  in 
medicare  and  medicaid.  This  penalty  is  proposed  to  be  added  to  already  existing  federal 
authority  to  impose  significant  criminal,  civil  and  administrative  monetary  penalties  on 
manufacturers.  The  OIG  explained  that  exclusion  would  mean  that  a  hospital,  physician 
or  other  health  care  provider  could  not  receive  reimbursement  if  a  patient  was  treated 
using  the  excluded  manufacturer's  products.  Putting  aside  for  the  moment  the  serious 
question  of  whether  the  Congress  intended  the  exclusion  penalty  to  apply  to 
manufacturers  (which  do  not  bill  medicare  or  Medicaid,  and  do  not  participate  directly  in 
these  programs),  my  question  is:  How  could  this  proposal  possibly  be  implemented 
without  depriving  beneficiaries  of  access  to  medically  appropriate  care  or  creating  an 
economic  and  administrative  burden  of  unjustifiable  proportions  for  providers  who,  as  a 
result,  will  not  be  able  to  be  paid  for  furnishing  medically  appropriate  care  (for  example, 
the  hospital  that  had  invested  in  an  excluded  manufacturer's  state-of-the-art  MRI 
machine,  or  provides  a  patient  with  a  sole  source  drug  made  by  an  excluded 
manufacturer,  or  has  selected  an  excluded  manufacturer's  product  as  the  best  available 
surgical  device  or  implant)? 

Ms.  Brown:  The  Department  has  an  ongoing  obligation  to  impose  mandatory 
program  exclusions,  as  required  by  law,  e.g.,  when  an  individual  or  entity  is  convicted  of 
a  health  care  related  felony.  Notwithstanding  the  difficulty  in  monitoring  and 
administering  exclusions  against  so-called  "indirect"  providers,  we  believe  that  an 
exception  for  indirect  participants  in  Federal  health  care  programs,  e.g.,  manufacturers,  is 
not  appropriate  as  a  matter  of  policy.  Just  as  nurses,  home  health  aides,  administrators 
and  others  who  do  not  bill  the  programs  directly  for  their  services  have  been  subject  to 
program  exclusions  over  the  years,  e.g.,  for  convictions  of  patient  abuse  or  neglect,  we 
believe  that  untrustworthy  manufacturers  and  suppliers  of  drugs,  medical  devices,  durable 
medical  equipment  and  other  reimbursable  items,  who  pose  a  risk  to  the  programs  and 
beneficiaries,  must  be  treated  in  a  similar  fashion. 

In  clarifying  the  definition  of  the  term  "furnished"  in  the  Department's  proposed 
regulations,  we  indicated  that  the  OIG  will  impose  program  exclusions  on  indirect 
providers,  when  appropriate  and  authorized  by  law.  We  do  not  expect  that  manufacturers 
will  often  be  convicted  and  subject  to  a  mandatory  program  exclusion.  However,  in  those 
unusual  occasions  when  a  manufacturer  is  convicted,  we  cannot  justify  treating  it  more 
favorably  than  we  would  treat  others  similarly  convicted.  Moreover,  the  concern  for 
protecting  the  programs  and  beneficiaries  from  those  who  are  untrustworthy  applies  to  all 
those  convicted  of  health  care  criminal  offenses. 

The  well-being  of  beneficiaries  is,  of  course,  of  the  utmost  concern  to  the  Department. 
In  those  infrequent  cases  where  a  manufacturer  is  convicted  of  health  care-related  fraud, 
the  OIG  plans  on  carefully  examining  the  affected  items  or  services  and  possible 
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alternatives,  and  on  a  case-by-case  basis,  providing  the  necessary  guidance  to  affected 
direct  providers  and  beneficiaries.  Our  interest  is  in  enforcing  program  exclusions  while 
ensuring,  with  reasonable  assurance,  that  no  harm  comes  to  program  beneficiaries  and 
direct  providers.  When  appropriate  and  permitted  by  law,  the  OIG  will  entertain  requests 
for  waiver  of  program  exclusion,  such  as,  for  example,  where  a  convicted  pharmaceutical 
company  manufactures  the  only  drug  deemed  effective  to  treat  a  particular  disease. 

In  conclusion,  we  have  developed  a  rule  which  is  designed  to  treat  all  individuals  and 
entities  convicted  of  criminal  offenses  in  a  similar  manner.  Regardless  of  whether  a 
manufacturer  of  items  of  services  is  convicted  of  a  health  care-related  felony,  or  a  nurse's 
aide  is  convicted  of  patient  abuse  or  neglect,  if  an  individual  or  entity  is  subject  to  the 
statutory  exclusion  authority  provided  to  the  Department,  it  is  the  OIG's  view  that  they 
should  be  treated  consistently  under  the  regulations. 


FY  1998  FTE  ESTIMATE 


Mr.  Porter.  Last  year  when  you  were  here  testifying  on  your  FY  1998  budget,  you 
told  the  Committee  that  you  expected  to  receive  $80,500,000  from  the  Kennedy- 
Kassebaum  bill  for  1998  and  that  it  would  fund  691  FTE.  Now  we  see  this  year  that  your 
1998  estimates  have  been  revised  upward  so  that  you  expect  to  get  $84,650,000  to  fund 
851  FTE.  That  is  an  increase  of  160  FTE  over  what  your  originally  told  the  Committee, 
or  nearly  25  percent.  How  do  your  explain  that  very  significant  difference  in  your  FTE 
estimate  for  1998? 


Ms.  Brown:  The  Secretary  and  Attorney  General  decided  the  amounts  later  in  the 
year.  At  the  time  our  budget  justification  was  prepared,  we  used  the  FY  1997  amount 
($70  million)  plus  1 5  percent  as  an  estimate.  The  authorized  range  was  $80  million  to 
$90  million. 


HCFAC  FUNDING  AND  FTE 


Mr.  Porter:  Your  FY  1999  estimate  is  for  $97,350,000  to  support  966  FTE.  How 
reliable  are  these  FY  1999  estimates?  Should  we  expect  them  to  change  significantly 
also? 


Ms.  Brown:  In  FY  1999  the  Health  Insurance  Portability  and  Accountability  Act 
(HIPAA)  appropriates  to  the  Health  Care  Fraud  and  Abuse  Control  (HCFAC)  Program 
$137.5  million,  or  a  15  percent  increase  over  the  FY  1998  funding  level.  Of  this  amount, 
not  less  than  $90  million  and  no  more  than  $100  million  is  authorized  for  OIG  work 
involving  Medicare  and  Medicaid  fraud  and  abuse.  The  FY  1999  estimate  of  HIPAA 
funding  shown  in  OIG's  budget  justification  is  based  on  this  15  percent  increase  over  the 
FY  1998  allocation  of  $84,650,000.  This  percentage  was  also  applied  to  the  other  HHS 
and  DOJ  participants  within  the  HCFAC  program.  The  actual  allocation  of  funds  for  FY 
1999  will  be  determined  by  the  Secretary  of  HHS  and  the  Attorney  General  over  the  next 
several  months. 
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FTE  LEVELS  1994-  1999 

Mr.  Porter:  In  the  record,  provide  the  data  showing  your  Offices'  total  FTE  levels 
starting  with  FY  1994  and  going  up  to  your  estimate  for  FY  1999. 

Mrs.  Brown:  The  following  table  reflects  OIG  FTE  levels  for  FY  1994  through  FY 
1999: 


FY  1994 

FY  1995 

FY  1996 

FY  1997 

FY  1998 

FY  1999 

Discretionary 

1,253 

1,051 

839 

338 

328 

286 

HCFAC 1 

651 

851 

966 

Reimbursable 2 

87 

33 

24 

23 

Total 

1,253 

1,051  3 

926 

1,022 

1,203 

1,275 

DISCRETIONARY  FTE  REDUCTION 


Mr.  Porter:  You  are  proposing  to  reduce  your  discretionary  FTE  by  42  in  FY  1999,  or 
about  13  percent.  This  is  in  sharp  contrast  to  your  big  staff  increases  under  the  Kennedy- 
Kassebaum  funding.  What  are  we  to  make  of  this? 

Mrs.  Brown:  The  President's  budget  reflects  the  difficult  choices  made  in  prioritizing 
the  discretionary  funding  request  for  HHS.  OIG's  budget  does  reduce  the  level  of  effort 
we  can  apply  to  our  discretionary  initiatives  but  we  will  continue  to  focus  our  efforts  in 
these  areas  to  utilize  our  resources  in  the  most  cost-effective  and  efficient  manner 
possible  to  protect  the  Department's  programs  and  beneficiaries. 

DISCRETIONARY  PRIORITY  AREAS 

Mr.  Porter:  Where  do  you  intend  to  concentrate  your  efforts  in  this  part  of  your 
budget?  What  are  your  main  priorities  in  this  area? 


The  HCFAC  program  began  in  FY  1997  as  legislated  by  the  Health  Insurance 
Portability  Act  of  1996. 

Reimbursable  FTEs  shown  in  Discretionary  for  FY  1994  and  FY  1995. 

Represents  FTE  level  after  SSA  separation  (March  31, 1995). 
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Mrs.  Brown:  The  OIG  engages  in  a  comprehensive  annual  work  planning  process  to 
assure  that  audits,  evaluations,  and  investigations  are  properly  focused,  that  all  program 
risk  factors  are  identified,  and  that  OIG  resources  are  utilized  in  the  most  cost-effective 
and  efficient  manner.  The  projects  identified  for  the  FY  1998-1999  time  frame  will 
address  all  of  the  Secretary's  initiatives  and  the  concerns  expressed  by  the  individuals  and 
entities  served  by  the  OIG.  Some  of  the  significant  initiatives  in  the  discretionary 
program  area  are: 

•  Child  Support  Enforcement.  The  OIG  will  continue  to  evaluate  new  methods  for 
improving  child  support  collections  including  new  systems  under  development  as  a 
result  of  the  1996  welfare  reform  law.  Efforts  will  also  continue  to  investigate 
violations  of  the  Child  Support  Recovery  Act  and  to  bring  to  justice  those  non- 
custodial parents  who  willfully  ignore  their  financial  responsibilities. 

•  Youth  and  Tobacco.  OIG  will  conduct  a  review  of  State  tobacco  control  regulations 
to  assess  implementation  and  compliance  with  Federal  regulations  for  tobacco 
products  including  cigars  and  spit  tobacco.  OIG  will  also  identify  youth  perceptions 
of  the  health  risks  from  all  forms  of  tobacco. 

•  Public  Health  Fraud.  Investigations  of  fraud  in  public  health  programs  are  diverse, 
complex,  and  often  critical  to  protecting  the  health  of  the  American  people.  These 
investigations  will  address  grant  and  contract  fraud,  research  fraud,  and  allegations  of 
wrongdoing.  This  area  is  of  particular  interest  in  view  of  expected  increases  in 
program  grant  funding. 

The  OIG  will  also  perform  work  that  focuses  on  children's  health  insurance 
programs,  as  well  as  welfare,  child  protection,  and  child  development  systems.  These 
areas  are  discussed  in  more  detail  in  the  following  questions. 

HEAD  START  PROGRAM 

Mr.  Porter:  Are  you  planning  to  give  less  attention  to  the  Head  Start  program  than 
you  have  been?  How  will  you  maintain  your  efforts  here? 

Ms.  Brown:  We  are  planning  to  expand  our  attention  to  the  Head  Start  program, 
leveraging  our  resources  by  building  on  the  work  of  State  and  private  reviewers  and  using 
contract  audits.  Also,  we  are  expanding  on  the  results  of  the  legislatively  mandated 
Administration  for  Children  and  Families  (ACF)  onsite  program  reviews  to  target  the 
more  vulnerable  program  areas.  Our  efforts  are  largely  concentrated  on  program-wide 
issues  that  will  result  in  recommendations  for  systemic  solutions.  These  include 
management  information  systems  and  the  implementation  of  the  Early  Head  Start 
program.  Current  work  on  problem  grantees  and  planned  work  focusing  on  health  and 
safety  issues,  and  the  availability  and  use  of  new  technology  by  Head  Start  grantees  is 
aimed  at  increasing  our  knowledge  of  best  practices  and  assist  in  detecting  potential 
problems  in  the  operation  of  the  program.  In  addition,  we  are  following  up  aggressively 
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on  the  independent  audit  reports  prepared  by  the  grantees'  auditors  to  determine  and 
advise  the  ACF  on  the  most  vulnerable  areas  of  the  program.  Finally,  we  are  partnering 
with  the  Head  Start  Bureau  to  provide  contracted  audit  services  under  a  streamlined,  cost 
competitive  procurement  mechanism  to  assist  the  ACF  in  its  efforts  to  strengthen  the 
financial  management  and  program  compliance  capabilities  of  Head  Start  grantees, 
including  implementation  of  GPRA.  We  foresee  an  increase  in  this  and  other  partnership 
arrangements  with  the  Head  Start  Bureau. 

As  a  follow-up  to  earlier  (1993)  reports  on  Head  Start,  we  are  planning  a  review  in 
FY  1999  of  the  Family  and  Community  Partnership  component  of  Head  Start.  This  was 
formerly  the  social  services  area.  We  plan  to  look  at  such  issues  as  staffing  and  the  extent 
to  which  family  needs  are  being  addressed.  We  also  are  considering  doing  a  review  of 
Head  Start  transition  services  and  a  study  of  Head  Start  collaboration  with  child  care 
programs.  We  have  delayed  some  of  our  work  on  Head  Start  until  FY  1999  because  the 
program  has  been  in  the  process  of  implementing  new  performance  measures. 

TANF  IMPLEMENTATION 

Mr.  Porter:  To  what  extent  have  you  started  to  look  at  the  implementation  of  the  new 
welfare  program  Temporary  Assistance  to  Needy  Families,  or  TANF?  Have  the  States 
done  a  good  job  in  getting  this  started? 

Ms.  Brown:  Currently,  we  are  examining  efforts  by  State  TANF  agencies  in 
developing  and  using  client-based  outcome  performance  measures  to  measure  the  impact 
of  welfare  reform.  This  study  will  describe  the  outcome  measures  States  are  using  to 
align  their  programs  with  the  overall  goals  of  welfare  reform.  Over  the  next  year,  we 
plan  to  conduct  a  series  of  early  implementation  studies  of  the  TANF  program.  These 
include  reviewing  State  detection  and  prevention  of  fraud  and  abuse,  State  sanction 
policies,  client  assessments,  technical  assistance  provided  by  the  Department,  and 
coordination  of  TANF  with  other  programs  like  child  support  enforcement  and  child  care. 
With  these  studies,  we  hope  to  provide  an  early  look  at  implementation  highlighting 
innovative  practices  and  problem  areas. 

Welfare  reform  through  the  TANF  program  holds  the  promise  of  helping  needy 
families  obtain  stability  and  self-sufficiency.  The  OIG  has  delayed  work  in  TANF  until 
recently  in  order  to  allow  Federal  and  State  officials  reasonable  time  to  put  the  program 
in  place.  The  focus  of  our  1998  and  1999  work  will  be  to  help  Federal  and  State 
managers  achieve  their  goals  by  providing  them  with  information  on  program  operations 
and  impact.  Some  of  the  issues  which  we  expect  to  cover  includes: 

•  presence  of  systems  to  track  recipients  across  state  lines  in  order  to  preclude 
circumvention  of  time  limits, 

•  use  of  time  limits  and  exemptions  for  recipients, 
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•  income  eligibility  verification  systems'  use  and  cost  effectiveness, 

•  successes  and  barriers  in  meeting  work  participation  requirements, 

•  whether  TANF  goals  are  met  when  States  use  their  flexibility  to  set  up  separate 
programs  under  the  maintenance  of  effort  provision, 

•  accuracy/completeness  of  data  collection  and  reporting, 

•  implementation  and  use  of  the  penalty  provisions, 

•  controls  over  the  transfer  of  TANF  funds  to  other  block  grants,  and 

•  whether  some  administrative  costs  are  being  shifted  to  non-TANF  programs  which 
are  open-ended. 

Health  insurance  is  another  matter  which  we  believe  is  important  to  the  stability  and 
self-sufficiency  of  families.  In  that  regard,  we  are  conducting  a  review  to  determine 
whether  children  under  the  Child  Support  Enforcement  program  received  health  coverage 
through  insurance  provided.by  non-custodial  parents. 

CHILD  CARE 

Mr.  Porter:  What  about  child  care?  What  kind  of  work  are  you  doing  or  planning  to 
do  there?  There  are  now  so  many  different  Federal  child  care  funding  sources  that  it 
clearly  requires  attention. 

Ms.  Brown:  We  just  released  a  report  looking  at  the  child  care  certificate  (voucher) 
system  where  we  found  parental  choice  may  be  restricted  by  low  provider  payment  rates 
and  high  co-payment  rates.  States  are  making  hard  choices  about  how  to  best  allocate 
their  child  care  dollars  between  providing  care  to  increasing  numbers  of  eligible  children, 
adequate  provider  payment  rates  and  appropriate  parental  co-payment  rates.  In  addition, 
we  found  that  consumer  education  appears  limited  and  found  minimal  on-going  and 
professional  monitoring  of  providers,  including  absence  of  background  checks,  especially 
of  license-exempt  providers.  We  make  a  number  of  recommendations  with  respect  to 
professional  inspections  of  child  care  settings,  background  checks,  dissemination  of 
consumer  education.  Ongoing  work  includes  a  review  of  technical  assistance  and  of 
Tribal  Child  Care  and  Development  Fund  program  operations.  Also  planned  is  a  study 
looking  at  State  enforcement  of  State  child  care  health  and  safety  standards. 

Since  child  care  is  a  major  concern  for  families  moving  from  welfare  to  work,  we  are 
planning  to  start  several  child  care  reviews  in  FY  1999.  The  reviews  we  are  considering 
will  cover  many  aspects  of  the  child  care  program  under  the  Child  Care  Development 
Block  Grant  (CCDBG),  including: 
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•  Child  Care  Certificates:  Reasonableness  of  payments  made  to  providers  considering 
the  number  of  children  permitted  by  the  provider's  license  or  certificate. 

•  Administrative  Costs:  Whether  administrative  costs,  now  capped  at  5  percent  of  the 
aggregate  amount  of  CCDBG  funds  available  to  the  State  are  exceeded  or  transferred 
to  other  programs. 

•  Child  Care  for  Low-Income  Families:  If  sufficient  funds  are  available  for  child  care 
to  provide  assistance  to  low-income  families  other  than  the  TANF  recipients. 

•  CCDF:  Whether  controls  have  been  established  to  ensure  that  block  grant  funds  for 
remodeling  and  upgrading  child  care  facilities  are  not  used  for  prohibited  purposes. 

•  30  Percent  Transfer  of  Funds  to  Expand  Child  Care:  Whether  controls  are  effective 
for  tracking  use  of  TANF  and  State  maintenance  of  effort  dollars  to  expand  the 
availability  of  child  care  assistance. 

•  Health  and  Safety  Standards:  Whether  health  and  safety  standards  are  met  by 
providers. 

In  related  matters,  we  will  continue  our  efforts  to  review  the  foster  care  and  child 
support  enforcement  programs: 

•  Private  Child  Placing  Agencies:  States'  use  of  private  child  placing  agencies  for  the 
placement  of  children  in  family  foster  homes  and  whether  the  agencies  are  improperly 
retaining  a  portion  of  the  foster  care  maintenance  payments  as  a  service  fee. 

•  Quality  of  Care:  Whether  privatization  has  had  an  adverse  effect  on  the  quality  of 
care  received  by  foster  children.  This  includes  the  adequacy  of  States'  monitoring  of 
private  child  placing  agencies  to  ensure  that  the  foster  children  are  receiving  quality 
care. 

•  Retroactive  Claims:  Appropriateness  of  the  claims  submitted  by  States  and  the 
validity  of  the  claimed  adjustments. 

•  Child  Support  Data  Systems:  Adequacy  of  the  pre  and  post-award  procurement 
processes  used  by  States  to  assure  timely,  quality  performance  and  cost  containment 
for  management  information  systems. 

•  Enhanced  Collections:  Effectiveness  of  procedures  for  imposing  liens  against  real  and 
personal  property  of  an  absent  parent  who  is  delinquent  in  child  support  payments. 


193 


OFFICE  UPGRADES/FURNITURE 

Mr.  Porter:  We  would  like  to  know  how  much  the  IG's  office  spent  on  various  office 
upgrades,  remodelings,  etc.  in  FY  1997  and  in  FY  1998  to  date.  Also  include  purchases  of  office 
furniture.  We  want  to  know  how  much  of  this,  if  any,  was  done  outside  of  the  GSA  Schedule. 
Please  break  it  down  between  new  offices  that  you  are  opening  and  the  renovation  or  remodeling 
of  already  existing  space. 

Mrs.  Brown:  The  OIG  spent  $2,297,033  in  FY  1997,  and  $809,718  in  FY  1998  (through 
March  31, 1998)  for  construction  of  new  and  renovation  of  existing  space.  Of  these  amounts, 
$998,800  in  FY  1997  and  $439,718  in  FY  1998  were  paid  under  contract  to  GSA  and  the 
Department's  Program  Support  Center  (PSC)  for  the  acquisition,  modification,  and  furnishing  of 
new  investigative  and  audit  field  offices. 

The  remaining  $1,668,233  was  paid  ($1,298,233  in  FY  1997  and  $370,000  in  FY  1998), 
under  contract  to  GSA,  to  increase  the  size  of  existing  space,  where  possible,  or  to  relocate  OIG 
staff  to  larger  facilities  to  accommodate  the  expanding  workforce.  None  of  this  amount  was 
spent  for  remodeling  or  upgrading  existing  office  space  in  regional  or  field  offices. 

In  FY  1997,  $2,717,502  was  spent  to  replace  damaged  furniture  and  to  add  furniture  where 
new  employees  were  being  added  into  existing  and  expanding  space.  None  of  the  furniture, 
fixtures,  and  related  equipment  for  both  field  and  headquarters,  was  purchased  outside  the  GSA 
schedule. 


The  following  table  summarizes  the  above  mentioned  amounts  for  construction  of  new  space, 
renovation  of  existing  space,  and  furniture  and  equipment  purchases: 


FY  1997 

FY  1998 
(through  3/31/98) 

Total  OIG: 

New  office  space  construction 
New  space  added  to  existing  space 

$998,800 
863,449 

$439,718 
188,700 

Existing  office  space  renovation 

434,784 

181,300 

Furniture 

2.717.502 

Total  OIG 

$5,014,535 

$809,718 
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MEDICARE  FRAUD-BENEFICIARY  KNOWLEDGE 

Ms.  Northup:  I  was  concerned  to  see  your  report  about  the  lack  of  beneficiary 
awareness  of  medicare  Fraud  programs.  I  have  received  so  many  letters  from 
beneficiaries  who  have  carefully  read  their  billing  and  found  mistakes  and  have 
recommended  that  the  government  take  a  more  careful  look,  not  knowing  that  they 
could  help  the  government  in  this  project.  Could  you  go  into  more  detail  about  your 
findings,  your  recommendations  to  HCFA,  and  follow-up  survey  you  will  provide. 

Ms.  Brown:  More  than  half  of  beneficiaries  responding  to  our  survey  believe  that 
Medicare  fraud  is  common,  but  they  overwhelmingly  agree  that  it  is  their  personal 
responsibility  to  report  suspected  cases  of  Medicare  fraud.  Further,  as  your  letters  from 
beneficiaries  indicate  also,  beneficiaries  appear  to  be  on  the  right  track  for  identifying 
Medicare  fraud  with  three  out  of  four  saying  they  "always"  read  their  Explanation  of 
Medicare  Benefit  statements.  However,  we  also  found  that  beneficiaries  believe  that 
recognizing  fraud  is  difficult  and  most  have  never  received  information  on  Medicare 
fraud.  They  are  not  aware  of  agencies  working  to  stop  Medicare  fraud  nor  of  the  toll- 
free  number  to  report  Medicare  fraud.  Finally,  most  beneficiaries  agree  if  they  knew 
more  about  Medicare  fraud,  they  would  be  more  likely  to  report  it. 

We  conducted  this  survey  to  prepare  for  our  nationwide  campaign  to  educate 
beneficiaries  and  other  citizens  about  Medicare  fraud — what  it  is,  how  to  recognize  it, 
and  where  to  report  it.  We  are  working  in  conceit  with  the  Health  Care  Financing 
Administration,  the  Administration  on  Aging,  and  the  American  Association  of  Retired 
Persons  to  implement  the  outreach  campaign.  The  survey  findings  also  provide  us  with 
data  on  Medicare  beneficiaries'  current  awareness  of  Medicare  fraud.  We  will  repeat 
the  survey  in  1  to  2  years  to  assess  the  effectiveness  of  the  outreach  campaign. 

MEDICARE  FRAUD-PROVIDER  INVESTIGATIONS 

Ms.  Northup:  In  addressing  Medicare  fraud  you  have  been  working  with  the 
Department  of  Justice.  How  does  your  office  differentiate  between  a  billing  error  and 
fraud? 

Ms.  Brown:  We  understand  the  term  "billing  errors"  to  mean  improper  billings 
which  are  the  result  of  an  honest  mistake  or  mere  negligence  in  preparing  the  claim. 
This  must  be  compared  with  fraud  where  claims  are  submitted  for  payment  which  the 
provider  knows  or  should  know  are  false  or  fraudulent.  Under  the  civil  False  Claims 
Act,  "should  know"  is  defined  as  acting  in  deliberate  ignorance  of  the  truth  or  falsity  of 
the  information  or  in  reckless  disregard  of  the  truth  or  falsity  of  the  information. 

Ms.  Northup:  In  the  investigations  of  the  OIG,  do  you  take  into  consideration  when 
incorrect  information  has  been  relayed  by  a  HCFA  intermediary  to  the  provider,  and  the 
provider  has  used  that  information  in  his  billing  practices? 
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Ms.  Brown:  In  determining  the  culpability  of  a  provider  for  the  submission  of  false 
or  improper  claims,  it  needs  to  be  determined  whether  accurate  information  has  been 
communicated  to  the  provider  by  the  Medicare  intermediary  and  carrier  regarding 
Medicare  coverage  of  services  and  how  they  should  be  billed.  If  a  provider  has  relied 
upon  incorrect  information  communicated  by  a  Medicare  intermediary  or  carrier,  then 
the  false  or  improper  claims  would  not  be  actionable  under  the  False  Claims  Act 
standards.  Our  law  enforcement  efforts  are  not  directed  towards  the  issue  of  billing 
errors.  Law  enforcement  efforts  are  focused  on  improper  claims  which  are  made 
intentionally,  or  with  reckless  disregard  for  the  truth,  or  with  deliberate  ignorance  of  the 
truth.  When  claims  are  filed  for  program  payment  with  those  states  of  mind,  violations 
of  Federal  law  may  have  been  committed.  We  are  working  closely  with  HCF  A  to 
ensure  that  Medicare  intermediaries  and  carriers  provide  accurate  and  timely 
information  to  providers  regarding  medicare  coverage  of  items  or  services  which  may 
be  rendered  to  beneficiaries,  as  well  as  the  appropriate  way  to  bill  for  such  services. 

Ms.  Northup:  Do  you  know  if  the  DOJ  takes  this  into  consideration  in  its  Medicare 
investigations? 

Ms.  Brown:  We  work  closely  with  the  Department  of  Justice  in  the  investigation 
and  review  of  cases  for  a  determination  regarding  what  enforcement  action  may  be 
appropriate.  Enforcement  action  ranges  from  criminal  prosecution,  to  civil  action  under 
the  False  Claims  Act,  to  administrative  sanctions,  such  as  civil  monetary  penalties  or 
program  exclusion.  In  a  speech  by  the  Attorney  General  before  the  American  Hospital 
Association,  February  2, 1998,  it  was  stated,  "It  is  not  the  policy  of  the  Department  of 
Justice  to  punish  honest  billing  mistakes,  nor  do  we  prosecute  doctors  or  hospitals  for 
mere  negligence.  Under  the  False  Claims  Act,  such  honest  mistakes  or  simply 
negligence  do  not  amount  to  a  false  claim." 

ACCURACY  OF  INTERMEDIARIES 

Ms.  Northup:  What  would  your  recommendation  be  to  HCFA  to  ensure  that  HCFA 
intermediaries  are  providing  accurate  information  ~  is  more  training  of  HCFA 
intermediaries  necessary? 

Ms.  Brown:  We  believe  there  will  be  improvements  in  all  aspects  of  contractor 
performance  as  a  result  of  increased  resources  for  program  integrity  efforts.  Certainly 
there  is  an  increasing  awareness  both  in  the  Congress  and  within  HCFA  itself  of  the 
impact  of  poor  contractor  guidance  on  future  attempts  to  remedy  improper  billings  and 
make  the  program  whole.  I  would  defer  to  HCFA  to  describe  their  plans  for  additional 
intermediary  training  and  for  checks  and  controls  on  any  written  advice  that  goes  out  to 
the  provider  community.  We  have  not  done  any  specific  reviews  of  contractor 
operations  regarding  the  handling  of  beneficiary  inquiries.  Therefore,  we  do  not  know 
the  level  of  accuracy  of  the  information  disseminated  by  the  contractors,  and  we  have 
not  made  specific  reviews  in  this  area.  Obviously,  it  is  extremely  important  that  these 
calls  be  handled  appropriately  and  that  beneficiaries  be  given  accurate  information.  We 
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have  done  other  reviews  of  contractor  operations,  including  a  review  of  carrier  fraud 
units.  We  also  looked  at  contractor  operations  related  to  the  issuance  of  provider 
numbers  for  medical  equipment  suppliers.  Both  of  these  reports  contained 
recommendations  related  to  the  training  of  contractor  personnel.  We  also  have  an 
ongoing  study  on  intermediary  fraud  units. 

MEDICARE  SERVICES  —  VENIPUNCTURE 

Ms.  Northup:  Based  on  your  recommendations  and  the  recommendations  of  GAO, 
congress  took  action  to  eliminate  medicare  payment  of  unnecessary  procedures. 
Already,  legislation  has  been  introduced  to  modify  or  eliminate  these  changes,  such  as 
the  case  of  venipuncture  services.  Please  discuss  the  ramifications  of  such  changes  on 
Medicare  beneficiaries. 

Ms.  Brown:  Prior  to  the  Balanced  Budget  Act  (BBA),  the  need  for  venipuncture 
qualified  a  beneficiary  for  all  home  health  services,  including  personal  care.  The 
venipuncture  changes  in  the  BBA  stemmed  from  observations  made  by  HCFA  and 
contractor  staff  during  Operation  Restore  Trust  that  some  home  health  agencies  were 
using  the  in-home  drawing  of  blood  as  the  sole  reason  for  ordering  home  health 
services.  (Under  the  Medicare  program,  the  need  for  just  one  skilled  home  service  can 
be  used  to  authorize  many  unskilled  home  health  aide  visits.)  The  newly  enacted 
venipuncture  provision  is  intended  to  close  a  loophole  which  has  allowed  reasonably 
healthy  beneficiaries  to  receive  medically  unnecessary  aide  services.  However,  it  does 
not  deny  Medicare  coverage  for  the  in-home  venipuncture  itself,  since  that  service  is 
authorized  under  Part  B.  Furthermore,  according  to  HCFA,  most  beneficiaries  who 
receive  home  health  care  will  not  be  affected  by  the  venipuncture  provision,  as  their 
conditions  generally  require  another  skilled  service  such  as  observation  and  assessment, 
monitoring  effects  and  compliance  with  complex  medications  changes,  wound  care,  etc. 
If  a  beneficiary  needs  another  skilled  service  and  also  requires  blood  drawn,  Medicare 
will  continue  to  pay  for  venipuncture  through  the  home  health  benefit. 

Ms.  Northup:  There  has  been  a  flood  of  questions  about  Medicare  funded  home 
health  services  coming  to  (congress  from  patients  due  to  varying  and  sometimes 
misleading  information  they  have  received  from  their  provider,  friends,  the  media,  and 
elected  officials.  You  have  recommended  that  HCFA  better  educate  beneficiaries  on 
medicare-funded  home  health  services.  Are  you  confident  that  the  new  venipuncture 
change  is  correctly  written  to  allow  home  health  services  when  appropriate? 

Ms.  Brown:  While  we  have  recommended  that  HCFA  develop  procedures  to 
identify  and  eliminate  Medicare  payments  for  medically  unnecessary  services,  the  OIG 
has  not  done  any  studies  or  made  any  recommendations  specifically  related  to 
venipuncture.  Thus,  we  must  defer  to  HCFA  to  fully  explain  the  effects  of 
implementing,  modifying  or  eliminating  the  venipuncture  provision.  We  have  no 
reason  to  question  their  implementation  guidelines  at  this  time. 
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Ms.  Northup:  If  so,  do  you  know  if  HCFA  has  done  anything  in  relation  to  the 
changes  in  the  BBA,  including  venipuncture  services  in  order  to  inform  the  public  and 
defend  the  new  venipuncture  rule?  After  all,  Congress  made  these  changes  in  the  BBA 
in  an  effort  to  comply  to  an  HHS  recommendation. 

Ms.  Brown:  HCFA  has  issued  a  variety  of  memoranda  and  letters  in  order  to 
clarify  the  new  venipuncture  rule  including:  a  program  memorandum  to  intermediaries, 
a  letter  from  the  Administrator  to  all  Medicare  home  health  agencies,  and  a  Medicare 
Advisory  report.  HCFA  has  also  supplied  interested  members  of  Congress  with  a  one- 
page  fact  sheet  to  be  distributed  to  concerned  constituents. 

MANAGED  CARE 

Ms.  Northup:  There  are  several  legislative  proposals  on  the  table  to  change  our 
health  care  systems  in  the  name  of  consumer  protection  for  those  who  use  managed  care 
services.  Yet  your  most  recent  semiannual  report  seems  mixed  on  the  quality  of  health 
care  provided  by  management  organizations.  I  know  that  this  year  your  office  plans  to 
evaluate  managed  care  plans  in  Medicare  and  Medicaid  to  determine  their  effectiveness, 
as  well  as  whether  patients  have  proper  access  to  quality  services.  Please  comment  on 
whether  you  believe  Congress  should  wait  for  your  report  before  acting  on  such 
legislation  which  could  change  health  care  as  we  know  it. 

Ms.  Brown:  We  would  not  suggest  that  the  Congress  wait  for  the  results  of 
ongoing  OIG  work  in  this  area.  However,  we  just  released  a  report  on  the  subject  of 
managed  care  that  you  may  find  helpful.  This  report,  entitled  Beneficiary 
Perspectives  of  Medicare  Risk  HMOs  - 1996  (OEI-06-95-00430),  describes 
beneficiaries'  experiences  in  their  Medicare  risk  HMOs  in  1996.  The  results 
presented  in  the  report  update  a  similar  1993  OIG  survey  of  Medicare  HMO 
beneficiaries. 

Overall,  beneficiaries  in  Medicare  risk  HMOs  gave  a  favorable  report  of  good  service 
access  in  1996.  Ninety-three  percent  of  enrollees  had  no  plans  to  leave  their  HMOs, 
and  31  percent  of  disenrollees  left  their  HMOs  for  administrative  reasons  only,  such 
as  a  move  from  the  HMO  service  area.  Some  problems  we  reported  in  1993,  such  as 
doctors  not  taking  beneficiaries  health  complaints  seriously  or  not  providing  needed 
Medicare-covered  services,  have  substantially  improved.  Some  reported  problems 
continued  in  1996,  however,  and  some  new  ones  have  surfaced.  These  are  problems 
with  inappropriate  screening  for  health  status  at  application,  lack  of  awareness  of 
appeal  and  grievance  rights,  HMOs  refusing  to  pay  for  emergency  or  urgent  services, 
and  women  not  being  aware  or  not  believing  they  need  gynecological  services.  The 
more  vulnerable  Medicare  beneficiaries  in  HMOs  ~  the  functionally  limited,  disabled, 
and  chronically  ill  ~  experienced  more  service  access  problems.  Disenrollees, 
representing  about  13  percent  of  HMO  members  in  1996,  also  reported  significantly 
more  access  problems  than  enrollees  for  some  services. 
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We  recommended  that  HCFA  improve  its  oversight  of  the  Medicare  risk  HMO 
program  in  six  persistent  problem  areas:  assuring  HMOs  properly  inform 
beneficiaries  about  their  appeal  and  grievance  rights;  improving  beneficiaries' 
understanding  of  HMO  procedures  and  restrictions  for  obtaining  medical  services; 
preventing  inappropriate  screening  of  beneficiaries'  health  status  at  application; 
identifying  and  carefully  monitoring  service  access  problems  encountered  by 
functionally  limited,  disabled,  and  chronically  ill  beneficiaries;  systematically 
collecting  and  tracking  over  time  HMO-specific  beneficiary-reported  data  on  access  to 
medical  services  and  reasons  for  disenrollment;  and  distinguishing  between 
administrative  and  non-administrative  disenrollments,  if  HMO  disenrollment  rates  are 
to  be  used  as  a  performance  indicator.  The  1996  survey  data  also  suggest  that  HCFA 
should  take  steps  to  better  inform  older  women  about  gynecological  services  and 
health.  HCFA  concurred  with  all  OIG  recommendations. 

Our  audit  work  has  centered  on  evaluating  whether  HCFA  has  paid  the  correct  amount 
of  monthly  capitation  payments  to  managed  care  companies.  Results  have  shown 
substantial  overpayments  have  been  made  for  beneficiary  categories  which  HCFA 
believes  warrant  an  enhanced  monthly  amount  being  paid  to  the  HMOs.  These  would 
include  people  who  are  dually  eligible  for  Medicare  and  Medicaid,  those  who  have  end 
stage  renal  disease,  and  beneficiaries  who  reside  in  an  institution.  Additionally,  we  are 
very  concerned  with  the  present  process  used  to  structure  the  monthly  capitation 
amounts.  Draft  reports  have  been  issued  to  HCFA  (1)  questioning  the  use  of  unadjusted 
past  fee-for-service  (FFS)  expenditures  as  the  base  for  the  monthly  HMO  payments 
when  in  fact  as  much  as  14  percent  of  errors  are  included  in  the  FFS  totals  based  on  our 
financial  statement  audit  results,  and  (2)  alerting  HCFA  to  the  fact  that  the  present 
methodology  used  in  the  HMO  reimbursement  process  results  in  Medicare  paying  a 
disproportionate  share  of  most  HMOs'  administrative  costs. 

MENTAL  HEALTH 

Ms.  Northup:  Last  year,  I  mentioned  my  concerns  about  mental  health  care  in 
community  centers  and  I  had  asked  whether  your  office  had  evaluated  these  services. 
You  mentioned  that  you  would  be  examining  this  area  during  the  last  year.  What  work 
have  you  done  on  this  issue  during  the  last  year? 

Ms.  Brown:  Your  concerns  last  year  about  mental  health  services  were  very 
appropriate.  Since  OBRA  1990  authorized  Medicare  coverage  of  partial  hospitalization 
program  (PHP)  services  provided  by  Community  Mental  Health  Centers  (CMHC),  the 
program  has  grown  from  $60  million  in  1993  to  over  $220  million  in  1996,  far 
exceeding  HCFA's  estimates  of  $15  million  a  year.  Working  jointly  with  HCFA  in 
Florida  and  Pennsylvania,  we  performed  reviews  of  CMHC  activities  related  to  the 
Medicare  PHP.  We  noted  problems  with  CMHC  certification  requirements  not  always 
being  met;  most  of  the  beneficiaries  were  found  to  be  ineligible  for  the  PHP  benefits; 
many  of  the  services  provided  to  beneficiaries  were  not  reasonable  and  necessary;  and 
cost  reports  contained  costs  that  were  not  always  allowable,  reasonable,  and  necessary. 
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Improper  payments  on  behalf  of  ineligible  beneficiaries  or  facilities  that  did  not  qualify 
as  a  CMHC  totaled  over  $25  million  for  the  providers  we  checked.  Several  of  the 
providers  were  referred  to  our  Office  of  Investigations  for  further  analysis  of  their 
activities. 

Ms.  Northup:  I  noticed  you  will  be  addressing  this  issue  this  year.  Please  go  into 
more  detail  on  what  your  evaluation  will  include. 

Ms.  Brown:  The  joint  work  with  HCFA  is  continuing.  In  January  1998,  we  held  a 
national  conference  to  kick  off  the  start  of  an  initiative  to  sample  CMHC  claims  in  five 
states  representing  about  80  percent  of  CMHC  PHP  payments  nationally.  We  plan  to 
determine  the  extent  of  ineligible  beneficiaries  enrolled  in  the  program  and  provide 
input  to  HCFA  on  the  reasonableness  and  necessity  of  the  services  provided  by  the 
CMHCs.  In  addition,  we  are  working  with  HCFA  in  their  recently  begun  provider 
enrollment  initiative  that  will  result  in  on-site  reviews  being  conducted  at  600  CMHCs 
in  nine  states.  We  will  also  be  targeting  individual  CMHCs  around  the  country  for 
individual  reviews  for  eligibility  and  the  allowability,  reasonableness  and  necessity  of 
the  costs  reported  on  the  costs  reports. 

FULL  TIME  EQUIVALENT  STAFFING 

Ms.  Northup:  The  Department  of  Health  and  Human  Services  has  been  assigned 
many  duties  from  the  Congress  in  the  last  few  years.  While  new  programs  need  to  be 
started,  they  also  need  to  be  evaluated  for  their  ability  to  succeed.  I  noticed  your  FTE 
designation  has  shifted.  Please  provide  this  subcommittee  with  the  number  of  FTE 
(discretionary  &  mandatory)  you  requested  of  the  Secretary  of  HHS,  of  OMB,  and  the 
funding  levels  requested  to  each. 


Mrs.  Brown:  The  following  chart  shows  OIG's  FY  1999  budget  requests: 


Request  to 

Amount 

FTE 

Discretionarv: 

Secretarv  of  HHS 

$33,611,000 

352 

OMB 

$33,321,000 

352 

President's  Budget 

$29,000,000 

309 

HCFAC  Program: 4 

Secretarv  of  HHS 

$100,000,000 

992 

OMB 

$97,350,000 

966 

President's  Budget 

$97,350,000 

966 

The  FY  1999  level  of  HCFAC  funding  reflects  the  request  to  the  Secretary  and  the 
estimates  in  the  OMB  and  the  President's  Budget  are  based  on  a  1 5  percent  increase  to 
OIG's  FY  1998  allocation  in  the  Health  Care  Fraud  and  Abuse  Control  Program. 
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TOBACCO 

Ms.  Northup:  I  am  pleased  to  see  that  your  agency  will  examine  the  implementation 
of  and  compliance  with  the  Synar  amendment.  Last  year,  Mrs.  DeLauro  and  I  worked 
together  to  encourage  SAMSHA  to  take  its  responsibility  in  this  matter  very  seriously. 
Please  go  into  more  detail  about  what  you  will  be  examining,  and  the  time  line  for  your 
report. 

Ms.  Brown:  We  are  not  evaluating  the  Synar  amendment  as  such.  However,  we  are 
reviewing  the  50  States  and  the  District  of  Columbia  to  determine  what  laws  and 
regulations  currently  exist  to  control  youth  access  to  tobacco  products  generally  and 
cigars  and  smokeless  tobacco  specifically.  We  are  also  asking  the  States  to  describe 
their  implementation  and  enforcement  of  those  laws  as  they  apply  to  cigars  and 
smokeless  tobacco.  In  addition,  we  are  asking  the  States  to  describe  the  level  of  cigar 
use  by  youth  and  teens  in  their  State  to  get  their  view  on  the  magnitude  of  the  problem 
of  cigars  use  by  youth  and  teens.  This  report  will  be  available  in  late  spring  or  early 
summer  1998. 

We  have  started  work  on  a  second  and  related  study,  to  examine  teens'  patterns  of  cigar 
use  and  the  perceptions  of  risk  they  associate  with  smoking  cigars.  The  rate  of  cigar 
smoking  is  rapidly  escalating  among  people  of  all  ages  and  little  is  currently  known 
about  cigar  smoking  by  young  people.  This  inspection  will  provide  an  early  assessment 
of  teen  perspectives  and  use  patterns.  We  anticipate  that  this  report  will  be  available  in 
the  fall  1998. 
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OFFICE  OF  INSPECTOR  GENERAL 
BUDGET  AUTHORITY  BY  ACTIVITY 

(Dollars  in  thousands) 

FY  1997 

FY  1998 

FY  1999 

ACTUAL 

APPROPRIATION 

ESTIMATE 

EXE 

AMOUNT 

PTE  AMOUNT 

ELE 

AMOUNT 

Discretionary  Appropriation1 

338 

$34,790 

328  $31,92 

286 

$29,000 

Mandatory  Appropriation2 

651 

70,000 

851            84,650  966 

97,350 

Total  Obligations  989       $104,790    1,179         $116,571     1,252  $126,350 


1  Excludes  the  following  amounts  for  reimbursement:  FY  1997  --  $10,885,175  and  33  FTEs;  FY  1998  -- 
$11,000,000  and  24  FTEs;  FY  1999  -  $11,800,000  and  23  FTEs. 

2  The  FY  1999  estimate  for  mandatory  funding  from  the  Health  Care  Fraud  and  Abuse  Control  Program  is 
based  on  the  FY  1998  allocation  to  OIG.  Actual  FY  1999  distribution  will  be  determined  by  the  Secretary  of 
HHS  and  the  Attorney  General. 
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OFFICE  OF  INSPECTOR  GENERAL 


BUDGET  AUTHORITY  BY  OBJECT 

TOTAL  FUNDING1 


1998 
Appropriations 

1999 
Estimate 

Increase  or 
Decrease 

Full-time  equivalent  employment 

1,179 

1,252 

+73 

Full-time  equivalent  of  overtime  and 
holiday  hours 

2 

2 

Average  SES  salary 
Average  GS  grade 
Average  GS  salary 

$117,964 
11.4 
$51,436 

$117,964 
11.2 
$52,394 

-0.2 
+  $958 

Average  grade,  grades  established  by  act  of 
July  1,  1944  (42  USC  207)  Commissioned 
Corps 

6 

6 

Average  salary,  grades  established  by  act  of 
July  1,  1944  (42  USC  207)  Commissioned 
Corps 

$68,580 

$70,706 

+  $2,126 

Personnel  compensation: 

Full-time  permanent 

69,201,000 

75,433,000 

+6,232,000 

Other  than  full-time  permanent 

282,000 

287,000 

+  5,000 

Other  personnel  compensation 

671,000 

762,000 

+  91,000 

Total  personnel  compensation 

70,154,000 

76,482,000 

+6,328,000 

Civilian  personnel  benefits 

15,718,000 

17,037,000 

+  1,319,000 

Benefits  to  former  personnel 

0 

0 

0 

Subtotal,  Pay  Costs 

85,872,000 

93,519,000 

+  7,647,000 

Travel 

4,385,000 

5,008,000 

+  623,000 

Transportation  of  things 

593,000 

620,000 

+27,000 

Rental  payments  to  GSA 

6,606,000 

7,103,000 

+497,000 

Rental  payments  to  others 

93,000 

95,000 

+2,000 

Communications,  utilities  and  miscellaneous 

1,673,000 

1,681,000 

+  8,000 

charges 


1  The  FY  1999  level  of  mandatory  funding  for  the  OIG  is  an  estimate  based  on  the  FY  1998  allocation  in  the 
Health  Care  Fraud  and  Abuse  Control  Program.  Actual  FY  1999  distribution  will  change  pending  agreement 
between  the  Secretary  of  HHS  and  the  Attorney  General. 


4 


206 


1998 
Appropriations 

1999 
Estimate 

Increase  or 
Decrease 

Printing  and  reproduction 

328,000 

336,000 

+  8.000 

Advisory  and  assistance  services 

348,000 

348,000 

.. 

Other  Services 

1,404,000 

1,415,000 

+  11,000 

Purchases  of  goods  and  services  from  other 

government  accounts 

(Service  and  Supply  Fund  Payment) 

11,531,000 
(5,900,000) 

11,984,000 
(6,200,000) 

+453,000 
(  +  300,000) 

Operations  and  Maintenance 

734,000 

759,000 

+  25,000 

Subtotal,  Contractual  Services 

14,017,000 

14,506,000 

+489,000 

Supplies  and  materials 

1,000,000 

1.074,000 

+74,000 

Equipment 

2,004,000 

2,408,000 

+404,000 

Subtotal,  Non-pay  costs 

30,699,000 

32,831,000 

+2,132,000 

Total  BA  by  Object  Class 

116,571,000 

126,350,000 

+9,779,000 

207 


SIGNIFICANT  ITEMS  IN  HOUSE,  SENATE  AND  CONFERENCE 
APPROPRIATIONS  COMMITTEE  REPORTS 

1998  House  Appropriations  Committee  Report  105-205 

Item 

[Audits  of  payments  to  Physicians  at  Teaching  Hospitals  (PATH)]  -  "The  Committee  is  deeply 
concerned  about  the  conduct  of  the  Inspector  General's  audits  of  payments  to  Physicians  at  Teaching 
Hospitals...  The  Committee  strongly  supports  efforts  to  identify  and  recoup  improper  Medicare 
payments  but  also  must  be  concerned  about  fundamental  questions  of  fairness. 

The  Committee  believes  that  the  HCFA  reimbursement  standards  that  were  in  effect  during  the 
periods  covered  by  the  PATH  audits  were  highly  ambiguous.  The  General  Counsel  of  DHHS,  in  her 
recent  review  of  the  matter,  has  acknowledged  that  such  ambiguity  existed.  In  the  Committee's 
view,  these  ambiguities  made  it  difficult,  if  not  impossible,  for  the  providers  who  are  now  the  subject 
of  the  PATH  audits  to  have  known  with  any  degree  of  confidence  what  the  applicable  standards 
were.  In  light  of  this,  retroactive  application  of  these  standards  raises  grave  questions  of  fundamental 
fairness. 

The  Committee  understands  that,  in  response  to  guidance  from  the  General  Counsel,  it  is  presently 
the  intent  of  the  Office  of  the  Inspector  General  to  continue  to  pursue  the  PATH  audits  in  some 
carrier  regions  and  to  discontinue  them  in  others.  While  the  Committee  appreciates  that  this  change 
has  been  made  in  an  effort  to  respond  to  widespread  criticism  of  the  PATH  audits,  it  remains  the 
case  that  audits  may  proceed  in  regions  where  there  is  continuing  concern  over  retroactive 
enforcement  of  possibly  ambiguous  standards.  In  addition,  while  the  Medicare  program  recognizes 
that  there  may,  from  time  to  time,  be  minor  differences  among  local  carrier  standards  reflecting  local 
variations  in  medical  practices,  the  Committee  does  not  believe  that  regional  variation  on  a  matter  of 
this  considerable  consequence  was  ever  envisioned  or  intended. 

The  Office  of  Inspector  General  testified  before  the  Committee  that  it  would  end  the  PATH  audits  if 
the  HCFA  acknowledged  that  the  standards  governing  the  payments  at  issue  in  the  PATH  audits  were 
unclear.  The  Committee  is  also  aware  that  the  Chairman  of  the  authorizing  subcommittee  with 
jurisdiction  over  this  matter  has  requested  a  report  on  the  PATH  audits  by  the  General  Accounting 
Office  (GAO).  In  the  Committee's  opinion,  it  would  be  prudent  for  the  Inspector  General  to  suspend 
the  PATH  audits  until  the  GAO  has  completed  this  report." 

Action  Takep  or  to  be  Taken 

The  Office  of  Inspector  General  (OIG)  is  proceeding  with  the  audit  of  payments  to  physicians  at 
teaching  hospitals  (PATH)  only  when  carriers,  before  December  30,  1992,  issued  clear  explanations 
of  the  rules  regarding  reimbursement  for  the  services  of  teaching  physicians. 
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1998  Senate  Appropriations  Committee  Report  No-  1IQ5-58 

Item 

The  Committee  commends  the  Office  of  Inspector  General  for  their  efforts  to  reduce  waste,  fraud, 
and  abuse  in  Department  programs.  The  OIG  CFO  audit  of  the  Health  Care  Financing 
Administration  revealed  significant  shortcomings  in  the  Department's  efforts  to  prevent  Medicare 
mispayments.  The  Committee  urges  the  OIG  to  do  further  analysis  of  the  results  of  this  audit  so  that 
it  can  provide  the  Committee  with  a  specific  set  of  recommendations  for  reform  within  the  next  6 
months.  In  addition,  the  Committee  further  urges  the  OIG  to  examine  the  use  of  providers  of 
computer  programs  that  are  intended  to  maximize  their  Medicare  payments.  The  Committee  is 
interested  to  learn  of  any  correlation  between  use  of  these  programs  and  Medicare  mispayments. 

Action  Taken  or  To  Be  Taken 

Fiscal  Year  1996  was  the  first  year  that  we  developed  a  statistically  valid  national  error  rate  for 
improper  Medicare  fee-for-service  payments.  Of  the  $168.6  billion  total  funds  expended  for  benefit 
payments,  we  estimated  that  $23.2  billion  (14  percent)  was  improperly  paid.  Most  of  the  payment 
errors  fell  into  four  categories:  (1)  insufficient  or  no  documentation,  46.76  percent;  (2)  lack  of 
medical  necessity,  36.78  percent;  (3)  incorrect  coding  of  services  provided,  8.53  percent  and 
(4)  noncovered  or  unallowable  services,  2.67  percent.  Further,  88  percent  of  the  improper  payments 
occurred  within  six  provider  types:  (1)  inpatient  prospective  payment  system,  (2)  physician, 
(3)  home  health  agency,  (4)  outpatient,  (5)  skilled  nursing  facility  and  (6)  laboratory. 

We  believe  that  the  detailed  information  on  types  of  errors  and  associated  providers  allowed  the 
Health  Care  Financing  Administration  (HCFA)  to  develop  a  more  effective  corrective  action  plan.  In 
the  case  of  home  health  agencies,  based  in  part  on  the  CFO  audit  results  and  other  Operation  Restore 
Trust  work,  the  Department  and  HCFA  took  specific  administrative  and  regulatory  actions  to  prevent 
improper  payments.  In  September  1997,  the  Department  placed  a  moratorium  on  enrollments  of 
home  health  agencies  in  the  Medicare  program  until  new  protections  were  in  place  to  prevent  fraud, 
waste  and  abuse.  With  corrective  actions  in  place,  this  moratorium  was  lifted  in  January  1998. 

Additional  regulations  or  legislation  does  not  appear  warranted  in  addressing  the  largest  error 
category  -  lack  of  documentation.   Although  Medicare  regulations  clearly  require  documentation  of 
services  provided,  almost  half  of  the  improper  payments  were  attributable  to  documentation 
problems.  The  HCFA  is  addressing  this  problem  through  administrative  actions." 
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As  part  of  the  audit  of  HCFA's  FY  1997  financial  statements,  we  are  again  estimating  the  rate  of 
improper  payments.  We  are  also  analyzing  the  types  and  causes  of  improper  payments  to  identify 
potential  systemic  problems,  and  plan  to  make  recommendations  for  corrective  actions,  including 
identifying  any  legislative  remedies  that  may  be  needed.   We  expect  to  have  the  FY  1997  report 
completed  within  the  next  six  months  and  will  provide  the  report  to  the  Committee  at  that  time. 

With  regard  to  your  request  that  we  examine  the  use  of  computer  programs  that  are  intended  to 
maximize  a  provider's  Medicare  payments,  we  have  examined  this  issue  in  the  past.  At  that  time,  we 
found  no  significant  problems  arising  from  the  use  of  such  computer  programs.  However,  we 
continue  to  follow  this  field  closely.  We  are  doing  related  evaluation  work  now,  and  we  plan  to 
initiate  a  specific  study  this  year  along  the  lines  that  the  Committee  has  requested. 
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OFFICE  OF  INSPECTOR  GENERAL 
AUTHORIZING  LEGISLATION 

997  Amount  1998  1998  Amount  1999 

Authorized  Appropriated  Authorized  Request 


Office  of  Inspector  General: 

P.L.  95-452,  as  amended  Indefinite 

P.L.  104-191'  $80,000,000/ 
$90,000,000 


$31,921,000  Indefinite  $29,000,000 

$84,650,000        $90,000,000/  $97,350,000 
$100,000,000 


'The  FY  1999  estimate  for  mandatory  funding  from  the  Health  Care  Fraud  and  Abuse  Control  Program  is 
based  on  the  FY  1998  allocation  to  OIG.  Actual  FY  1999  distribution  will  be  determined  by  the  Secretary  of 
HHS  and  the  Attorney  General. 
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OFFICE  OF  INSPECTOR  GENERAL 
APPROPRIATIONS  HISTORY  TABLE 


to  Congress 


House  Allowance     Senate  Allowance 


Net  Enacted 
Appropriation 


FY  1990 
Appropriation 
Trust  Funds 


FY  1991 
Appropriation 

Sequester 
Trust  Funds 

FY  1992 
Appropriation 
Trust  Funds 

FY  1993 
Appropriation 
Trust  Funds 

FY  1994 
Appropriation 

Sequester 
Trust  Funds 

FY  1995 
Appropriation 
Trust  Funds 

FY  1996 
Appropriation 

Rescission  (BA) 
Trust  Funds 

Rescission  (TF) 


FY  1997 


FY  1998 
Discretionary 
Mandatory 

FY  1999 
Discretionary 
Mandatory1 


49,498,000 
43,300,000 


51,500,000 
43,723,000 


63,842.000 
47,347,000 


57,496,000 
50,988,000 


62,379.000 
36,617,000 


64,501.000 
36.617.000 


67.889.000 
33.837.000 


56.139.000 


31.921.000 
84,650.000 


29.000.000 
97.350.000 


49,498,000 
44,300.000 


53,500,000 
43,723,000 


63,842,000 
37,833,000 


61,901.000 
37,027,000 


62,379,000 
36,617,000 


63.585.000 
37,060.000 


53.286.000 
20.670,000 


29.399.000 


30,921.000 
84.650.000 


50,600,000 
44,300.000 


53,500,000 
43,723,000 


58,191,000 
37,833,000 


61.496,000 
46,988.000 


64,800.000 
36.617.000 


63,585,000 
37,060,000 


58.492,000 
20.670,000 


29.399.000 


31,921,000 
84.650,000 


50,488,000 
44,300,000 
-577.000 


51,917.000 
-675 
42,669,000 


58,191,000 
37,401,000 


62,379,000 
36,617,000 


63,590,000 
-272,000 
36,617.000 


62,888,000 
36.746,000 


58,492.000 
-253.000 
20.670.000 
-90,000 


32.999,000 
-230,000 
70.000,000 


31.921.000 
84.650.000 


'The  FY  1999  estimate  of  mandatory  funding  from  the  Health  Care  Fraud  and  Abuse  Control  Program  is 
based  on  the  FY  1998  allocation  to  the  OIG.  Actual  FY  1999  distribution  will  be  determined  by  the  Secretary  of 
HHS  and  the  Attorney  General. 
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OFFICE  OF  INSPECTOR  GENERAL 


FY  1997 

FY  1998 

FY  1999 
Estimate 

Increase 
or 

Decrease 

Actual 

Appropriation 

Budget  Authority: 
Discretionary  1 

Mandatory  (HCFAC  Program)  2 
Total,  BA 

$34,790,000 
70.000.000 

$31,921,000 
84.650.000 

$29,000,000 
97.350.000 

-$2,921,000 
+  12.700.000 

$104,790,000 

$116,571,000 

$126,350,000 

+$9,779,000 

FTE: 

Discretionary 

338 

328 

286 

-  42 

Mandatory  (HCFAC  Program) 

966 

+  115 

Total,  FTE 

989 

1,179 

1,252 

+  73 

GENERAL  STATEMENT 

The  Department  of  Health  and  Human  Services  anticipates  budget  outlays  in  excess  of  $300  billion  in 
FY  1998.  The  scope  of  the  Office  of  Inspector  General's  (OIG)  oversight  includes  all  of  the 
Department's  over  300  programs  impacting  the  well-being  and  the  quality  of  life  of  virtually  every 
person  in  the  United  States.  For  FY  1999,  OIG  requests  $29,000,000  in  discretionary  funds. 

Purpose  and  Method  of  Operations 

The  Inspector  General  Act  establishes  the  statutory  authority  and  responsibilities  for  the  OIG  The 
OIG's  mission  is  to:  (i)  protect  the  integrity  of  departmental  programs  and  the  health  and  welfare  of 
program  beneficiaries;  (ii)  promote  the  economy,  efficiency,  and  effectiveness  of  departmental 
programs  and  operations;  and  (iii)  prevent  and  detect  fraud,  waste  and  abuse  in  departmental 
programs  and  operations. 

This  mission  is  accomplished  by  conducting  independent  and  objective  audits,  evaluations,  and 
investigations,  designed  to  reach  all  organizational  levels  of  the  Department  and  provide  timely, 
useful,  and  reliable  information  and  advice  to  Department  officials,  the  Administration,  the 
Congress,  and  the  public.  OIG's  goal  is  to  detect  and  prevent  fraud  and  abuse,  and  to  ensure  that 
beneficiaries  receive  high-quality,  necessary  services  at  appropriate  payment  levels. 


1/      Excludes  the  following  amounts  for  reimbursements:  FY  1997-$ 10, 885, 175  and  33  FTEs;  FY  1998- 

$11,000,000  and  24  FTEs;  and  FY  1999-S1 1.800.000  and  23  FTEs. 
21      The  FY  1999  level  of  mandatory  funding  for  the  OIG  is  an  estimate.  Actual  allocation  of  the  funds  for 

the  Health  Care  Fraud  and  Abuse  Control  (HCFAC)  Program  will  be  determined  by  the  Secretary  of 

HHS  and  the  Attorney  General. 
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Within  the  Department,  the  OIG  is  an  independent  organization,  reporting  to  the  Secretary  and 
communicating  directly  with  the  Congress  on  significant  issues.  The  OIG  is  comprised  of  the 
following  components: 

•  The  Office  of  Audit  Services  (OAS)  performs  audit  activities  which  include:  conducting  and 
overseeing  audits  of  HHS  programs,  operations,  grantees  and  contractors;  identifying 
systemic  weaknesses  that  give  rise  to  opportunities  for  fraud  and  abuse;  and  making 
recommendations  to  prevent  their  recurrence.  OIG  auditors  also  perform  financial  statement 
audits  under  the  Chief  Financial  Officers  (CFO)  Act  of  1990  and  the  Government 
Management  Reform  Act  (GMRA)  of  1994. 

•  The  Office  of  Investigations  (OI)  develops  cases  concerning  fraud,  waste,  abuse,  and 
mismanagement  which  occur  within  the  Department's  programs.  Working  with  Federal  and 
State  law  enforcement  agencies,  OIG  investigators  seek  criminal,  civil  actions  and  exclusions 
against  those  who  commit  fraud  or  who  thwart  the  effective  administration  of  HHS  programs. 
OIG  investigations  focus  on:  the  providers  of  services  and  supplies  under  Medicare  and 
Medicaid;  program  applicants  and  grantees;  beneficiaries  and  other  recipients  of  Federal 
funds;  and  HHS  employees. 

•  The  Office  of  Evaluation  and  Inspections  (OEI)  conducts  short-term  program  evaluations 
(called  inspections)  that  focus  on  issues  of  concern  to  the  Department,  the  Congress,  and  the 
public,  such  as  Medicare  services,  device  and  drug  approvals/removals,  child  support 
enforcement  programs,  and  Medicare  client  satisfaction.  The  results  of  this  work  generate 
rapid  and  reliable  information  on  how  well  HHS  programs  are  operating  and  offer 
recommendations  to  improve  their  efficiency  and  effectiveness. 

•  The  Office  of  Counsel  to  the  Inspector  General  (OCIG)  provides  legal  counsel  and 
representation  to  the  OIG  with  respect  to  fraud  and  abuse  investigations,  audits,  evaluations, 
and  internal  OIG  management  matters.  OCIG  provides  legal  services  with  respect  to  OIG 
administrative  sanctions  as  well  as  the  negotiation  of  global  settlements  in  major  fraud  and 
abuse  cases,  in  conjunction  with  the  Department  of  Justice.  OCIG  also  provides  guidance  to 
the  health  care  industry  on  the  operation  and  scope  of  fraud  and  abuse  laws  and  promotes 
compliance  through  the  development  of  corporate  integrity  plans. 

•  The  Office  of  Management  and  Policy  (OMP)  provides  support  services  to  OIG,  including 
congressional  relations,  legislative  and  regulatory  review  and  public  affairs,  strategic  planning 
and  budgeting,  financial  and  information  management,  resources  management,  and 
preparation  of  the  OIG's  semiannual  and  other  reports. 

These  OIG  components  provide  oversight  of  all  HHS  programs  and  provide  policy  guidance  and 
technical  expertise  to  the  Department,  its  contractors,  other  Federal  agencies,  and  private 
organizations.  Nearly  80  percent  of  OIG  activities  are  carried  out  in  more  than  60  area  and  field 
offices  consisting  of  auditors,  investigators,  and  evaluation  specialists. 


12 


214 


FY  1998  Total  FTE  (1,203)  By  Component 
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Non-comparable  appropriated  discretionary  funding  for  OIG  during  the  last  five  years  (including 
amounts  available  for  obligation  from  both  general  funds  and  trust  fund  transfers)  have  been  as 
follows: 


Fiscal  Year 

Funds 

FTE 

1994 

$99,935,000 

1,253 

1995 

89,036,000 

1,051 

1996 

78,819,000 

926 

1997 

32,769,000 

356 

1998 

31,921,000 

352 

The  President's  appropriation  request  for  this  account  represents  current  law  requirements. 

OVERALL  PROGRAM  ACCOMPLISHMENTS 

Monetary  Results: 

The  OIG  is  proud  of  its  role  in  generating  savings  for  the  Federal  Government  through 
recommendations  to  put  funds  to  better  use;  disallowances  of  costs  questioned  because  of  a  violation 
of  law,  regulation,  or  grant/contract;  and  fines,  penalties,  restitutions,  settlements  and  recoveries 
which  accrue  from  judicial  and  administrative  processes  resulting  from  OIG  investigations.  In 
FY  1997,  OIG  monetary  results  totaled  $7.6  billion.  These  figures  are  also  reported  in  our 
semiannual  reports  to  the  Congress. 
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Successful  Judicial  Prosecutions: 

In  FY  1997,  successful  criminal  prosecutions  and  civil  actions,  as  a  result  of  OIG  investigations, 
totaled  1,470.  OIG  prosecuted  individuals  and  entities  who  improperly  claimed  Medicare  and 
Medicaid  reimbursements,  submitted  false  applications  for  research  monies,  embezzled  or  misused 
grant  monies,  attempted  to  bribe  HHS  officials,  defrauded  the  Aid  to  Families  with  Dependent 
Children  (AFDC)  program,  or  failed  to  pay  child  support. 

Exclusions: 

One  of  OIG's  most  potent  tools  in  its  fight  against  fraud  and  abuse  is  the  ability  to  exclude 
individuals  and  entities  from  payments  under  the  Medicare,  Medicaid,  Maternal  and  Child  Health 
Services  Block  Grant,  and  Block  Grants  to  States  for  Social  Services  programs  for  any  services  they 
furnish,  order  or  prescribe.  Some  of  the  bases  for  exclusion  are  convictions  for  health  care  related 
fraud,  revocation  or  surrender  of  a  health  care  licenses,  and  failure  to  repay  health  education 
assistance  loans.  In  FY  1997,  OIG  excluded  2,719  individuals  and  entities. 
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OFFICE  OF  INSPECTOR  GENERAL 
Detail  of  Full-Time  Equivalent  (FTE)  Employment 

1997  Actual  1998  Estimate  1999  Estimate 

Discretionary1                        338  328  286 

Mandatory                           651  851  966 

Total,  OIG                          989  1,179  1,252 


Average  GS/GM  Grade 

Fiscal  Year  Average  Grade 

1994  11.1 

1995  11.1 

1996  11.9 

1997  11.8 

1998  11.4 

1999  11.2 


'Excludes  the  following  reimbursable  FTEs:  FY  1997  -  33  FTEs;  FY  1998  -  24  FTEs;  FY  1999  -  23  FTEs. 
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OFFICE  OF  INSPECTOR  GENERAL 

DETAIL  OF  POSmONS1 

1007  Actual 

1008  Fctimnte 

1999  Request 

Executive  Level  I 

Executive  Level  II 

- 

Executive  Level  III 

Executive  Level  IV 

Executive  Level  V 
Subtotal 

Total  -  Exec.  Level  Salaries 

ES-6 

1 

1 

1 

ES-5 

1 

1 

1 

ES-4 

5 

5 

5 

ES-3 

4 

4 

4 

ES-2 

2 

2 

2 

ES-1 
Subtotal 

1 

i 

14 

14 

14 

Total  ES  Salaries 

$1,603,925 

$1,649,184 

GS-15 

51 

51 

51 

GS-14 

102 

102 

102 

GS-13 

312 

316 

319 

GS-12 

331 

334 

334 

GS-li 

115 

116 

123 

GS-10 

2 

2 

2 

GS-9 

92 

160 

175 

GS-8 

10 

11 

1 1 

GS-7 

78 

118 

168 

GS-6 

6 

8 

1 1 

GS-5 

6 

7 

in 

GS-4 

1 

1 

1 

GS-3 

2 

1 

GS-2 

GS-1 

Total  -  GS  Positions 

1,108 

1,227 

1,307 

Total  Positions 

1,122 

1,241 

1 ,321 

TYktal  PTC  fotltno  PHV 

local  riL  i*eumg,  cui 

989 

1,179 

1,252 

Average  ES  Grade 

ES-3 

ES-3 

ES-3 

Average  ES  Salary 

$114,566 

$117,964 

$117,964 

Average  GS  Grade 

11.8 

11.4 

11.2 

Average  GS  Salary 

$49,547 

$51,436 

$52,394 

Average  Special  Pay2 

$66,712 

$68,580 

$70,706 

1  Excludes  the  following  reimbursable  FTEs:  FY  1997  -  33  FTEs,  FY  1998  -  24  FTEs,  FY  1999  -  23  PTEs. 

2  PHS  Commissioned  Corps 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  INSPECTOR  GENERAL 


FY  1999  Budget  Pjigg 
Discretionary  Program: 

Appropriation  Language   19 

Amounts  Available  for  Obligation   20 

Summary  of  Changes    21 

Budget  Authority  by  Object   22 

Administrative  Costs    24 

Justification: 

Discretionary  Program  Accomplishments    25 

Discretionary  Initiatives   26 

Rationale  for  the  Budget  Request   30 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  INSPECTOR  GENERAL 

For  expenses  necessary  for  the  Office  of  Inspector  General  in  carrying  out  the  provisions  of  the 
Inspector  General  Act  of  1978,  as  amended,  [$31,921,000]  $29,000,000  (Department  of  Health  and 
Human  Services  Appropriations  Act,  1998.) 
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OFFICE  OF  INSPECTOR  GENERAL 
AMOUNTS  AVAILABLE  FOR  OBLIGATION1 

FY  1997  FY  1998  FY  1999 


Discretionary  Appropriation 
Rescissions  pursuant  to  P.L.  104-208 
Subtotal,  adjusted  appropriation 


Actual  Appropriation  Estimate 

$32,999,000         $31,921,000  $29,000,000 

-230,000   —  — - 

32,769,000  31,921,000  29,000,000 


Comparable  transfers  from: 

OGC  for  OIG  legal  function  +1,922,000 

IOS/GDM  for  security  protection  function  +99,000                    —  — 

Subtotal,  adjusted  general  funds  34,790,000  31,921,000  29,000,000 

Unobligated  balance  lapsing  -54,000                    —  - 

Total,  discretionary  obligations  34,736,000  31,921,000  29,000,000 


1  Excludes  the  following  amounts  for  reimbursements:  FY  1997 
$11,000,000  and  24  FTEs;  FY  1999  $11,800,000  and  23  FTEs. 
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OFFICE  OF  INSPECTOR  GENERAL 

SUMMARY  OF  CHANGES 
DISCRETIONARY  APPROPRIATION 

1998  Budget  Authority    $31,921,000 

1999  Request    $29,000,000 

Net  change   -$2,921,000 


1998  BASE  CHANGE  FROM  BASE 

BUDGET  BUDGET 

EH         AUTHORITY  FEE  AUTHORITY 

Increases 

A.  Built-in: 

1 .  Annual  ization  of  January  1998 

pay  raise  (328)               $23,893,000  (-42)  +$137,000 

2.  Effect  of  January  1999  pay  raise  (328)                  23,893,000  (-42)  +$454,000 

3.  Within-grade  pay  increase  (328)                  23,893,000  (-42)  +$195,000 

4.  Effect  of  rate  changes  in  various 

mandatory  accounts  (rent,  PSC,  etc)  8.028,000  (-42)  +$348,000 

Total  Increases  (-42)  +  $  1 , 1 34,000 

Decreases: 

B.  Program: 

1 .  Reduction  in  pay  costs  due  to  FTE 

decrease  (328)                $23,893,000  (-42)  -$2,653,000 

2.  Reduction  in  non-pay  costs  due  to 

FTE  decrease.  8.028,000  -$1,402,000 

Total  Decreases  (-42)  -$4,055,000 

Net  Change  (-42)  -$2,921,000 
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OFFICE  OF  INSPECTOR  GENERAL 

BUDGET  AUTHORITY  BY  OBJECT 

DISCRETIONARY  APPROPRIATION 


1998 
Appropriations 

1999 
Estimate 

Increase  or 
Decrease 

Full-time  equivalent  employment 

328 

286 

-42 

Full-time  equivalent  of  overtime  and 
holiday  hours 

1 

1 

Average  SES  salary 
Average  GS  grade 
Average  GS  salary 

$117,964 
11.4 
S5 1,436 

$117,964 
11.2 
$52,394 

-0.2 
+  $958 

Average  grade,  grades  established  by  act  of 
July  1,  1944  (42  USC  207)  Commissioned 
Corps 

6 

6 

Average  salary,  grades  established  by  act  of 
July  1,  1944  (42  USC  207)  Commissioned 
Corps 

$68,580 

$70,706 

+  S2.126 

Personnel  compensation: 

Full-time  permanent 

iy,zjj,uuu 

1  /.ZJj.UUU 

7  iwi 
-Z.UZU.UUU 

Other  than  full-time  permanent 

74  000 

62  000 

-12,000 

Other  personnel  compensation 

i  on  rwvi 

174  000 

-16  000 

Total  personnel  compensation 

io  $10  nnn 
i7,jiy,uuu 

17/171  (Wl 

~>  (via  nm 

Civilian  personnel  benefits 

4,374,000 

3,892,000 

-482,000 

Benefits  to  former  personnel 

0 

0 

-0 

Subtotal,  Pay  Costs 

23,893,000 

21,363,000 

-2,530,000 

Travel 

1,176,000 

1,160,000 

-16,000 

Transportation  of  things 

137,000 

126,000 

-11,000 

Rental  payments  to  GSA 

1,871,000 

1,721,000 

-150,000 

Rental  payments  to  others 

22,000 

20,000 

-2.000 

Communications,  utilities  and  miscellaneous 
charges 

466,000 

412,000 

-54,000 
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1998 
Appropriations 

1999 
Estimate 

Increase  or 
Decrease 

Printing  and  reproduction 

72,000 

70,000 

-2,000 

Advisory  and  assistance  services 

78,000 

75,000 

-3.000 

Other  Services 

401,000 

365.000 

-36.000 

Purchases  of  goods  and  services  from  other 
government  accounts 
(Service  and  Supply  Fund  Payment) 

Z,7ZU,UUU 

(1,681.000) 

(1,426,000) 

-15  000 
(-255!oOO) 

Operations  and  Maintenance 

249,000 

227,000 

"  -22,000 

Subtotal,  Contractual  Services 

3,648,000 

3,572,000 

-76,000 

Supplies  and  materials 

214,000 

211,000 

-3,000 

Equipment 

422,000 

345,000 

-77,000 

Subtotal,  Non-pay  costs 

8,028,000 

7,637,000 

-391,000 

Total  BA  by  Object  Class 

31,921,000 

29,000,000 

-2.921,000 

23 
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OFFICE  OF  INSPECTOR  GENERAL 

ADMINISTRATIVE  COSTS 
(Discretionary  Budget  Authority) 


1998 
Appropriation 

1999 
Estimate 

Increase  or 
Decrease 

Personnel  Compensation 

Full-Time  Permanent  (11.1) 

$19,255,000 

$17,235,000 

-$2,020,000 

Other  than  Full-Time  Permanent  (11.3) 

74,000 

62.000 

-12,000 

Other  Personnel  Compensation  (11.5) 

190,000 

174,000 

-16,000 

Total  Personnel  Compensation  (11.9) 

19,519,000 

17,471,000 

-2,048,000 

Civilian  Personnel  Benefits  (12.1) 

4,374,000 

3.892.000 

-482,000 

Benefits  to  Former  Personnel  (13.0) 

0 

0 

0 

Subtotal,  Pay  Costs 

$23,893,000 

$21,363,000 

-$2,530,000 

Travel  (21.0) 

1,176,000 

1,160,000 

-16,000 

Transportation  of  Things  (22.0) 

137,000 

126,000 

-11,000 

Rental  Payments  to  Others  (23.2) 

22,000 

20,000 

-2,000 

Communications,  Utilities,  and  Misc. 
Charges  (23.3) 

466,000 

412,000 

-54,000 

Printing  and  Reproduction  (24.0) 

72,000 

70,000 

-2,000 

Advisory  and  Assistance  Services  (25.1) 

78.000 

75,000 

-3,000 

Other  Services  (25.2) 

401,000 

365.000 

-36,000 

Purchases  of  Goods  and  Services  from 
Other  Government  Accounts  (25.3) 

2.920,000 

2.905.000 

-15.000 

Operations  and  Maintenance  (25.7) 

249,000 

227,000 

-22.000 

Subtotal  Contractual  Services 

$3,648,000 

$3,572,000 

-$76,000 

Supplies  and  Materials  (26.0) 

214,000 

211,000 

-3,000 

Subtotal,  Non-Pay  Costs 

— 

$5,735,000 

$5,571,000 

*  -$164,000 

TOTAL 

$29,628,000 

$26,934,000 

-$2,694,000 

24 


225 


DISCRETIONARY  PROGRAM  ACCOMPLISHMENTS 

The  most  important  role  of  the  OIG  is  protecting  the  integrity  of  HHS  programs  and  improving  their 
economy,  efficiency,  and  effectiveness.  The  OIG's  heightened  emphasis  on  interdisciplinary 
teamwork  within  its  own  organization  and  greater  collaboration  with  other  Federal  and  State  agencies 
has  lead  to  a  more  effective  response  to  the  growing  problems  of  fraud  and  abuse  in  the  Department's 
programs.  The  effect  of  these  partnerships  has  greatly  enhanced  the  OIG's  ability  to  protect  Federal 
dollars  allotted  to  HHS  programs 

A  few  examples  of  these  achievements  follow: 

•        False  Claims  by  Income  Tax  Filers:  As  part  of  efforts  to  crack  down  on  non-custodial  parents 
who  are  not  paying  child  support,  the  OIG  joined  forces  with  the  IRS  in  a  special  project  that 
identified  vulnerabilities  in  claims  of  child  custody  or  dependency  on  tax  filings.  The  OIG 
documented  the  vulnerability  and  recommended  a  legislative  solution.  Consequently, 
Congress  authorized,  in  the  Taxpayer  Relief  Act  of  1997,  the  sharing  of  children's  social 
security  numbers  with  the  IRS  for  matching  purposes  (recommended  by  the  OIG),  resulting  in 
better  enforcement  of  the  tax  code.  The  CBO  scored  $350  million  in  savings  over  the  next 
ten  years  for  this  change. 

Grantees  and  Providers  Delinquent  in  Child  Support:  As  a  result  of  our  report  that  identified 
HHS  grantees  and  providers  who  owed  some  $21.5  million  in  back  child  support,  the 
Department  has  established  action  plans  for  each  agency  to  ensure  that  no  individual  receiving 
HHS  funds  is  in  arrears  in  their  child  support,  pursuant  to  recent  Executive  Orders  and  the 
Debt  Collection  Act. 

Grants  and  Contracts:  A  major  New  York  university  medical  center  paid  the  Federal 
Government  $15.5  million  to  resolve  civil  liabilities  arising  from  the  over-recovery  of  Federal 
funds  for  indirect  costs  associated  with  research  grants  and  contracts.  The  OIG  worked 
closely  with  DOJ  and  the  Department's  indirect  cost  negotiators  in  bringing  to  closure  this 
largest  payback  ever  by  a  university  medical  center  for  overcharges  of  indirect  costs. 

Child  Support  Enforcement:  The  DOJ  has  been  working  since  1993  with  the  FBI  and  HHS 
Office  of  Child  Support  Enforcement  to  develop  an  avenue  for  interstate  child  support  cases 
administered  by  State  offices  (partially  federally  funded)  to  go  directly  to  the  appropriate  U.S. 
Attorney'  Offices  for  adjudication.  In  1995,  OIG  began  concentrating  on  cases  involving 
AFDC  payments  necessitated  by  parental  failure  to  provide  ordered  support.  More  recently, 
we  expanded  our  participation  in  child  support  cases  under  a  deputation  from  DOJ  to  include 
all  violations  of  the  Child  Support  Recovery  Act.  To  date,  OIG  has  initiated  over  250  child 
support  cases  nationwide.  These  cases  have  resulted  in  approximately  66  arrests,  41 
convictions,  and  court-ordered  restitution  of  over  $5.3  million. 
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DISCRETIONARY  INITIATIVES 

For  FY  1999,  the  Secretary  has  identified  eight  initiatives  as  areas  of  priority  for  the  Department: 

•  Youth  Substance  Abuse  Prevention 

•  Health  Care  Quality  Improvement 

•  Operation  Restore  Trust 

•  Children's  Health  Care 
Welfare  to  Work 

•  Reducing  Tobacco  Use  Among  Teens  and  Pre-teens 
Child  Care 

•  National  Health  Research 

OIG's  initiatives  for  FY  1998-1999  will  address  all  of  these  themes  and  many  of  the  underlying 
objectives. 

Within  the  context  of  its  work  and  performance  plans,  OIG  engages  in  a  comprehensive  annual 
planning  process  to  assure  that  its  audits,  evaluations,  and  investigations  are  properly  focused,  that 
all  program  risk  factors  are  identified,  and  that  OIG  resources  are  utilized  in  the  most  cost-effective 
and  efficient  manner. 

A  primary  objective  of  OIG's  planning  process  is  to  be  as  responsive  as  possible  to  the  needs  of  the 
Department,  the  Administration,  and  the  Congress.  To  do  so  requires  ongoing  sensitivity  to  and 
assessment  of  the  concerns  and  issues  facing  the  individuals  and  entities  served  by  OIG. 
Accordingly,  it  is  not  practical  for  OIG  to  plan  specific  work  assignments  beyond  a  year.  Therefore, 
in  supporting  its  goals  and  carrying  out  its  statutory  mandate,  OIG  has  developed  overall  focus  areas 
to  guide  its  work  planning  and  the  deployment  of  its  resources  in  the  FY  1998-1999  time  frame. 

Focus  Area:  Public  Health  Issues 

Citizens '  Petition  Process:  OIG  will  assess  the  efficiency  and  effectiveness  of  the  process  which 
allows  the  public  to  petition  the  Commissioner  of  FDA  on  matters  related  to  FDA  regulations  or 
administrative  actions. 

Investigational  New  Drugs:  OIG  will  assess  the  adequacy  of  FDA's  controls  over  investigational 
new  drugs. 


26 


227 


FDA:  OIG  will  review  FDA  regulation  of  institutional  review  boards  and  will  review  the  FDA's 
process  for  issuing  warning  letters  for  regulatory  violations.  We  will  also  assess  the  adequacy  of 
FDA's  handling  of  reports  of  adverse  drug  and  biological  (e.g.  blood)  events. 

Drug  Advertising:  OIG  will  assess  the  impact  of  emerging  advertising  and  promotional  efforts 
targeting  non-physician  audiences,  insuring  appropriate  beneficiary  protection  against  mis-medication 
as  well  as  effective  FDA  oversight  of  these  new  marketing  audiences  and  practices. 

Youth  and  Tobacco:  OIG  will  review  the  implementation  of  and  compliance  with  the  Synar 
amendment  which  has  authority  over  all  forms  of  tobacco  and  FDA's  regulatory  authority  over 
cigarettes  and  smokeless  tobacco.  OIG  will  also  identify  youth  perceptions  of  the  health  risks  from 
various  forms  of  tobacco. 

Core  Public  Health  Functions:  OIG  will  review  the  effects  of  managed  care  on  the  public  health 
infrastructure  and  it's  capacity  to  carry  out  the  core  functions  of  disease  prevention  and  surveillance 
and  data  collection.  OIG  will  also  examine  the  use  of  public  health  performance  measures  to 
improve  quality  of  care  in  managed  care  settings. 

Children 's  Health  Insurance  Program:  OIG  will  review  the  implementation  and  effectiveness  of 
outreach  practices  at  the  Federal  and  State  level  aimed  at  enrolling  eligible  children  in  Medicaid  and 
CHIPs.  OIG  will  examine  the  effects  on  children's  access  to  and  receipt  of  care  as  a  result  of  their 
enrollment  in  Medicaid  and  CHIPs.  OIG  will  review  both  Federal  and  State  efforts  at  developing 
and  implementing  systems  to  ensure  quality  of  care  and  provide  adequate  monitoring  oversight. 

HRSA  HIV/AIDS  Drug  Program:  OIG  will  examine  cost  saving  strategies  for  acquiring  drugs  under 
the  Ryan  White  Comprehensive  AIDS  Resources  Emergency  Care  Act  of  1990. 

Disclosure  Statements  Submitted  by  Universities:  OIG  will  review  disclosure  statements,  required  by 
OMB  and  Federal  Acquisition  Regulations,  to  determine  that  they  are  complete  and  reflect  actual  cost 
finding  practices  and  promote  uniformity  and  consistency  in  cost  accounting  by  universities. 

IHS:  OIG  will  examine  IHS  efforts  to  obtain  competitively  priced  health  care  from  private 
providers,  and  bill  and  collect  for  these  services  from  third  party  insurers  and  review  IHS  internal 
management  of  program  integrity  functions.  The  feasibility  of  legislation  requiring  that  contract 
health  service  providers  be  paid  at  or  below  Medicare  rates  for  IHS  clients  will  be  determined. 

NIH:  OIG  will  examine  the  effectiveness  of  the  National  Cancer  Institute's  toll  free  cancer 
information  telephone  line. 

Informed  Consent:  OIG  will  assess  how  Public  Health  Service  agencies'  programs  and  research 
protect  consumers  from  poor,  substandard  care. 
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Quality  and  Access  in  Managed  Care:  OIG  will  review  the  adequacy  of  managed  care  to  address 
special  populations'  unique  health  care  needs,  as  well  as  provide  access  to  services. 

Public  Health  Fraud:  OIG  investigations  of  fraud  in  public  health  programs  are  diverse,  complex, 
and  often  critical  to  protecting  the  health  of  the  American  people.  These  investigations  will  address 
grant  and  contract  fraud,  research  fraud,  and  allegations  of  wrongdoing. 

Focus  Area:  Administration  for  Children  and  Families 

Operation  of  Temporary  Assistance  Welfare  Programs:  The  OIG  will  work  with  Federal  and  State 
offices  in  their  continuing  implementation  of  welfare  reform.  Attention  will  be  focused  on  reviewing 
how  Federal  and  State  offices  are  directing  their  efforts  toward  achieving  successful  outcomes  and 
performance  in  welfare  programs.  For  example,  Federal  offices  must  take  a  greater  role  in  providing 
leadership  and  technical  assistance  to  States.  The  OIG  will  review  the  extent  to  which  this  is 
occurring  and  what  improvements  can  be  made.  OIG  will  also  examine  eligibility  issues  and 
exemptions  under  TANF.   Another  area  of  review  is  the  capacity  of  States  and  the  Federal 
Government  to  develop  and  manage  sufficient  data  system  infrastructures  to  accurately  and  reliably 
measure  the  goals  and  results  of  the  program.  OIG  will  also  review  coordination  with  other  critical 
support  programs  designed  to  move  welfare  recipients  into  employment,  especially  the  use  of  child 
care  funds  for  the  welfare  population  and  the  working  poor,  Medicaid,  child  support,  and  Head  Start. 
Finally,  OIG  will  ensure  that  other  Federal  programs,  where  funds  are  not  capped,  are  not  charged 
more  than  is  appropriate. 

Child  Care:  OIG  will  examine  subsidy  systems  for  child  care,  focusing  on  issues  such  as  health  and 
safety,  licensing  standards,  voucher  and  contract  system  and  fraud  and  abuse  potential.  OIG  will 
identify  areas  of  potential  vulnerabilities  and  effective  practices  in  the  use  of  child  care  vouchers. 
We  will  review  State  and  tribal  capacity  and  barriers  to  effectively  and  efficiently  administer  new 
block  grant  funds.  OIG  will  assess  the  success  of  technical  assistance  provided  to  States  on  child 
care  issues. 

Increasing  Collection  in  the  Child  Support  Enforcement  Program:  OIG  will  continue  to  evaluate  new 
methods  for  improving  child  support  collections  including  new  systems  under  development  as  a  result 
of  the  1996  welfare  reform  law.  The  performance  and  effectiveness  of  systems  including  the  New 
Hire  database,  the  expanded  Federal  Parent  Locator  Service  and  the  National  Case  Registry  System 
will  be  reviewed.  OIG  will  continue  to  review  other  methods  to  increase  collections  including 
enhanced  enforcement  mechanisms,  inter-state  enforcement  and  paternity  establishment.  OIG  will 
conduct  a  customer  satisfaction  survey  of  how  the  Federal  Office  of  Child  Support  Enforcement 
assists  the  States.  OIG  efforts  in  the  areas  of  enforcing  the  Child  Support  Recovery  Act  will  increase 
with  emphasis  placed  on  instituting  "best  practice  methodologies"  to  support  the  investigation  and 
prosecution  of  these  matters. 

OIG  reviews  will  evaluate  various  options  and  methods  for  establishing  and  enforcing  support  orders, 
the  impact  on  reduction  in  welfare  payments,  and  effective  program  administration.   We  will 
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evaluate  such  areas  as  reliability  of  data  reporting,  effectiveness  of  automated  systems,  integrity  of 
management  information  systems  procurements,  employer  compliance  with  new  hire  reporting  of  the 
noncustodial  parent,  appropriateness  of  costs  charged  to  the  child  support  program,  incentive 
funding,  performance  measures,  and  coordination  with  the  TANF  program. 

Child  Welfare,  Child  Protection  and  Child  Development  Systems:  OIG  will  conduct  reviews  that 
include:  States'  use  of  for-profit  institutions  in  caring  for  foster  children;  ACF's  efforts  to  ensure  the 
reliability  of  data  in  its  Adoption  and  Foster  Care  Analysis  and  Reporting  System;  an  analysis  of 
foster  care  maintenance  payment  rates;  the  amount  of  child  care  costs  as  a  component  of  the  foster 
care  maintenance  payment;  a  determination  of  whether  foster  children  should  be  receiving  health  care 
benefits  from  noncustodial  parents;  States'  use  of  contracting  or  otherwise  privatizing  services  to 
foster  children;  and  State  licensing  and  quality  of  assurance  in  residential  foster  care.  Internal 
controls  will  also  be  reviewed  to  address  such  issues  as  whether  cost  shifting  has  occurred  since  the 
passage  of  the  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996. 

OIG  will  also  review  the  adequacy  of  Child  Protective  Services'  systems  to  prevent 
continuance/recurrence  of  child  abuse  and  neglect. 

The  OIG's  work  will  include  assistance  to  ACF  in  its  efforts  to  strengthen  the  financial  management 
and  program  compliance  capabilities  of  Head  Start  grantees.  Included  here  is  OIG  partnership  work 
with  ACF's  Head  Start  Bureau.  In  response  to  the  Bureau's  concerns  with  several  grantees,  the  OIG 
has  been  providing  contracted  audit  services  under  a  streamlined,  cost  competitive  procurement 
mechanism  developed  with  the  Office  of  the  Assistant  Secretary  for  Management  and  Budget. 
Several  of  these  reviews  have  been  completed  and  have  resulted  in  plans  to  correct  deficiencies, 
monetary  recoveries  and  the  termination  of  a  grantee.  OIG  reviews  will  continue  through  this  fiscal 
year  and  will  include  evaluations  of  Comprehensive  Child  Development  Program  grants  which  are 
scheduled  to  be  converted  to  early  Head  Start  programs. 

OIG  will  also  conduct  reviews  of  the  Head  Start  and  child  welfare  revamped  monitoring  systems  that 
promised  better  data  on  how  these  programs  operate  and  achieve  their  goals.  We  will  review 
whether  progress  has  been  made  on  moving  children  more  quickly  into  adoptive  homes  from  foster 
care  as  well  as  reducing  costs  in  residential  foster  care.  We  will  look  at  the  impact  of  family 
violence  in  relation  to  effective  foster  care  and  adoption  programs. 

Programs  for  Self-Sufficiency:  OIG  will  review  elements  of  programs  that  are  designed  to  move 
welfare  recipients  into  employment;  specifically,  service  delivery  and  oversight  regarding  use  of 
child  care  funds  and  vouchers  as  well  as  exemptions  from  participation.  The  OIG  will  focus  on  the 
Independent  Living  Program  to  assess  the  amount  of  funding  spent  on  program  staff  and 
administrative  services,  the  amount  spent  for  direct  assistance  to  program  recipients  in  establishing 
their  own  residence,  and  oversight  regarding  use  of  child  care  funds. 
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Maintaining  Fiscal  and  Program  Integrity:  OIG  will  evaluate  the  efficiency  and  effectiveness  of  the 
Refugee  Resettlement  and  Community  Services  programs  with  a  focus  on  the  use  and  accountability 
of  Federal  funds  as  well  as  achievement  of  program  objectives. 

Focus  Area:  Administration  on  Aging 

Services  for  the  Aged:  OIG  will  conduct  reviews  to:  determine  the  adequacy  of  services  and 
programs  for  investigating  elderly  abuse;  identify  innovative  methods  to  strengthen  programs  to 
protect  elderly  persons;  identify  possible  vulnerabilities  to  the  elderly  admitted  into  a  psychiatric 
facility;  and  assess  the  operation  of  the  Ombudsman  program. 

Focus  Area:  Department-wide 

Administrative  Costs:  OIG  will  continue  reviews  that  focus  on:  areas  of  concern  that  affect  the 
current  system  of  allocating  administrative  costs;  maintaining  excessive  accumulated  surplus 
balances;  the  allowability  of  costs  being  charged  to  Federal  programs;  the  variability  among  States  in 
the  amount  of  administrative  costs  being  spent;  possible  Federal  overpayments  to  public  pension 
plans;  and  return  of  Federal  share  of  escheated  warrants  (e.g.  uncashed  welfare  checks). 

Financial  Statements:  OIG  will  perform  audits  for  the  purpose  of  expressing  opinions  on  the 
financial  statements  of  certain  reporting  entities  in  the  Department  as  identified  under  the  Chief 
Financial  Officers  (CFO)  Act  of  1990  and  Government  Management  Reform  Act  of  1994. 

EDP  Auditing:  The  OIG  will  conduct  reviews  to  assist  the  Department  in  making  an  assessment  of 
the  OPDIVs'  progress  in  making  all  mission  critical  systems  Year  2000  (Y2K)  compliant.  The 
reviews  will  determine  if  the  OPDrVs  are  expending  a  reasonable  amount  of  effort  to  reduce  the  risk 
of  Y2K  failure  to  an  acceptable  level. 
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FY  1998  Discretionary  FTE  (362  )  By  Component 


OAS         Ol         OEI       OCIG  EM 


RATIONALE  FOR  THE  BUDGET  REQUEST 

OIG's  discretionary  budget  request  for  FY  1999  is  309  FTE  and  $29,000,000,  a  decrease  of 
$2,921,000  below  the  FY  1998  operating  level.  The  increases  for  annualization  of  the  January  1998 
pay  raise,  the  anticipated  January  1999  pay  raise  of  3.1  percent,  and  other  mandatory  personnel  and 
inflationary  costs,  will  be  offset  by  reductions  in  discretionary  FTE  and  administrative  costs. 
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OFFICE  OF  INSPECTOR  GENERAL 
AMOUNTS  AVAILABLE  FOR  OBLIGATION 


Mandatory  Appropriation:' 
Health  Care  Fraud  and  Abuse  Control  Program 

Unobligated  Balance  Lapsing 
Total  Obligations 


FY  1997  FY  1998  FY  1999 

Actual  Appropriation  Estimate 

70,000,000  84,650,000  97,350,000 

-598,000 

$  69,402,000  $84,650,000  $97,350,000 


'The  FY  1999  level  of  mandatory  funding  for  the  OIG  is  an  estimate  based  on  the  FY  1998  allocation  in  the 
Health  Care  Fraud  and  Abuse  Control  Program.  Actual  FY  1999  distribution  will  change  pending  agreement 
between  the  Secretary  of  HHS  and  the  Attorney  General. 
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OFFICE  OF  INSPECTOR  GENERAL 

BUDGET  AUTHORITY  BY  OBJECT 

MANDATORY  APPROPRIATION1 


1998 
Apprppriations 

1999 
Estimate 

Increase  or 
Decrease 

Full-time  equivalent  employment 

851 

966 

+  115 

Full-time  equivalent  of  overtime  and 
holiday  hours 

1 

1 

.. 

Average  SES  salary 
Average  GS  grade 
Average  GS  salary 

SI  17,964 
11.4 
$51,436 

$117,964 
11.2 
$52,394 

-0.2 
+  $958 

Average  grade,  grades  established  by  act  of 
July  1,  1944  (42  USC  207)  Commissioned 
Corps 

6 

6 

- 

Average  salary,  grades  established  by  act  of 
July  1,  1944  (42  USC  207)  Commissioned 
Corps 

$68,580 

$70,706 

+  $2,126 

Personnel  compensation: 

Full-time  permanent 

49,946,000 

58,198,000 

+  8,252,000 

Other  than  full-time  permanent 

208,000 

225,000 

+  17,000 

Other  personnel  compensation 

481,000 

588,000 

+  107,000 

Total  personnel  compensation 

50,635,000 

59,011,000 

+  8,376,000 

Civilian  personnel  benefits 

11,344,000 

13,145,000 

+  1,801,000 

Benefits  to  former  personnel 

0 

0 

0 

Subtotal,  Pay  Costs 

61,979,000 

72,156,000 

+  10,177,000 

Travel 

3,209,000 

3,848,000 

+639,000 

Transportation  of  things 

456,000 

494,000 

+38,000 

Rental  payments  to  GSA 

4,735,000 

5,382,000 

+647,000 

Rental  payments  to  others 

71,000 

75,000 

+4,000 

Communications,  utilities  and  miscellaneous 

1,207,000 

1,269,000 

+62,000 

charges 


1  The  FY  1999  level  of  mandatory  funding  for  the  OIG  is  an  estimate  based  on  the  FY  1998  allocation  in  the 
Health  Care  Fraud  and  Abuse  Control  Program.  Actual  FY  1999  distribution  will  change  pending  agreement 
between  the  Secretary  of  HHS  and  the  Attorney  General. 
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1998 
Appropriations 

1999 
Estimate 

increase  or 
Decrease 

Printing  and  reproduction 

256  000 

■yf.fi  nno 

+ 10,000 

Advisory  and  assistance  services 

270,000 

273,000 

+  3,000 

Other  Services 

1,003,000 

1,050,000 

+47,000 

Purchases  of  goods  and  services  from  other 
government  accounts 
(Service  and  Supply  Fund  Payment) 

8,611,000 
(4,219,000) 

9,079,000 
(4,774,000) 

+468,000 
(  +  555,000) 

Operations  and  Maintenance 

485,000 

532,000 

+47,000 

Subtotal,  Contractual  Services 

10,369,000 

10,934,000 

+  565,000 

Supplies  and  materials 

786,000 

863,000 

+77,000 

Equipment 

1,582,000 

2,063,000 

+481,000 

Subtotal,  Non-pay  costs 

22,671,000 

25,194,000 

+  2,523,000 

Total  BA  by  Object  Class 

84,650,000 

97,350,000 

+  12,700,000 
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HEALTH  CARE  FRAUD  AND  ABUSE  CONTROL  PROGRAM 

The  Social  Security  Act  Section  1128C(a),  as  established  by  the  Health  Insurance  Portability  and 
Accountability  Act  of  1996  (P.L.  104-191,  HIPAA  or  the  Act),  created  the  Health  Care  Fraud  and 
Abuse  Control  (HCFAC)  Program,  a  far-reaching  program  to  combat  fraud  and  abuse  in  health  care, 
including  both  public  and  private  health  plans.  Under  the  joint  direction  of  the  Attorney  General  and 
the  Secretary  of  Health  and  Human  Services  (HHS)  acting  through  the  Department's  Inspector 
General,  the  Program's  goals  are: 

(1)  to  coordinate  federal,  state  and  local  law  enforcement  efforts  relating  to  health  care  fraud  and 
abuse; 

(2)  to  conduct  investigations,  audits,  and  evaluations  relating  to  the  delivery  of  and  payment  for 
health  care  in  the  United  States; 

(3)  to  facilitate  enforcement  of  all  applicable  remedies  for  such  fraud; 

(4)  to  provide  guidance  to  the  health  care  industry  regarding  fraudulent  practices;  and 

(5)  to  establish  a  national  data  bank  to  receive  and  report  final  adverse  actions  against  health  care 
providers. 

The  Act  also  requires  that  an  amount  equaling  recoveries  from  health  care  investigations  -  including 
criminal  fines,  forfeitures,  and  civil  and  administrative  penalties  and  judgments,  but  excluding 
restitution,  compensation  and  relator's  awards  -  shall  be  deposited  in  the  Federal  Hospital  Insurance 
(HI)  Trust  Fund.  In  addition,  the  Act  appropriated  monies  from  the  Trust  Fund  to  a  newly  created 
expenditure  account,  called  the  Health  Care  Fraud  and  Abuse  Control  (HCFAC)  Account,  in 
amounts  that  the  Secretary  and  Attorney  General  jointly  certify  are  necessary  to  finance  anti-fraud 
activities.  The  maximum  amounts  available  for  expenditure  are  specified  in  the  Act.  Certain  of  these 
sums  are  to  be  available  only  for  activities  of  the  HHS  Office  of  Inspector  General  (OIG),  with 
respect  to  Medicare  and  Medicaid  programs.  To  the  extent  that  the  remaining  funds  are  not  spent 
directly  by  HHS  and  the  Department  of  Justice  (DOJ),  funds  may  be  made  available  to  other  federal, 
state  and  local  health  care  enforcement  organizations  for  purposes  that  further  the  Program. 

The  Act  further  requires  the  Attorney  General  and  the  Secretary  to  submit  a  joint  annual  report  to  the 
Congress  setting  forth  revenues  and  expenditures  under  the  Program,  and  justifications  for 
disbursements  from  the  Account.  The  FY  1997  Annual  Report  on  the  HCFAC  Program  was 
completed  and  submitted  to  Congress  in  January  1998. 
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In  November  1996,  HHS  and  DOJ  signed  a  Memorandum  of  Understanding  that  set  out  procedures 
for  the  establishment  of  the  Account,  allocation  of  funds  under  the  Program,  expenditures  of  Account 
funds  and  accounting  for  such  funds,  tracking  of  recoveries  under  the  Program,  and  overall 
evaluation  of  the  Program. 

In  January  1997,  the  Attorney  General  and  the  Secretary  issued  guidelines  that  provide  a  coordinated 
framework  for  enforcement  and  prevention  efforts.  The  guidelines  incorporated  input  from  the  law 
enforcement  agencies  charged  with  combating  health  care  fraud. 

The  HIPAA  appropriates  $104.0  million  in  FY  1997,  $119.6  million  in  FY  1998  and  $137.5  million 
in  FY  1999  for  the  HCFAC  Program.  In  FY  1999,  not  less  than  $90  million  and  no  more  than 
$100  million  is  authorized  to  the  OIG  for  work  involving  Medicare  and  Medicaid  fraud  and  abuse. 
The  allocation  of  the  remaining  funds  in  FY  1999  will  be  determined  by  agreement  between  the 
Secretary  of  HHS  and  the  Attorney  General. 

MANDATORY  PROGRAM  ACCOMPLISHMENTS 

To  make  the  most  effective  use  of  the  tools  and  resources  provided  under  HIPAA,  HHS/OIG  and 
DOJ,  along  with  other  Federal,  State  and  local  agencies  are  joined  in  a  coordinated  national  health 
care  fraud  enforcement  and  prevention  program.  Examples  of  these  efforts  and  OIG  initiatives 
follow: 

Laboratory  Fraud:  During  FY  1997,  OIG,  in  coordination  with  DOJ  and  other  law 
enforcement  agencies,  concluded  a  3-year  initiative  targeted  at  abusive  marketing  and  billing 
practices  by  the  Nation's  largest  independent  clinical  laboratories.  During  the  course  of  this 
initiative,  OIG  found  numerous  problems  in  the  ways  that  most  independent  clinical 
laboratories  were  charging  Medicare  for  clinical  tests.  The  Federal  Government's  cases 
against  independent  clinical  laboratories  has  brought  the  total  amount  recovered  to  more  than 
$800  million  and  has  resulted  in  three  corporate  criminal  convictions. 

Diagnostic  Related  Groups  (PRO)  72  Hour  Window  Project:  A  series  of  audits  conducted  by 
HHS/OIG  disclosed  that  many  hospitals  were  improperly  billing  Medicare  for  outpatient 
services  rendered  within  72  hours  prior  to  a  hospital  admission,  in  addition  to  billing  for  the 
set  fee  (the  DRG)  Medicare  pays  for  each  admission  (which  is  supposed  to  include  the 
outpatient  services  rendered  within  72  hours  prior  to  the  admission).  In  response,  HHS/OIG 
and  DOJ  launched  a  national  initiative  to  recover  these  duplicate  payments,  and  to  compel 
hospitals  to  institute  corrective  measures  to  prevent  such  improper  claims  in  the  future.  As  of 
October  1,  1997,  settlements  had  been  reached  with  approximately  380  hospitals,  with  over 
$46  million  returned  to  the  Federal  Government. 

Federal  and  State  Partnership:  Joint  Audits  of  Medicaid:  One  of  OIG' s  major  initiatives  has 
been  to  work  more  closely  with  State  auditors  in  reviewing  the  Medicaid  program.  To  foster 
the  creation  of  these  joint  review  efforts  and  to  provide  broader  coverage  of  the  Medicaid 
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program,  the  Partnership  Plan  was  developed.  The  partnership  approach  has  been  a  more 
effective  use  of  scarce  audit  resources  by  both  the  Federal  and  the  State  audit  sectors.  To 
date,  partnerships  have  been  developed  with  19  State  auditors,  11  State  Medicaid  agencies  and 
2  State  internal  audit  groups.  Extensive  sharing  of  audit  ideas,  approaches  and  objectives  has 
taken  place  between  Federal  and  State  auditors.  Completed  reports  have  identified  over  $100 
million  in  Federal  and  State  funds  for  potential  recovery  or  future  savings. 

MANDATORY  INITIATIVES 

Focus  Area:  Health  Care  Financing  Administration 

Operation  Restore  Trust  (Project  ORT):  Project  ORT  is  a  Secretarial  initiative  to  reduce  the 
incidence  of  fraud,  waste  and  abuse  in  the  Medicare  and  Medicaid  programs.  Moving  from  a  two- 
year  demonstration  project,  ORT  has  been  expanded  to  incorporate  all  care  paid  for  by  these 
programs  throughout  the  country.  Project  ORT  is  co-chaired  by  the  OIG  and  HCFA  and  utilizes 
partnerships  with  other  Department  components,  other  Federal  units  (such  as  the  Department  of 
Justice)  and  State  and  local  agencies  (such  as  the  Medicaid  Fraud  Control  Units).  Emphasizing  an 
interdisciplinary  and  intergovernmental  approach,  ORT  will  continue  to  improve  the  Department's 
ability  to  identity  fraudulent  and  abusive  health  care  providers,  and  correct  systemic  problems.  It 
will  continue  to  integrate  the  talents  of  local  aging  organizations,  State  survey  officials,  and 
ombudsmen  in  identifying  and  reporting  fraud  and  abuse.  The  1-800-HHS-TIPS  Hotline  is  an 
important  part  of  Project  ORT  and  involves  the  public.  We  will  continue  to  form  partnerships  with 
the  health  care  industry  to  publicize  "best  practices",  promote  voluntary  compliance  plans,  establish 
an  adverse  action  data  bank,  and  consult  on  broad  program  integrity  strategies. 

The  demonstration  phase  of  Project  ORT  yielded  remarkable  results:  58  civil  actions;  74 
convictions;  218  providers  excluded;  identification  of  more  than  $187.5  million  in  fines,  recoveries, 
settlements  and  civil  monetary  penalties  owed  to  the  Federal  Government;  and  about  69  providers 
under  indictment. 

Hospitals:  OIG  efforts  will  focus  on  reviews  to  determine:  whether  a  targeted  approach  for 
identifying  diagnosis  related  group  (DRG)  miscoding  is  effective;  the  effects  of  marketplace  changes 
and  payment  policy  on  provider  incentives  and  profits;  the  effect  of  hospital  ownership  on  physician 
practices  and  billing  practices  and  utilization;  the  effect  of  financial  arrangements  on  hospital 
discharge  planning;  and  the  use  of  private  hospital  accreditation.  We  will  also  determine  whether 
hospitals  are  correctly  coding  patient  stays. 

Physicians:  OIG  will  assess  the  effect  of  hospital  ownership  on  physician  practices.  OIG  will  also 
conduct  reviews  focusing  on  compliance  with  the  Medicare  rule  affecting  payment  for  physicians' 
services  provided  by  residents,  and  whether  teaching  physicians  were  properly  coding  the  level  of 
service  provided.  OIG  will  also  review  the  growing  use  of  billing  services  to  submit  Medicare 
claims. 
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Contractor  Operations  and  Reform:  OIG  will  assess  the  efficiency  and  effectiveness  of  operations  at 
Medicare  carriers  and  intermediaries  and  the  implementation  and  impact  of  reforms.  We  will  also 
evaluate  the  issuance  of  provider  numbers  and  the  data  needed  to  verify  the  validity  of  the  applicants 
for  numbers. 

Managed  Care:  OIG  will:  determine  the  appropriateness  of  payments,  beneficiary  protection  and 
access  to  quality  service,  and  the  fiscal  stability  of  managed  care  arrangements;  assess  beneficiary 
perspectives  of  risk-based  health  maintenance  organizations  (HMOs);  and  evaluate  whether 
beneficiaries  are  being  disenrolled  from  HMOs  inappropriately.  OIG  will  also  analyze  Medicaid 
managed  care  plans'  and  disabled  and  end  stage  renal  disease  experiences  with  HMOs  fraud  and 
abuse  control  activities;  and  will  review  the  additional  benefits  offered  by  Medicare  managed  care 
plans. 

Durable  Medical  Equipment  (DME):  OIG  will  review  reduced  necessity  of  portable  oxygen  systems, 
diabetic  shoes,  and  supply  dialysis  kits.   OIG  will  also  review  the  physician's  role  in  certifying 
DME  and  the  effectiveness  of  the  DMERCs. 

Medicare  Mental  Health  Services:  OIG  will  examine  the  growth  of  partial  hospitalization  program 
expenditures  to  determine  if  these  mental  health  services  are  properly  supported  by  medical  evidence 
and  if  submitted  costs  meet  the  Medicare  reimbursement  guidelines. 

Federal/State  Joint  Audits  of  the  Medicaid  Program:  OIG  will  review  issues  that  will  result  in 
Medicaid  program  improvements  and  reduce  the  cost  of  providing  needed  services  to  recipients. 
Several  broad  issue  areas  have  been  identified  as  targets  of  opportunity  for  joint  Federal/State 
initiatives.  Over  20  State  partnership  reports  have  been  issued  to  date,  with  over  $100  million  in 
State  and  Federal  funds  identified  for  potential  recovery  or  future  savings. 

Medicaid  Managed  Care:  OIG  will  assess  whether  the  quality  of  and  access  to  health  care  services 
for  Medicaid  beneficiaries  has  been  impacted  by  the  growth  in  Medicaid  managed  care.  OIG  will 
focus  on  issues  related  to  enrollment  and  eligibility,  quality  oversight,  as  well  as  fraud  and  abuse 
concerns.  As  more  States  shift  to  managed  care  to  control  program  costs,  OIG  will  examine  how 
States  ensure  that  managed  care  providers  deliver  mandated  services.  OIG  will  examine  how 
Medicaid  managed  care  waivers  affect  the  treatment  of  persons  with  HIV/ AIDS.  OIG  will  also 
examine  the  use  and  potential  cost  savings  to  Medicaid  of  outpatient  services  for  detoxification  in 
managed  care  settings. 

Medicaid  Mental  Health  Services:  OIG  will  examine  types  of  mental  health  services  provided  to 
adults  and  children  who  are  enrolled  in  the  Medicaid  program  and  determine  appropriateness  of  the 
services  being  billed  to  Medicaid. 

Immigration  and  Welfare  Report:  OIG  will  examine  the  impact  of  welfare  reform  on  immigrant 
implementation  and  focus  on  eligibility  and  termination  of  Medicaid  for  some  legal  immigrants  once 
they  lose  SSI. 
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Home  Health  Services:  Payment  for  home  health  services  has  grown  significantly.  OIG  reviews  will 
examine  payment  controls  at  Medicaid  State  agencies  and  the  types  of  services  furnished  by 
providers. 

Nursing  Home  Services:  OIG  will  review  expenditures  for  services  provided  to  nursing  home 
residents  such  as  therapy  services  and  Mental  health  services.  OIG  will  also  focus  on  quality  of  care 
in  nursing  homes.  Specifically,  we  will  examine  the  nursing  home  survey  and  certification  process 
and  the  implementation  of  OBRA  87. 

Welfare  Reform:  OIG  will  evaluate  the  changes  in  expenditures  for  Medicaid  services  as  a  result  of 
welfare  reform,  and  will  assess  its  impact  on  new  Medicaid  eligibility  determinations,  in  addition  to 
existing  Medicaid  recipients. 

Medicaid  Data  Systems:  OIG  will  assess  data  collected  by  the  Medicaid  program  to  determine 
whether  it  meets  the  needs  of  program  a<taiinistrators  and  identify  where  additional  information  is 
still  needed. 

Drugs:  OIG  will  monitor  the  operations  of  the  Medicaid  drug  rebate  program,  Medicare  payment 
and  utilization  of  prescription  drugs,  emerging  trends  in  the  pharmaceutical  industry,  and  their  effect 
on  utilization  and  pricing. 

Clinical  Laboratory  Services:  Current  OIG  reviews  will  continue  to  identify  abusive  providers,  as 
well  as  identify  overbillings  and  duplicate  billings  in  both  the  Medicare  and  Medicaid  programs.  We 
will  also  review  the  implementation  of  enforcement  provisions  of  the  Clinical  Laboratory 
Improvement  Amendments,  as  well  as  work  with  the  clinical  laboratory  industry  to  develop  a  model 
compliance  program. 

Project  Bad  Bundle:  This  is  an  ongoing  project  in  which  the  OIG  and  DOJ  joined  forces  to  combat 
Medicare  and  Medicaid  fraud  in  hospital  outpatient  laboratory  billing  practices.  Beginning  in  Ohio 
and  moving  to  several  other  States,  this  project  seeks  to  recover  overpayments  related  to  erroneous 
or  excessive  claims  submitted  for  hematology  and  automated  blood  chemistry  tests  by  hospital 
outpatient  laboratories.  Laboratory  services  are  particularly  vulnerable  to  overpayments  because  of 
the  multiple  number  of  tests  ordered  at  one  time  and  the  capability  of  automated  equipment  to  run 
several  tests  from  one  sample.  The  reimbursement  for  tests  bundled  into  a  panel  is  less  than  that  for 
each  test  run  separately,  and  hospitals  are  required  to  bill  certain  blood  tests  using  a  "bundled"  code. 

Technology:  OIG  will  assess  the  cost  effectiveness  of  telemedicine  for  primarily  rural  areas,  since 
there  is  limited  access  to  health  care  specialists.  OIG  will  focus  on  cost  savings  by  avoiding  the  need 
to  transfer  patients  from  community  hospitals  to  urban  medical  centers  for  specialty  care. 
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EDP  Auditing:  In  addition  to  its  Department-wide  Year  2000  compliance  work,  OIG  will  oversee 
HCFA's  efforts  in  (1)  implementing  new  administrative  simplification  provisions  of  the  Health 
Insurance  Portability  and  Accountability  Act  (HIPPA)  of  1996  and  (2)  developing  new  prospective 
payment  systems  for  Medicare  Part  A  and  a  new  Medicare  choice  program  called  for  by  the  Balanced 
Budget  Act  of  1997. 

Investigations:  OIG  investigations  will  focus  on:  Medicare  Part  A  facilities;  entities  that  billed  the 
Medicare  programs  for  services  not  rendered,  or  that  manipulated  diagnosis-related  group  codes  in  an 
effort  to  inflate  their  reimbursement  amount;  Medicare  Part  B  complaints  from  a  variety  of  sources, 
including  fraudulent  schemes  in  various  areas  of  medical  services;  Medicaid  fraud  investigations  in 
States  without  Medicaid  Fraud  Control  Units  or  where  there  is  a  shared  interest;  and  other  HCFA 
programs  such  as  grants  and  contracts  with  carriers  and  intermediaries. 

Patient  Dumping:  OIG  will  increase  enforcement  activity  under  the  statute  which  prohibits  the 
discharge  of  an  emergency  room  patient  prior  to  that  patient  being  appropriately  examined  and 
medically  stabilized. 

Model  Compliance  Plans:  OIG  will  increase  the  number  of  model  compliance  plans  issued  to  health 
industries,  such  as  hospitals,  health  maintenance  organizations,  and  home  health  providers,  and  will 
continue  vigorously  to  promote  the  installation  of  meaningful  compliance  plan  in  provider 
organizations. 

Industry  Guidance:  OIG  will  promulgate  final  regulations  implementing  the  advisory  opinion 
process,  and  an  interim  final  regulation  for  the  "shared  risk"  exception  to  the  anti-kickback  statute, 
which  is  the  result  of  a  negotiated  rulemaking  process.  OIG  will  also  issue  final  regulations  on 
additional  anti-kickback  safe  harbor  concepts,  and  proposed  regulations  on  several  others. 

Exclusions  from  Health  Programs:  OIG  will  continue  to  impose  exclusions  on  those  who  have  been 
convicted  of  health-related  offenses,  failed  to  repay  Federal  loans,  lost  their  license  to  practice  for 
substantive  reasons,  etc. 
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RATIONALE  FOR  THE  BUDGET  REQUEST 

In  FY  1999,  OIG  will  receive  not  less  than  $90,000,000  and  no  more  than  $100,000,000  from  the 
$137.5  million  appropriated  in  the  HCFAC  Program.  Actual  allocation  of  the  FY  1999  HCFAC 
Program  resources  will  be  determined  by  the  Secretary  of  HHS  and  the  Attorney  General. 
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Executive  Summary  -  FY  1999  Performance  Plan 

The  OIG's  mission,  which  is  derived  from  the  Inspector  General  Act,  is  as  follows: 

Under  the  authority  of  the  IG  Act,  we  improve  HHS  programs  and  operations  and  protect 
them  against  fraud,  waste,  and  abuse.  By  conducting  independent  and  objective  audits, 
evaluations,  and  investigations  we  provide  timely,  useful,  and  reliable  information  and  advice 
to  Department  officials,  the  Administration,  the  Congress,  and  the  public. 

The  OIG  deploys  its  resources  to  achieve  their  greatest  value  and  impact  by  developing  and  executing 
an  annual  work  plan  that  addresses  the  issues  of  highest  priority  to  the  Secretary,  the  Administration, 
and  the  Congress. 

The  primary  measure  of  OIG  performance  is  return  on  the  funds  invested  in  its  mission  to  deter 
fraud,  waste  and  abuse,  and  to  recommend  systemic  improvements  to  HHS  programs.  We  measure 
this  return  in  several  ways,  including  (1)  expected  recoveries  (receivables)  stemming  from  the 
successful  prosecution  of  cases  developed  by  OIG  investigations,  (2)  expected  recoveries  arising  from 
audit  disallowances,  and  (3)  independently  scored  savings  attributable  to  the  implementation  of  OIG 
recommendations  via  legislative,  regulatory,  or  administrative  means.  We  consider  these  interim 
outcome  measures.  The  related  output  measures  include  the  number  of  investigations,  audits,  or 
evaluations  done. 

Although  the  most  important  outcome  of  OIG  effectiveness  may  be  its  deterrent  effect  based  on 
systemic  changes  and  widespread  knowledge  of  the  high  likelihood  of  detection  and  successful 
prosecution,  data  does  not  exist  to  assess  this. 

Our  experience  with  the  interim  outcome  measures  is  that  they  are  subject  to  predictable  influences, 
such  as  budget  and  staffing  levels,  and  unpredictable  events,  such  as  the  discovery  of  individual  cases  of 
fraud  with  the  potential  to  yield  awards  or  settlements  that  are  orders  of  magnitude  above  most  others. 
In  addition,  it  often  takes  several  years  beyond  the  conclusion  of  OIG  work  on  a  given  case,  audit,  or 
evaluation  for  its  outcome  to  be  final.  Overall,  the  result  is  historical  patterns  that  render  trend  analysis 
of  little  value  in  projecting  future  goals. 

In  carrying  out  its  mission,  the  OIG  works  with  the  Department,  its  operating  divisions,  the  Department 
of  Justice,  other  agencies,  and  the  Congress  to  bring  about  systemic  changes,  successful  prosecutions, 
negotiated  settlements,  and  recovery  of  funds. 

OIG  audits,  investigations,  and  evaluations  are  performed  by  a  nationwide  network  of  highly  trained 
professional  staff  in  the  Washington-Baltimore  area,  HHS  Regional  Offices,  and  more  than  fifty 
additional  field  locations  across  the  U.S.  The  OIG  is  currently  expanding  its  resources,  as  required 
under  the  fraud  and  abuse  provisions  of  the  Health  Insurance  Portability  and  Accountability  Act  of 
1996.  By  the  year  2002,  we  will  have  a  total  of  more  than  eighty  field  locations,  including  at  least  one 
in  every  state. 
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The  importance  of  teamwork  with  our  partners  in  HHS,  other  executive  branch  agencies,  the  Congress, 
and  State  Governments  cannot  be  overemphasized,  however.  Without  it,  much  of  the  work  of  the  OIG 
would  be  unable  to  bear  fruit.  For  example,  the  OIG  Office  of  Investigations  conducts  investigations  of 
alleged  wrongdoing.  Many  of  these  investigations  lead  to  criminal  convictions  in  Federal  Courts, 
brought  about  through  the  efforts  of  U.S.  Attorneys  of  the  Department  of  Justice.  By  the  same  token, 
the  quality  and  quantity  of  our  investigations  have  a  direct  bearing  on  the  success  of  our  partners  in  the 
criminal  justice  system.  The  practical  effect  of  this  on  the  OIG  is  that  we  rely  on  the  efforts  of  the 
entire  system,  of  which  we  are  but  one  part,  as  the  means  for  achieving  our  results. 
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Office  of  Inspector  General 
FY  1999  Performance  Plan 

Program  Activity  Description 

The  program  activity  covered  by  this  plan  is  the  Office  of  Inspector  General  (OIG).  The 
OIG's  mission,  which  is  derived  from  the  Inspector  General  Act,  is: 

Mission 

Under  the  authority  of  the  IG  Act,  we  improve  HHS  programs  and  operations 
and  protect  them  against  fraud,  waste,  and  abuse.  By  conducting  independent 
and  objective  audits,  evaluations,  and  investigations  we  provide  timely,  useful, 
and  reliable  information  and  advice  to  Department  officials,  the 
Admmistration,  the  Congress,  and  the  public. 

The  OIG  deploys  its  resources  to  achieve  their  greatest  value  and  impact  by  developing 
and  executing  an  annual  work  plan  that  addresses  the  issues  of  highest  priority  to  the 
Secretary,  the  Admmistration,  and  the  Congress.  In  this  way,  the  activities  of  the  OIG  are 
fully  in  concert  with  and  supportive  of  the  HHS  Strategic  Plan  and  the  plans  of  the 
Department's  operating  divisions. 

The  OIG's  strategic  goals,  annual  work  plan,  and  annual  performance  plan  are  fully 
integrated  and  support  the  OIG's  annual  budget  request.  To  the  extent  available,  the  OIG 
deploys  its  scarce  resources  to  the  issues  of  highest  priority,  and  its  annual  budget  request 
provides  for  the  minimal  coverage  necessary  for  the  Department  and  the  Inspector 
General  to  meet  their  responsibilities. 

The  primary  measure  of  OIG  success  is  return  on  the  funds  invested  in  its  mission  to 
deter  fraud,  waste  and  abuse,  and  to  recommend  systemic  improvements  to  HHS 
programs.  We  measure  this  return  in  several  ways  but,  for  purposes  of  the  annual 
performance  plan,  it  includes  the  elements  regularly  reported  by  the  OIG  to  the  Secretary 
and  the  Congress:  (1)  independently-scored  savings  (e.g.,  CBO,  HCFA)  resulting  from 
OIG-recommended  policy  changes  that  were  implemented,  including  "funds  put  to  better 
use";  (2)  anticipated  criminal  and  civil  recoveries  (receivables)  arising  from  OIG 
investigative  efforts;  and  (3)  audit  disallowances. 

The  OIG  also  reports  to  the  Congress  other  measures  of  performance  that  include,  for 
example,  the  number  of  successful  criminal  and  civil  judicial  prosecutions  and  the 
number  of  individual  and  corporate  providers  processed  for  exclusion  from  Medicare. 
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As  a  program  activity  with  a  Department-wide  mission,  the  OIG  serves  the  entire  U.S. 
population,  all  of  whom  benefit  from  HHS  programs;  but  particularly  those  most 
vulnerable  in  our  society,  including  the  elderly,  children,  the  ill,  and  the  poor. 

In  carrying  out  its  mission,  the  OIG  works  with  the  Department,  its  operating  divisions, 
the  Department  of  Justice,  other  agencies,  and  the  Congress  to  bring  about  systemic 
changes,  successful  prosecutions,  negotiated  settlements,  and  recovery  of  funds. 

OIG  audits,  investigations,  and  evaluations  are  performed  by  a  nationwide  network  of 
highly  trained  professional  staff  in  the  Washington-Baltimore  area,  HHS  Regional 
Offices,  and  more  than  fifty  additional  field  locations  across  the  U.S.  The  OIG  is 
currently  expanding  its  resources,  as  required  under  the  fraud  and  abuse  provisions  of  the 
Health  Insurance  Portability  and  Accountability  Act  of  1996.  By  the  year  2002,  we  will 
have  a  total  of  more  than  eighty  field  locations,  including  at  least  one  in  every  state. 

The  importance  of  teamwork  with  our  partners  in  HHS,  other  executive  branch  agencies, 
the  Congress,  and  State  Governments  cannot  be  overemphasized.  Without  it,  much  of  the 
work  of  the  OIG  would  be  unable  to  bear  fruit. 

As  an  example,  the  OIG  Office  of  Investigations  conducts  criminal,  civil,  and 
administrative  investigations  of  alleged  wrongdoing  in  HHS  programs  or  to  HHS 
beneficiaries.  Many  of  these  investigations  lead  to  criminal  convictions,  administrative 
sanctions,  or  civil  monetary  penalties.  The  OIG  has  the  authority  to  impose  sanctions  and 
penalties,  but  it  relies  on  the  U.S.  Attorneys  of  the  Department  of  Justice  to  obtain 
convictions  in  the  Federal  Courts.  By  the  same  token,  the  quality  and  quantity  of  our 
investigations  have  a  direct  bearing  on  the  success  of  our  partners  in  the  criminal  justice 
system.  The  practical  effect  of  this  on  the  OIG  is  that  we  rely  on  the  efforts  of  the  entire 
system,  of  which  we  are  but  one  part,  as  the  means  for  achieving  our  results. 

Analogous  mutually  dependent  relationships  exist  with  regard  to  the  work  of  our  Office 
of  Audit  Services,  Office  of  Evaluation  and  Inspections,  and  Office  of  Enforcement  and 
Compliance. 
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Fiscal  Year  1999  Performance  Goals  and  Measures 
Introductory  Discussion 

The  OIG  has  operated  in  a  "results" oriented  culture  since  its  beginning.  We  report  to  the 
Congress  and  others  regularly  and  frequently  on  the  results  of  our  efforts;  and  have 
clearly  demonstrated  each  year  that  funds  provided  to  the  OIG  have  been  wisely  spent, 
and,  in  fact,  have  been  returned  many  times  over.  The  Government  Performance  and 
Results  Act,  therefore,  represents  to  us  an  extension  of  an  already  well-established  way  of 
doing  business,  rather  than  a  new  or  foreign  concept. 

We  use  several  performance  measures  to  gauge  the  effectiveness  of  the  OIG,  including, 
(1)  expected  recoveries  (receivables)  stemming  from  the  successful  prosecution  of  cases 
developed  by  OIG  investigations,  (2)  expected  recoveries  arising  from  audit 
disallowances,  (3)  savings  attributable  to  the  implementation  of  OIG  recommendations 
via  legislative,  regulatory,  or  administrative  means,  and  others.  We  consider  these 
interim  outcome  measures.  The  related  output  measures  include  the  number  of 
investigations,  audits,  or  evaluations  done. 

Although  the  most  important  outcome  of  OIG  effectiveness  may  be  its  deterrent  effect 
based  on  systemic  changes  and  widespread  knowledge  of  the  high  likelihood  of  detection 
and  successful  prosecution,  data  does  not  exist  to  assess  this. 

Our  experience  with  the  interim  outcome  measures  is  that  they  are  subject  to  predictable 
influences,  such  as  budget  and  staffing  levels,  and  unpredictable  events,  such  as  the 
discovery  of  individual  cases  of  fraud  with  the  potential  to  yield  awards  or  settlements 
that  are  orders  of  magnitude  above  most  others.  In  addition,  it  often  takes  several  years 
beyond  the  conclusion  of  OIG  work  on  a  given  case,  audit,  or  evaluation  for  its  outcome 
to  be  final.  Overall,  the  result  is  historical  patterns  that  render  trend  analysis  of  little 
value  in  projecting  future  goals. 
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Performance  Plan  Goals  and  Measures  for  Goal  1  - 
Have  a  Positive  Impact  on  HHS  Programs 

Return  on  Investment  -  We  are  fortunate  that  we  can  set  a  goal  applicable  to  the 
dominant  share  of  OIG  work,  regardless  of  organizational  component,  and  gauge  our 
performance  by  a  measure  that  is  more  analogous  to  the  private  sector  than  is  possible  in 
most  government  organizations.  This  measure  is  return  on  investment  (ROI). 

ROI  combines  the  following  three  desirable  attributes: 

•  it  is  outcome  oriented, 

•  it  reveals  the  cost-effectiveness  of  the  OlG's  achievements, 

•  it  promotes  teamwork  because  the  quality  and  efficiency  of  each  component's 
work,  even  if  in  support  of  another  component's  assignment,  contributes  to  the 
shared  goal. 

The  return  is  categorized  into  the  following: 

•  Expected  Recoveries  (also  called  receivables),  which  include  fines,  penalties, 
restitution,  forfeitures,  and  final  audit  disallowances; 

•  Savings,  which  includes  funds  not  expended  as  a  result  of  OIG-recommended 
policy  changes  implemented  through  legislative,  regulatory,  or  administrative 
action;  and  redirected  funds  (also  called  funds  put  to  better  use). 

In  1996,  the  base  year  for  future  evaluation  of  the  Health  Care  Fraud  and  Abuse  Control 
program  established  under  HIPAA,  and  the  first  full  year  of  operation  subsequent  to  the 
Social  Security  Administration's  independence,  the  OIG  attained  the  following  returns: 
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1996  OIG  Return  per  Dollar  Invested 


Health 
Care 

Other  HHS 
Programs 

All  HHS 
Programs 

Expected  Recoveries  per  Dollar  Invested 

$12.60 

$4.50 

$10.30 

Savings  per  Dollar  Invested 

$217.70 

$12.80 

$127.30 

Total  Expected  Recoveries  and  Savings  per  Dollar 

$82.30 

$8.70 

$56.90 

Our  goal  for  1999  is  to  improve  on  the  1996  results  by  at  least  10%.  It  is  important  to 
emphasize  that  since  the  goal  is  to  increase  the  ratio  of  dollars  returned  to  dollars 
invested,  it  represents  a  commitment  on  the  part  of  OIG  management  and  staff  to 
increased  levels  of  productivity.  As  the  HCFAC  program  funding  expands,  the  increased 
productivity  to  which  we  are  committing  ourselves  will  have  the  effect  of  leveraging  the 
additional  investment  of  the  OIG  above  its  initial  face  value. 


1999  Goal:  Return  per  Dollar  Invested  in  the  OIG 


Health 
Care 

Other  HHS 
Programs 

All  HHS 
Programs 

Expected  Recoveries  per  Dollar  Invested 

$13.90 

$5.00 

$11.30 

Savings  per  Dollar  Invested 

$239.50 

$14.10 

$140.00 

Total  Expected  Recoveries  and  Savings  per  Dollar 

$90.50 

$9.60 

$62.60 

Although  the  target  values  of  return  per  dollar  invested  are  independent  of  the  size  of  the 
OIG  budget,  the  total  amount  of  expected  recoveries  and  savings  in  any  given  year  is 
directly  dependent  on  the  number  of  dollars  available  for  investigation,  enforcement, 
audit,  and  evaluation  resources. 


It  is  important,  however,  to  reiterate  that  OIG  returns  are  highly  dependent  on  the  success 
of  our  partners,  the  U.S.  Attorneys  and  other  components  of  the  Department  of  Justice, 
state  authorities,  Congress,  HHS  Operating  and  Staff  Divisions,  and  others,  to  prosecute 
criminal  cases  successfully,  arrive  at  civil  settlements,  enact  necessary  legislation,  recover 
misspent  funds,  or  implement  recommendations  for  program  improvements.  These  are 
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functions  that  are  beyond  the  OIG's  control,  and  without  which  our  efforts  would  be 
unable  to  bear  fruit. 

In  addition,  annual  results  over  a  period  of  years  may  be  subject,  for  example,  to 
fluctuation  as  a  consequence  of  the  long  lead  time  often  needed  to  complete  legal  actions 
and  commence  collection  efforts,  or  the  timing  needed  for  organizations  to  implement 
fully  the  recommendations  of  the  OIG. 

Narrative  descriptions  of  OIG  accomplishments  that  contribute  to  the  Secretary's 
initiatives,  and  other  HHS  programs  will  be  employed  as  the  most  effective  way  of 
presenting  what  frequently  are  nonquantifiable,  yet  important  results.  These  descriptions 
will  be  similar  to  those  that  are  included  in  our  Semiannual  Reports. 

The  Appendix  contains  a  table  showing  all  work  planned  by  the  OIG  for  fiscal  year  1998, 
and  its  linkage  to  the  Secretary's  initiatives  (other  than  Operation  Restore  Trust/Health 
Care  Fraud  and  Abuse  Control  Program,  which,  in  fact,  represents  the  majority  of  OIG 
work  now  and  in  the  years  ahead).  Information  covering  Fiscal  Year  1998  is  presented 
because  the  OIG  detailed  work  plan  is  prepared  for  the  upcoming  year  only. 

This  same  table  contains  a  section  which  lists  financial  statement  audits  planned  in  1998 
in  support  of  GMRA,  the  CFO  Act,  and  GPRA.  When  the  work  plan  for  1999  is 
developed  next  year,  it,  too,  will  contain  a  major  level  of  effort  in  support  of  the 
Secretary's  initiatives  and  financial  management,  as  well  as  newly  implemented  programs 
such  as  Temporary  Assistance  to  Needy  Families  (TANF). 

Performance  Plan  Goals  and  Measures  for  Goal  2  - 
Manage  Operations  Effectively  and  Efficiently 

Percentage  of  Reports  Delivered  in  One  Year  or  Less  -  An  important  measure  of  OIG 
effectiveness  is  the  timeliness  of  our  draft  reports.  Reports  which  are  not  timely  can  be 
less  valuable  to  decision-makers.  Slipped  completion  dates  may  be  signs  of  poor  internal 
coordination;  or  policies,  processes,  or  procedures  that  may  need  improvement.  Our  goal 
is  to  complete  a  minimum  of  90%  of  our  draft  reports  in  one  year  or  less. 

Percentage  of  Employees  with  OIG  Standard  Desktop  Hardware,  Software,  and 
Communication  Tools  -  Convenient  access  by  all  our  employees  to  our  standard 
information  technology  infrastructure  is  essential  to  their  effective  and  efficient 
performance.  Therefore,  we  have  set  the  goal  for  this  measure  at  100%. 
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Performance  Plan  Goals  and  Measures  for  Goal  3  - 

Attract  and  Retain  Talented,  Diversified  and  Committed  Staff 

Training  Hours  per  Employee  -  OIG  investment  in  training  is  intended  to  contribute  to 
the  more  highly  motivated  and  proficient  staff  we  will  need  if  we  are  to  reach  the  higher 
level  of  productivity  essential  to  the  attainment  of  our  goals.  We  have  set  our  training 
goal  at  a  minimum  average  of  40  hours  per  person  per  year. 

Percentage  of  Employees  Who  File  Formal  or  Informal  Grievances  -  An  excessive 
number  of  employees  filing  grievances  may  be  an  indication  of  working  conditions  which 
hamper  good  performance,  and  thus  compromise  our  ability  to  meet  our  goals.  Our  goal 
will  be  to  reduce  the  number  of  complainants  per  1000  staff  below  the  level  we  will 
experience  in  the  current  year  (1997). 

Employee  Satisfaction,  Based  on  Biennial  Survey  -  We  will  analyze  the  results  of  our 
biennial  employee  survey  and  implement  changes,  where  necessary,  to  attain  80%  or 
higher  satisfied  or  very  satisfied  response. 

Linkage  with  the  HHS  Strategic  Plan 

The  HHS  Strategic  Plan  contains  six  goals,  a  portion  of  one  of  which  is  to  assure  the 
integrity  of  the  Nation's  health  entitlement  and  safety  net  programs.  The  Secretary's 
Operation  Restore  Trust  (ORT)  initiative  for  Fiscal  Year  1999  was  derived  from  this  goal. 

ORT  began  as  a  two-year  pilot  project  in  FY  1995.  Its  purpose  was  to  develop  innovative 
ways  to  fight  fraud,  waste,  and  abuse  in  the  five  states  with  the  largest  Medicare  and 
Medicaid  expenditures.  An  interdisciplinary  Federal,  State,  and  local  government  team 
focused  on  home  health  care,  nursing  homes  (including  hospice),  medical  equipment  and 
supplies  in  California,  Florida,  New  York,  Texas,  and  Illinois. 
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Before  conducting  this  pilot,  Federal,  State,  and  local  governments  rarely  collaborated  on 
Medicare/Medicaid  fraud  and  abuse  activities.  The  ORT  pilot  project  proved  the  value  of 
early  teamwork  among  agencies  at  all  levels.  The  continuation  of  ORT  is  intended  to  aid 
in  implementing  Title  II  of  the  Health  Insurance  Portability  and  Accountability  Act  of 
1996  (HIPAA),  which  addresses  the  prevention  of  health  care  fraud  and  abuse  across  all 
payers  and  all  States.  While  ORT  will  continue  to  focus  on  Medicare  and  Medicaid,  its 
lessons  learned  may  be  used  as  a  model  for  other  HIPAA  efforts. 
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FY  1999  Performance  Goals  and  Linkage  to  OIG  Strategic  Goals 


OIG  Strategic  Goals  and  Objectives 

FY  1999  Performance  Goals 

Goal  1 :  Have  a  positive  impact  on  HHS 
programs. 

Objectives 

•  Plan  and  execute  work  to:  detect  and 
prevent  fraud,  waste,  and  abuse;  improve 
service  delivery  efficiency  and 
effectiveness  of  HHS  programs;  and 
address  issues  of  concern  to  the 
Secretary,  the  Administration,  and 
Congress. 

•  Effectively  communicate  information  and 
recommendations  that  achieve  maximum 
impact  on  HHS  operations  and  services. 

•  Foster  cooperation  with  decision-makers 
and  others. 

OIG  impact  on  HHS  programs  will  be  determined  by  a 
combination  of  quantifiable  and  nonquantifiable  indicators. 

The  quantifiable  indicator  is  return  on  investment  fROIY 
We  will  subdivide  ROI  into  two  major  OIG  categories: 
(1)  expected  recoveries  from  (a)  investigations  which  lead 
to  successful  criminal  prosecutions  and/or  civil  settlements, 
and  (b)  final  audit  disallowances;  (2)  savings  from 
implemented  recommended  changes  in  laws,  regulations, 
policies,  or  program  practices. 

The  overall  1999  goal  is  to  achieve  an  ROI  of  62.6,  a  10% 
improvement  over  1996.  The  two  OIG  sub-goals  are: 

•  Expected  Recoveries :  11.3:1 
•Savings:  140.0:1 

Nonquantifiable  impact  will  be  represented  by 
narratives  of  OIG  results  that  contributed  to  the 
Secretary's  initiatives  and  other  HHS  programs. 

Goal  2:  Manage  effectively  and  efficiently. 
Objectives 

•  Foster  better  internal  coordination. 

•  Continue  to  improve  OIG  policies, 
processes  and  procedures. 

•  Improve  office  environment  and 
information  systems. 

•  Percentage  of  reports  delivered  in 

one  year  or  less:  90% 

•  Percentage  of  employees  with  OIG 
standard  desktop  hardware,  software, 

and  communication  tools:  100% 

Goal  3 :  Attract  and  retain  talented, 

diversified  and  committed  staff 
Objectives 

Hire  qualified  people. 

Provide  developmental 
opportunities. 

•  Foster  respect  in  the  work  place. 

•  Recognize  performance  that 
contributes  to  achieving  the  mission. 

•  Average  training  hours  per  employee:        ^  hrs/yr 

•  Percentage  of  employees  who  file 

grievances:                          *       improve  on  1997 

baseline 

•  Employee  satisfaction,  based  on 

biennial  survey:                            at  least  80%  are 
satisfied  or  very 
satisfied 
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Operational  Processes,  Skills,  and  Technology  and  Human,  Capital, 
Information,  or  Other  Resources  That  Will  Be  Needed  to  Meet  the 
Performance  Goals 

The  principal  operational  processes  include  criminal  and  civil  investigations  of  fraud  and 
abuse,  financial  and  management  audits,  program  inspections  and  evaluations,  and  legal 
case  development  and  coordination.  The  financial  resources  provided  to  the  OIG  are 
used  primarily  to  hire,  train,  and  compensate  the  OIG  staff.  All  of  the  direct  mission  staff 
of  the  OIG  are  specialists,  who  are  hired  with  the  qualifications  needed  carry  out  these 
complex  operational  processes.  In  addition,  continuing  education  is  an  integral  part  of 
their  career  development,  and  a  necessary  component  of  the  task  of  advancing  the 
organization's  capability  to  accomplish  its  mission.  The  additional  funds  available 
through  the  HCFAC  program  will  make  it  possible  to  bolster  the  reach  of  the  OIG  to 
states  and  localities  in  which  we  previously  were  unable  to  permanently  station  staff  and 
establish  the  necessary  infrastructure. 

The  1999  budget  submission  contains  additional  detail  describing  the  resources  needed, 
and  their  purposes. 

Data  Collection  and  Validation 

The  data  we  propose  using  has  been  collected  and  reported  for  several  years.  The  results 
of  the  pilot  phase  of  Operation  Restore  Trust  have  been  validated  by  Abt  Associates,  Inc., 
an  internationally  recognized  research  organization.  The  General  Accounting  Office  also 
will  perform  validity  checks  on  an  ongoing  basis  as  HIPAA  continues  with  its 
implementation.  In  addition,  with  several  entities  independent  of  the  OIG  (including  the 
Department  of  Justice  and  HHS  Operating  Divisions)  playing  essential  roles  in 
prosecuting  cases  developed  by  the  OIG  or  implementing  OIG  recommendations, 
reconciliation  of  the  results  of  these  joint  efforts  is  an  integral  part  of  the  process. 

Customers 

The  customers  of  the  Office  of  Inspector  General  include  (i)  the  Secretary  and  top 
management  of  HHS,  (ii)  the  Congress,  particularly  the  Chairmen  of  House  and  Senate 
Committees  and  Subcommittees,  and  (iii)  the  public.  As  an  independent  auditor, 
investigator,  and  evaluator,  the  OIG's  primary  role  is  to  uncover  and  report  instances  of 
fraud  and  abuse  in  HHS  programs  and  operations,  and  to  recommend  improvements  in 
the  economy,  efficiency,  and  effectiveness  of  HHS  programs  based  on  its  objective  audits 
and  evaluations.  In  serving  its  customers,  the  OIG  strives  to  address  the  instances  of 
fraud  and  abuse  and  the  programmatic  issues  of  greatest  interest  to  the  Secretary  and  the 
Congress.  As  part  of  its  annual  work  planning  process,  the  OIG  meets  with  Departmental 
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managers  and  Congressional  staff  and  considers  the  areas  of  greatest  interest  to  them. 
From  other  outreach  activities,  such  as  the  OIG  Hotline,  and  representatives  of  public 
interest,  such  as  AARP,  the  OIG  obtains  information  about  matters  of  concern  to  the 
public  at  large.  The  OIG  also  considers  any  feedback,  critical  or  complimentary,  from  its 
customers  concerning  the  quality  of  its  work  and  work  products. 

Associating  Budget  and  Financial  Resources  with 
the  Annual  Performance  Plan 

The  OIG's  Annual  Performance  Plan  is  directly  associated  with  its  budget  and  the 
financial  resources  that  are  provided.  The  OIG's  bottom  line  performance  measure, 
return  on  investment,  is  based  on  the  production  of  savings  to  the  government,  and  the 
taxpayers,  as  a  result  of  funds  invested  in  its  fraud  and  abuse  activities.  The  OIG  believes 
that  the  level  of  savings  will  be  directly  related  to  the  level  of  funding  provided. 
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OIG  Work  in  Support  of  the  Secretarial  Initiatives 
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WELFARE  REFORM 

State  Capacity  in  Developing  Data  Systems 

Maintenance  of  Effort 

Cost  Shifting  by  States 

State  Fraud  and  Abuse  Prevention  Activities 

X 
X 

x 

X 

CHILD  CARE 

Utilization  of  Tribal  Child  Care  Funds  -  An  Early  Alert 
State  Utilization  of  Child  Care  Development  Fund  Matching  Funds 
Technical  Assistance  Contracts  for  Quality  Child  Care 
Low-Income  Child  Care  Voucher 

X 
X 
X 
X 

CHILD  PROTECTIVE  SERVICES 
Interstate  Compact  on  the  Placement  of  Children 
Service  Effectiveness 

Emergency  Room  Identification  of  Child  Abuse  and  Neglect 
Hospital  Reporting  of  Drug  and  Alcohol  Fetal  Syndrome  Cases 

X 
X 

X 
X 

CHILD  SUPPORT 

Wage  Withholding  Job  Change  Situations 

Collection  Through  Garnishment  of  Income  Other  than  Wages 

X 
X 
X 
X 
X 
X 
X 
X 

Employer  Compliance  with  New  Hire  Directories 
Enhanced  Collection  Through  the  Use  of  Liens 

Child  Support  Detection  and  Coordination  of  3rd  Party  Liability  Information-Update 

State  Procurement  of  Management  Information  Systems 

State  Child  Support  Satisfaction  Survey 

Child  Support  Annual  Report:  A  Customer  Survey 

INVESTIGATIONS 

Project  Child  Support  Enforcement 

X 

FOSTER  CARE 

Quality  Assurance  Over  State  Foster  Care  Residential  Facilities 
Quality  of  Care 

Private  Child  Placing  Agencies 

Kinship  Care  -  "Physical  Removal,"  Home  Licensing  and  Approval  Requirements 
Level  of  Care  Needed  for  Children  Entering  Foster  Care 
Retroactive  Claims 
Concurrent  Payments 

X 
X 
X 
X 
X 
X 
X 

Training  Costs 
Program  Income 
Adoption  2002 

Adoption  and  Foster  Care  Analysis  and  Reporting  System 

X 
X 
X 
X 

Secretarial  Initiatives  (excluding  Operation  Restore  Trust) 

IHCQ  -  Improve  Hearth  Care  Quality 

PYSA  -  Prevent  Youth  Substance  Abuse 

RTUT  -  Reduce  Tobacco  Use  Among  Teens  and  Pre-Teens 

WW  -  Welfare  to  Work 

CHC  -  Children's  Health  Care  Initiative 

CC  -  Child  Care 

NHR-  National  Health  Research 


Page  1 


258 


OIG  Work  in  Support  of  the  Secretarial  Initiatives 


OIG  Fiscal  Year  1998  Work  Plan 
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HEAD  START 

Infant  and  Toddler  Initiative  (Early  Head  Start) 

— — 

X 

Facilities'  Compliance  with  Health  and  Safety  Standards 

Head  Start  Social  Services 

Problem  Head  Start  Grantees 

Review  of  Asset  Management  Practices 

Pre-Award  Review  of  Grantees'  Budget  Plans 

X 
X 

Information  Systems  and  Automated  Data  Processing 

OTHER  ACF  ISSUES 

State  Developmental  Disabilities  Councils  Funded  by  the  Administration  on 
Developmental  Disabilities 
Administration  of  Native  Americans  Grants 

Community  Service  Block  Grants 

Emergency  Assistance  Retroactive  Claims 

Management  and  Performance  of  OCS  Discretionary  Grants 

Office  of  Community  Services  Grantee 

Refugee  Resettlement  Cash  and  Medical  Assistance  Payments  in  Florida 
Progress  of  Empowerment  Zones/Enterprise  Communities 

Statewide  Automated  Child  Welfare  Information  System 

AGENCY  FOR  TOXIC  SUBSTANCES  AND  DISEASE  REGISTRY 

Superfund  Financial  Activities  for  Fiscal  Year  1997 

CENTERS  FOR  DISEASE  CONTROL  AND  PREVENTION 

Preventing  Youth  Tobacco  Use 

X 

FOOD  AND  DRUG  ADMINISTRATION 

Biennial  Inspection  Requirement 
Review  of  Citizen  Petition  Process 

X 
X 

Prescription  Drug  Labeling  Initiatives 

Hospital-Based  Institutional  Review  Boards:  Ensuring  Human-Subject  Protections 
Use  of  Credit  Cards  for  Small  Purchases 

X 
X 

HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 

Managed  Care  Organizations  Reporting  to  the  National  Practitioner  Data  Bank 

Primary  Care  Effectiveness  Reviews  and  Community  Health  Centers 

Ryan  White  Comprehensive  AIDS  Resources  Act 

Use  of  CARE  Act  Funding  In  New  York 

Utilization  of  PHS  340b  Drug  Pricing  Program 

Training  Programs  in  the  Maternal  and  Child  Health  Bureau 

X 
X 

X 
X 

INDIAN  HEALTH  SERVICE 

Analysis  of  Medicare  Pricing  for  the  Contract  Health  Services  Program 

Mental  Health  Services  Provided  by  IHS 

Impact  of  Self-Governance  on  Indian  Health  Service  Services 

X 
X 

Effectiveness  of  Self-Governance  Compact  Award  Process 

X 

NATIONAL  INSTITUTES  OF  HEALTH 

The  National  Cancer  Institute's  Cancer  Information  Service 
Superfund  Financial  Activities  for  Fiscal  Year  1997 

X 

Page  2 


259 


OIG  Work  in  Support  of  the  Secretarial  Initiatives 
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SUBSTANCE  ABUSE  AND  MENTAL  HEALTH  SERVICES  ADMINISTRATION 

SAMHSA's  Treatment  Improvement  Protocols 
State  Systems  Development  Program 
Preventing  Youth  Marijuana  Use 

Ryan  White  Primary  Care  and  Substance  Abuse  Treatment 

X 
X 

X 

HHS  AGENCIES -WIDE  ACTIVITIES 

Preaward  and  Post  Award  Contract  Audits 
Recipient  Capability  Audits 
Reimbursable  Audits 
Indirect  Cost  Audits 
Follow-Up  on  Nonfederal  Audits 
Investigative  Activities 

ADMINISTRATION  ON  AGING 

Administration  on  Aging  Outreach  Activities 

Long  Term  Care  Ombudsman  Program 

State  Registries  on  Abusive  Employees 

Voluntary  Transfers  of  the  Elderly  -  Psychiatric  Facilities 

Respite  Care  and  Adult  Day  Care 

X 
X 
X 
X 
X 

GMRA,  CFO  ACT,  and  GPRA  -  THE  FOLLOWING  FINANCIAL  STATEMENT 
AUDITS  WILL  BE  COMPLETED  AND  REPORTS  ISSUED  DURING  FY  1998: 
Health  Care  Financing  Administration--FY  1997 
Administration  for  Children  and  Families--FY  1997 
Health  Resources  and  Services  Administration~FY  1997 
Indian  Health  Service--FY  1997 
National  Institutes  of  Health«FY  1997 
Centers  for  Disease  Control  and  Prevention--FY  1997 
Food  and  Drug  Administration-FY  1997 

Substance  Abuse  and  Mental  Health  Services  Administration  --  FY  1997 

FY  1997  Related  audit  activity  to  support  financial  statement  audits: 
NIH  Computer  Center 

Program  Support  Center— Major  Administrative  Support  Services: 
Payment  Management  System 

Accounting  Operations—Division  of  Financial  Operations 
Payroll  Operations 

Combined  Financial  Statements~FY  1997 

Work  is  expected  to  begin  in  FY  1998  on  the  following  audits: 

Health  Care  Financing  Administration-FY  1998 

Administration  for  Children  and  Families-FY  1998 

Health  Resources  and  Services  Administration-FY  1998 

Indian  Health  Service-FY  1998 

National  Institutes  of  Health~FY  1998 

Centers  for  Disease  Control  and  Prevention-FY  1998 

Food  and  Drug  Administration-FY  1998 

Substance  Abuse  and  Mental  Health  Services  Administration— FY  1998 
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Related  audit  activity  to  support  financial  statement  audits: 
NIH  Computer  Center 

Program  Support  Center-Major  Administrative  Support  Services: 
Payment  Management  System 

Accounting  Operations — Division  of  Financial  Operations 
Payroll  Operations 

Consolidated  Financial  Statements-FY  1998 

PROGRAM  INTEGRITY  AND  EFFICIENCY 

Statewide  Cost  Allocation  Plan  Section  II  Costs 
Internal  Service  Funds  -  New  York 
Preaward  and  Post  Award  Contract  Audits 

Nonfederal  Audits 

INVESTIGATIONS 

Investigative  Activities 

ENFORCEMENT  AND  COMPLIANCE 

Reporting  of  Excluded  Individuals  and  Entities 

Secretarial  Initiatives  (excluding  Operation  Restore  Trust) 

IHCQ  -  Improve  Health  Care  Quality 

PYSA  -  Prevent  Youth  Substance  Abuse 

RTUT  -  Reduce  Tobacco  Use  Among  Teens  and  Pre-Teens 

WW  -  Welfare  to  Work 

CHC  -  Children's  Health  Care  Initiative 

CC  -  Child  Care 

NHR  -  National  Health  Research 
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Wednesday,  March  4,  1998. 
HEALTH  CARE  FINANCING  ADMINISTRATION 
WITNESSES 

NANCY-ANN  MIN  DePARLE,  ADMINISTRATOR,  HEALTH  CARE  FINANC- 
ING ADMINISTRATION 

ELAINE    RAUBACH,    DIRECTOR,    BUDGET   AND   ANALYSIS  GROUP, 
HEALTH  CARE  FINANCING  ADMINISTRATION 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

Our  hearings  on  the  budget  for  the  Department  of  Health  and 
Human  Services  continues  this  afternoon  with  the  Health  Care  Fi- 
nancing Administration.  We  are  very  pleased  to  welcome  Nancy- 
Ann  Min  DeParle,  Administrator  of  HCFA;  accompanied  by  Elaine 
Raubach,  Director  of  the  Budget  and  Analysis  Group  of  the  Admin- 
istration. 

Welcome. 

Ms.  DeParle.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Would  you  please  proceed  with  your  statement? 

Opening  Statement 

Ms.  DeParle.  Yes,  I  would.  And  in  the  interest  of  time  and  as- 
suming that  you  probably  have  some  questions  for  me,  I  am  going 
to  just  highlight  a  few  of  the  issues  in  our  budget. 

I  have  been  at  the  Health  Care  Financing  Administration  now 
for  about  three-and-a-half  months  and  before  that  was  at  the  Office 
of  Management  and  Budget  and  enjoyed  working  with  your  staff. 
I  look  forward  to  working  with  the  members  of  this  committee  on 
important  issues  for  our  Nation's  Medicare  and  Medicaid  bene- 
ficiaries. 

As  we  look  forward  to  the  future,  nothing  is  clearer  than  the 
need  to  ensure  that  Medicare  and  Medicaid  are  strong,  well-man- 
aged, and  responsive  to  our  beneficiaries.  We  call  this  management 
concept  "beneficiary-centered  purchasing"  and  it  is  at  the  core  of 
our  mission  at  the  Health  Care  Financing  Administration. 

Our  1999  budget  request  reflects  our  commitment  to  aligning  the 
agency's  top  priorities  with  the  changes  in  the  health  care  market 
place  that  will  take  Medicare  and  Medicaid  into  the  21st  century. 
As  the  first  chart  shows,  Mr.  Chairman,  these  priorities  include  im- 
plementation of  the  nearly  300  provisions  of  the  Balanced  Budget 
Act  in  a  timely  and  efficient  manner,  which  is  a  top  priority. 

It  is  an  enormously  complex  and  demanding  undertaking  and  it 
includes  implementing  two  brand  new  programs,  the  Medicare  Plus 
Choice  program  which  will  provide  beneficiaries  with  more  health 
planning  choices,  and  the  Children's  Health  Insurance  program 
which  is  the  second  item  on  my  priority  list  and  which  will  extend 
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health  insurance  to  millions  of  uninsured  children  around  the  coun- 
try. 

The  third  priority  that  I  would  mention  to  this  committee  today 
is  strengthening  our  ability  to  fight  waste,  fraud  and  abuse  in 
Medicare  and  Medicaid.  The  new  budget  law  that  you  enacted  last 
summer  includes  a  variety  of  provisions  that  will  help  us  in  our  ef- 
fort to  improve  our  program  integrity  and  the  President  has  also 
asked  for  additional  tools  in  his  new  budget  proposal. 

And  finally,  the  fourth  item  on  our  list  of  priorities  is  that  we 
are  hard  at  work  in  making  sure  that  the  data  systems  that  man- 
age Medicare  and  Medicaid  payments  are  millennium  compliant.  In 
other  words,  that  we  are  ready  for  the  year  2000. 

So,  even  though  those  are  just  four  priorities  that  are  very  sim- 
ple to  state,  I  think  that  you  can  understand  that  they  are  going 
to  be  difficult  to  achieve  and  we  will  need  to  work  closely  with  the 
Congress  in  trying  to  do  that. 

PROGRAM  MANAGEMENT  ACCOUNT 

I  want  to  spend  the  bulk  of  my  time  talking  about  the  HCFA 
Program  Management  account  which  supports  the  priorities  that  I 
have  mentioned.  I  also  will  talk  this  afternoon  about  the  user  fees 
on  which  our  request  depends  and  as  well,  I  will  touch  on  the 
Medicare  Integrity  Program. 

Our  request  for  Program  Management  shows  that  it  is  possible 
for  a  government  agency  to  handle  massive  national  health  benefit 
programs  with  increasing  efficiency  and  productivity.  Our  request 
supports  the  President's  commitment  to  a  balanced  Federal  budget, 
even  in  the  midst  of  the  most  sweeping  changes  since  Medicare  and 
Medicaid  were  begun  over  30  years  ago. 

Indeed,  for  the  past  several  years,  we  have  been  making  tough 
decisions  in  financing  program  and  administration  from  an  essen- 
tially flat  base  in  constant  dollars  as  shown  in  the  second  chart. 
However,  I  think  that,  now  more  than  ever,  all  of  us  would  agree 
that  it  is  very  important  to  maintain  adequate  resources  to  ensure 
that  these  programs  are  strong,  well-managed  and  providing  bene- 
ficiaries with  the  best  possible  service. 

We  are  actually,  Mr.  Chairman,  requesting  less  than  1  percent 
of  total  program  outlays  for  Program  Management  funding.  And  I 
think  this  administrative  cost  compares  favorably  to  the  private 
sector.  For  example,  the  Blue  Cross  and  Blue  Shield  Association's 
advertised  administrative  costs  are  12.5  percent  of  benefit  pay- 
ments. 

We  expect  Medicare  and  Medicaid  benefits,  including  the  Chil- 
dren's Health  Insurance  Program  to  total  over  $329  billion  in  the 
fiscal  year  1999.  However,  none  of  those  mandatory  benefits  can  be 
paid  without  the  completion  of  activities  funded  from  this  program 
management  discretionary  account. 

Our  Program  Management  request  totals  $2.1  billion  and  con- 
sists of  the  program  management  appropriation  request  of  $1.7  bil- 
lion, proposed  discretionary  user  fees  of  $264.5  million,  and  current 
law  user  fees  of  $195  million.  So,  in  total,  the  request  reflects  an 
increase  of  $254.5  million  from  the  fiscal  year  1998  program  level. 
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USER  FEE  FUNDING 

I  want  to  talk  next  about  funding  through  user  fees  because  I 
know  that  is  a  controversial  topic  in  this  committee  and  I  want  to 
talk  about  why  I  think  it  makes  sense  in  our  program,  in  particu- 
lar. Our  budget  request  relies  upon  the  enactment  of  $264.5  million 
in  proposed  discretionary  user  fees,  and  $195  million  in  current  law 
user  fees  that  together  will  finance  almost  22  percent  of  our  budget 
request,  as  shown  in  the  third  chart. 

Full  funding  of  these  fees  is  crucial  to  our  ability  to  maintain  our 
priority  program  operations,  as  well  as  our  new  responsibilities, 
such  as  implementing  the  new  Medicare+Choice  program  that  will 
give  beneficiaries  more  health  care  options. 

We  recognize  the  importance  of  controlling  discretionary  spend- 
ing if  we  are  to  achieve  a  balanced  Federal  budget.  We  also  recog- 
nize the  equally  compelling  need  for  adequate  administrative 
spending  to  effectively  manage  Medicare  and  Medicaid. 

We  have  attempted  to  reconcile  these  two  goals  through  a  pro- 
posal of  alternative  user  fee  funding  mechanisms  to  make  needed 
funds  available.  These  user  fees  will  support  ongoing 
Medicare+Choice  information  campaign  activities  nationwide.  And, 
as  you  know,  last  year  your  committee  enacted  the  first  tranche  of 
those  user  fees,  the  $95  million  for  our  first  fiscal  year  1998  activi- 
ties. 

The  user  fees  will  also  strengthen  the  effectiveness  and  efficiency 
of  our  program  management  operations  and  they  cover  provider 
and  supplier  enrollment  registration,  managed  care  application  and 
renewal,  initial  provider  certification,  provider  recertification, 
paper  claims  submission  and  duplicate  or  unprocessable  claims 
submission. 

A  significant  portion  of  our  budget  depends  on  the  enactment  of 
these  user  fees  and  I  think  they  are  fully  justified.  One  example, 
Mr.  Chairman,  is  that  in  our  programs  with  all  the  providers  we 
have,  we  have  not  charged  any  sort  of  an  application  fee  to  those 
providers.  And,  you  know,  maybe  we  would  all  like  to  have  pro- 
grams where  we  did  not  have  to  charge  a  registration  fee,  but  in 
HCFA  I  think  it  makes  sense  given  the  number  of  dollars  that  are 
coming  through  our  programs  and  the  responsibility  that  I  think 
you  rightly  place  on  us  and  that  you  want  to  hold  us  accountable 
for  managing  those  trust  fund  dollars  and  making  sure  that  our 
programs  have  integrity. 

We  have  not,  up  until  this  year,  even  done  a  required  site  visit 
for  all  the  suppliers  that  we  do  business  with,  like,  in  the  durable 
medical  equipment  supply  business.  And  I  think  you  have  probably 
heard  some  of  the  horror  stories  of  things  that  we  have  found  from 
our  own  suppliers,  some  of  whom  were  pretending  to  do  business 
from  the  sixth  floor  of  a  five-story  building  and  things  like  that. 
There  are  certain  activities  that  I  think  we  need  to  engage  in,  in 
order  to  run  a  prudent  business-like  operation.  And  the  user  fees 
that  we  are  requesting  will  enable  us  to  do  that. 

We  need  full  funding  of  these  user  fees  to  avoid  significant  dis- 
ruption of  our  operations  that  could  delay  the  implementation  of 
the  Balanced  Budget  Act  and  our  other  priorities,  and  we  are  eager 
to  work  with  this  committee  and  the  authorizing  committees  to 
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enact  this  critical  source  of  funding.  And  I  know  we  will  have  a 
number  of  conversations  about  that. 

MEDICARE  CONTRACTORS 

I  now  want  to  talk  very  briefly  about  two  of  the  specific  accounts 
that  comprise  Program  Management — Medicare  contractors  and 
Federal  administration.  Contractor  functions,  first,  are  at  the  heart 
of  the  Medicare  program.  In  fiscal  year  1999,  Medicare  contractors 
will  process  an  estimated  $935  million  claims,  almost  a  5  percent 
increase  over  fiscal  year  1998. 

Our  Medicare  contractors  request  includes  an  increase  of  around 
6  percent  or  $54.2  million  above  the  fiscal  year  1998  appropriated 
level  for  basic  claims  processing  activities.  Our  1999  request  for 
Medicare  contractors  is  $1.3  billion  and  consists  of  the  appropria- 
tion request  of  $1.1  billion  plus  $165.5  million  in  proposed  discre- 
tionary user  fees.  This  funding  level  accommodates  the  expected  in- 
crease in  the  claims  workload  and  provides  resources  sufficient  to 
ensure  integrity  in  claims  processing  operations  as  well  as  allow  for 
other  critical  operational  support,  including  Year  2000  compliance. 

In  the  past  few  years  we  have  made  great  strides  in  improving 
efficiency  in  the  area  of  claims  processing  through  productivity  in- 
vestments, including  the  transition  of  contractors  to  selected  stand- 
ard claims  processing  systems  and  customer  service  improvements. 
We  want  to  work  with  the  Congress  and  continue  to  improve  effi- 
ciency in  these  areas. 

FEDERAL  ADMINISTRATION 

In  the  Federal  Administration  area,  that  portion  of  our  Program 
Management  account  that  supports  the  day-to-day  operations  of 
HCFA's  headquarters,  as  well  as  our  ten  regional  offices.  The  fiscal 
year  1999  request  of  $455.8  million  consists  of  our  appropriation 
request  of  $419.1  million,  plus  $36.7  million  in  proposed  discre- 
tionary user  fees.  The  request  includes  $322.6  million  to  fund  4,217 
FTEs,  including  190  additional  FTEs  to  support  the  implementa- 
tion of  the  Balanced  Budget  Act,  and  65  additional  FTEs  to  support 
activities  attributable  to  the  Health  Insurance  Portability  and  Ac- 
countability Act. 

These  additional  resources  are  paramount  to  the  successful  im- 
plementation of  this  legislation,  especially  in  the  Medicare+Choice 
managed  care  provisions  and  activities  to  assist  States  as  they  im- 
plement insurance  reform  that  the  Congress  enacted.  The  request 
also  includes  funding  to  ensure  millennium  compliance  of  Medicare 
systems  at  the  HCFA  data  center  in  Baltimore. 

MEDICARE  INTEGRITY  PROGRAM 

Finally,  on  the  Medicare  Integrity  Program,  Mr.  Chairman,  in 
fiscal  year  1999  we  will  continue  to  implement  the  provisions  of 
HIPAA,  the  Health  Insurance  Portability  and  Accountability  Act, 
including  measures  to  prevent  fraud  and  penalize  wrong-doers  in 
the  fraud  and  abuse  area.  The  Medicare  Integrity  Program  (MIP) 
will  help  us  target  fraud  and  abuse  resources  at  the  most  vulner- 
able areas  to  maximize  our  return  on  investment  and  to  protect 
scarce  taxpayer  dollars.  And  we  hope  to  protect  the  fiscal  integrity 
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of  the  trust  fund  so  that  Medicare  is  available  not  only  to  those 
who  need  it  today  but  also  to  those  of  us  in  the  next  century. 

This  budget  proposes  $395  million  in  mandatory  user  fees  in  the 
Medicare  Integrity  Program,  which  together  with  the  mandatory 
MIP  funding  level  of  $560  million  will  mean  a  total  investment  of 
$955  million.  These  proposed  user  fees  will  bolster  our  flexibility  to 
focus  on  areas  expected  to  yield  the  greatest  return  on  investment. 

Although  this  user  fee  is  not  subject  to  appropriations  we  want 
to  work  with  this  committee,  as  well  as  the  authorizing  committee 
to  enact  our  entire  user  fee  program. 

Our  fiscal  year  1999  budget  request  was  formulated  to  be  both 
flexible  and  responsive  to  the  changes  in  Medicare  and  Medicaid. 
I  think  that  our  budget  request  will  allow  us  to  respond  quickly 
and  effectively  to  the  needs  of  our  Nation's  rapidly  changing  health 
care  system. 

I  appreciate  the  opportunity  to  be  here  with  you  today  to  present 
our  budget  request  and  I  look  forward  once  again  to  working  with 
this  committee  and  would  be  happy  to  respond  to  any  questions 
that  you  might  have. 

[The  prepared  statement  follows:] 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Statement  by 

Nancy-Ann  Min  DeParle 
Administrator,  Health  Care  Financing  Administration 

on 

Fiscal  Year  1999  President's  Budget  Request 
for  the  Health  Care  Financing  Administration 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  honored  to  be  here  today  to  present  the  fiscal  year  1999  budget  request  of  the  Health 
Care  Financing  Administration.  This  is  my  first  opportunity  to  testify  before  this  Subcommittee  as 
Administrator  and  I  look  forward  to  working  with  the  Members  of  this  Committee  on  important 
issues  for  our  Nation's  Medicare  and  Medicaid  beneficiaries.  The  next  several  years  will  surely  be 
an  exciting  and  challenging  time  for  our  agency. 

As  we  look  forward,  nothing  is  clearer  than  the  need  to  ensure  that  Medicare  and 
Medicaid  are  strong,  well-managed,  and  responsive  to  the  beneficiaries.  And  that  is  my  goal  as 
Administrator.  We  have  an  obligation  to  ensure  that  our  programs  are  administered  efficiently 
and  the  services  we  are  purchasing  for  our  beneficiaries  are  of  high  quality. 

We  call  this  management  concept  "beneficiary-centered  purchasing"  and  it  is  at  the  core  of 
our  mission.  Our  internal  reorganization,  which  was  implemented  last  summer,  and  our  activities 
implementing  the  Balanced  Budget  Act  have  helped  to  make  that  concept  the  driving  principle  in 
our  day-to-day  operations. 

Our  1999  budget  request  reflects  our  commitment  to  aligning  the  agency's  top  priorities 
with  the  changes  in  the  health  care  marketplace  that  will  take  Medicare  and  Medicaid  into  the  21st 
century.  As  the  first  chart  shows,  these  priorities  include  implementation  of  the  nearly  300 
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provisions  of  the  Balanced  Budget  Act  in  a  timely  and  efficient  manner.  This  is  an  enormously 
complex  and  demanding  undertaking.  It  includes  implementing  two  brand  new  programs  ~  the 
Medicare+Choice  program,  which  will  provide  beneficiaries  with  more  health  plan  choices  and  the 
Children's  Health  Insurance  Program,  which  will  extend  health  insurance  to  millions  of  uninsured 
children.  In  addition,  another  top  priority  is  strengthening  HCFA's  ability  to  fight  waste,  fraud, 
and  abuse  in  Medicare  and  Medicaid.  The  new  budget  law  includes  a  variety  of  provisions  which 
will  help  us  in  this  program  integrity  effort  and  the  President  asked  for  additional  tools  in  his  new 
budget  proposal.  And  finally,  we  are  hard  at  work  making  sure  that  the  data  systems  that  manage 
Medicare  and  Medicaid  payments  are  millennium  compliant. 

The  President's  1999  budget  request  includes  three  accounts  that  are  of  interest  to  this 
Subcommittee:  Grants  to  States  for  Medicaid;  Payments  to  the  Health  Care  Trust  Funds;  and 
Program  Management.  I  will  highlight  the  first  two  accounts  briefly  and  then  discuss  our 
Program  Management  request  for  the  funds  critical  to  accomplishing  all  of  our  priorities. 

GRANTS  TO  STATES  FOR  MEDICAID 

In  fiscal  year  1999,  Medicaid  will  serve  more  than  34  million  eligible  persons~an  increase 
of  almost  2  percent  over  fiscal  year  1998,  not  including  beneficiaries  covered  by  the  Children's 
Health  Insurance  Program.  Federal  Medicaid  obligations  for  fiscal  year  1999  are  estimated  at 
nearly  $108  billion,  an  increase  of  almost  6.9  percent,  or  almost  $7  billion  over  fiscal  year  1998. 
Total  Federal  and  State  Medicaid  expenditures  are  projected  to  reach  $189.3  billion  in  fiscal  year 
1999,  of  which  the  Federal  share  is  about  57  percent.  We  are  committed  to  continue  working  with 
the  States  to  encourage  efficiency  in  Medicaid  and  innovative  expansions  of  health  care  coverage, 
particularly  through  the  new  Children's  Health  Insurance  Program. 

PAYMENTS  TO  HEALTH  CARE  TRUST  FUNDS 

Our  request  of  nearly  $63  billion  includes  a  Federal  general  revenue  subsidy  to  the 
Supplemental  Medical  Insurance  (SMI)  Trust  Fund  of  $62.2  billion.  This  is  an  increase  of 
$2.4  billion  over  the  expected  fiscal  year  1998  Federal  contribution.  While  growth  in  managed 
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care  use  and  the  Balanced  Budget  Act's  partial  transfer  of  home  health  benefits  to  SMI  produce 
faster  rising  total  outlay  projections  in  SMI,  the  impact  on  the  Federal  contribution  is  moderated 
by  the  transfer  of  $10.4  billion  from  the  Hospital  Insurance  Trust  Fund  to  cover  two-thirds  of  the 
new  SMI  benefit  for  FY  1999. 

PROGRAM  MANAGEMENT 

Our  Program  Management  request  shows  that  it  is  possible  for  a  government  agency  to 
handle  massive  national  health  benefit  programs  with  increasing  efficiency  and  productivity.  Our 
request  supports  the  President's  commitment  to  a  balanced  federal  budget,  even  in  the  midst  of 
the  most  sweeping  changes  since  Medicare  and  Medicaid  were  begun  over  30  years  ago.  Indeed, 
for  the  past  several  years  we  have  been  making  tough  decisions  in  financing  program 
administration  from  an  essentially  flat  base,  in  constant  dollars  —  as  shown  in  the  second  chart. 
However,  I  think  that  now  more  than  ever  all  of  us  would  agree  to  the  importance  of  maintaining 
adequate  resources  to  continue  to  ensure  that  the  programs  are  strong,  well-managed,  and 
providing  beneficiaries  the  best  possible  service. 

We  are  actually  requesting  less  than  1  percent  of  total  program  outlays  for  Program 
Management  funding.  This  administrative  cost  compares  favorable  to  the  private  sector.  For 
example,  the  Blue  Cross  and  Blue  Shield  Association's  advertised  administrative  costs  are 
12.5  percent  of  benefit  payments.  We  expect  Medicare  and  Medicaid  benefits,  including  the 
Children's  Health  Insurance  Program,  will  total  over  $329  billion  in  fiscal  year  1999.  However, 
none  of  those  mandatory  benefits  can  be  paid  without  the  completion  of  activities  funded  from 
this  discretionary  account.  Our  Program  Management  request  totals  $2.1  billion,  and  consists  of 
the  Program  Management  appropriation  request  of  $1.7  billion;  proposed  discretionary  user  fees 
of  $264.5  million;  and  current  law  user  fees  of  $195  million.  In  sum,  the  total  request  reflects  an 
increase  of  $254.5  million  from  the  fiscal  year  1998  program  level. 

FUNDING  THROUGH  USER  FEES 
Before  I  briefly  discuss  the  items  or  "accounts"  that  comprise  Program  Management,  I 
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would  like  to  describe  HCFA's  user  fee  proposals  that  are  critical  to  the  implementation  of  our 
priorities.  Our  budget  request  relies  upon  the  enactment  of  $264.5  million  in  proposed 
discretionary  user  fees  and  $195  million  in  current  law  user  fees  that  together  will  finance  almost 
22  percent  of  our  budget  request  ~  as  shown  in  the  third  chart.  Full  funding  of  these  fees  are 
crucial  to  our  ability  to  maintain  our  priority  program  operations  as  well  as  our  new 
responsibilities  such  as  implementing  the  new  Medicare+Choice  program  that  will  give 
beneficiaries  more  health  care  options.  We  recognize  the  importance  of  controlling  discretionary 
spending  if  we  are  to  achieve  a  balanced  federal  budget.  We  also  recognize  the  equally 
compelling  need  for  adequate  administrative  spending  to  effectively  manage  the  Medicare  and 
Medicaid  programs, _We_haYe  attempted  to  reconcile  these  precepts  through  the  proposal  of 
alternative  user  fee  funding  mechanisms,  to  make  needed  funds  available. 

These  user  fees  will  support  ongoing  Medicare+Choice  information  campaign  activities 
nationwide,  as  well  as  strengthen  the  effectiveness  and  efficiency  of  HCFA's  Program 
Management  operations.  The  new  user  fees  cover  provider  and  supplier  enrollment  registration, 
managed  care  application  and  renewal,  initial  provider  certification,  provider  re-certification, 
paper  claims  submission,  and  duplicate  or  "unprocessable"  claims  submission.  A  significant 
portion  of  our  budget  depends  on  the  enactment  of  these  user  fees.  We  need  full  funding  of  these 
user  fees  to  avoid  significant  disruption  of  HCFA's  operations  that  could  delay  the 
implementation  of  the  Administration's  priorities.  We  are  eager  to  work  with  both  this 
Committee  and  the  authorizing  committees  to  enact  this  critical  source  of  funding. 

I  would  now  like  to  discuss  briefly  the  items  or  "accounts"  that  comprise  Program 
Management:  Research  and  Demonstrations,  Medicare  Contractors,  Medicare  State  Certification, 
and  Federal  Administration. 

RESEARCH  AND  DEMONSTRATIONS 

Our  Research  and  Demonstrations  request  is  $50.0  million,  the  same  as  the  fiscal  year 
1998  appropriated  level.  The  request  includes  $1 1.0  million  to  continue  the  Medicare  Current 
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Beneficiary  Survey,  whose  data  supports  HCFA  researchers  in  many  studies  of  health  care 
financing  delivery  mechanisms.  The  remaining  $39.0  million  includes  $18.4  million  for  the 
continuation  of  ongoing  research  activities  and  $20.6  million  to  implement  new  projects  that 
support  Congressional  and  Administration  priorities,  including  activities  to  support  the  Balanced 
Budget  Act.  Of  the  total  budget  request  for  research,  $11.0  million  will  support  congressionally-" 
mandated  projects. 

MEDICARE  CONTRACTORS 

Our  request  for  Medicare  contractors  demonstrates  that  we  continue  to  strive  to  do  more 
with  less  while  emphasizing  customer  service.  In  fiscal  year  1999,  Medicare  contractors  will 
process  an  estimated  935  million  claims—almost  a  5~percent  increase  over  FY  1998.  Despite  this 
growth  in  volume,  our  Medicare  contractors  request  includes  an  increase  of  less  than  7  percent,  or 
$54.2  million,  above  the  fiscal  year  1998  appropriated  level  for  basic  claims  processing  activities. 
Our  fiscal  year  1999  request  for  Medicare  contractors  is  $1.3  billion  and  consists  of  the  e 
appropriation  request  of  $1.1  billion  plus  $165.5  million  in  proposed  discretionary  user  fees.  This 
funding  level  accommodates  the  expected  increase  in  claims  workloads,  provides  resources 
sufficient  to  ensure  integrity  in  claims  processing  operations,  and  allows  for  other  critical 
operational  support  including  millennium  compliance.  ~* 

Contractor  functions  are  at  the  heart  of  the  Medicare  program.  Over  the  past  few  years, 
we  have  made  great  strides  in  improving  efficiency  in  the  area  of  claims  processing  through 
productivity  investments  including  the  transition  of  contractors  to  selected  standard  claims 
processing  systems,  and  customer  service  improvements.  We  will  continue  to  improve  efficiency 
in  these  areas.  -V 

MEDICARTTSTATE  CERTIFICATION 

The  Medicare  State  certification  program  ensures  that  facilities  participating  in  Medicare 
meet  Federal  health,  safety,  and  program  standards.  The  Medicaid  Survey  and  Certification 
counterpart  is  funded  through  the  Grants  to  States  for  Medicaid  account.  State  Survey  and 
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Certification  activities  seek  to  secure  quality  services  for  all  Medicare  and  Medicaid  beneficiaries. 
Our  Medicare  State  Certification  budget  request  is  $167.0  million  or  $13.0  million  over  the  fiscal 
year  1998  appropriated  level.  The  fiscal  year  1999  request  consists  of  the  $104.7  million 
appropriation  request  plus  $62.3  million  in  proposed  discretionary  user  fees. 

This  funding  level  will  provide  the  necessary  resources  for  us  to  keep  pace  with  the 
continuous  growth  in  this  program.  More  specifically,  the  request  will  support  inspections  of  all 
facilities  seeking  to  participate  in  Medicare  for  the  first  time  as  well  as  re-inspections  of  all 
currently  participating  nursing  homes  and  home  health  agencies  that  are  statutorily  mandated. 
Also,  the  request  supports  inspections  of  a  minimum  of  10  percent  of  non-statutorily  mandated 
facilities.  Moreover,  we  will  continue  to  pursue  increased  program  efficiencies  and  look  at  ways 
to  improve  our  survey  process. 

FEDERAL  ADMINISTRATION 

The  Federal  Administration  portion  of  the  Program  Management  account  supports  the 
day-to-day  operations  of  HCFA's  headquarters  as  well  as  our  10  regional  offices.  The  fiscal  year 
1999  request  of  $455  .8  million  consists  of  our  appropriation  request  of  $419. 1  million  plus 
$36.7  million  in  proposed  discretionary  user  fees.  This  request  includes  $322.6  million  to  fund 
4,217  FTEs,  which  includes  190  additional  FTEs  to  support  balanced  budget  implementation  and 
65  additional  FTEs  to  support  activities  attributable  to  the  Health  Insurance  Portability  and 
Accountability  Act.  These  additional  resources  are  paramount  to  the  successful  implementation 
of  this  legislation,  especially  in  the  Medicare+Choice  managed  care  provisions  and  activities  to 
assist  States  as  they  implement  insurance  reform.  Moreover,  leveraging  the  talent  of  our  staff  will 
increase  our  ability  to  serve  and  meet  the  future  health  care  needs  and  challenges  for  the 
73  million  Medicare  and  Medicaid  beneficiaries.  The  request  also  includes  funding  to  ensure 
millennium  compliance,  of  Medicare  systems  at  the  HCFA  data  center. 

MEDICARE  INTEGRITY  PROGRAM 

In  fiscal  year  1999  we  will  continue  to  implement  the  provisions  of  HIPAA,  including 
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measures  to  both  prevent  fraud  and  penalize  wrongdoers.  The  Medicare  Integrity  Program  (MIP) 
will  help  us  target  fraud  and  abuse  resources  at  the  most  vulnerable  areas  to  maximize  our  return 
on  investment,  to  protect  scarce  taxpayer  funds,  and  to  protect  the  fiscal  integrity  of  the  Trust 
Funds  so  that  Medicare  is  available  to  those  who  need  it  today  and  in  the  next  century.  This 
budget  requests  $395  million  in  proposed  mandatory  user  fees,  together  with  the  mandatory  MIP 
funding  level  of  $560  million,  for  a  total  investment  of  $955  million.  The  proposed  user  fees  will 
bolster  our  flexibility  to  focus  on  areas  expected  to  yield  the  greatest  return  on  investment. 
Although  this  user  fee  is  not  subject  to  appropriations,  we  look  forward  to  working  with  this 
Committee  as  well  as  the  authorizing  Committee  to  enact  our  entire  user  fee  bill. 

GOVERNMENT  PERFORMANCE  AND  RESULTS  ACT  (GPRA) 

Our  budget  request  also  incorporates  the  first  Annual  Performance  Plan  required  under 
GPRA.  The  fiscal  year  1 999  performance  goals  and  measures  are  detailed  in  our  performance 
plan,  and  are  linked  to  both  the  budget  and  to  HHS's  GPRA  Strategic  Plan  (transmitted  to 
Congress  on  September  30,  1997).  However,  in  fiscal  year  1999  we  have  been  granted  a  waiver 
by  the  Office  of  Management  and  Budget  from  the  GPRA  requirement  that  performance  goals  be 
established  for  Medicaid.  The  waiver  grant  will  provide  us  the  additional  time  needed  to  consult 
with  States  regarding  goals  and  data  sources.  Performance  targets  in  the  Plan  are  partially  a 
function  of  resource  levels  requested  in  the  President's  budget,  and  could  change  based  upon  final 
congressional  appropriations  action.  We  look  forward  to  receiving  feedback  from  Congress  on 
the  usefulness  of  our  Performance  Plan,  as  well  as  to  working  with  Congress  on  achieving  the 
goals  specified  in  our  plan. 

Our  fiscal  year  1 999  budget  request  comes  at  a  very  exciting  time  in  American  health  care. 
Enactment  of  the  Balanced  Budget  Act  and  other  key  legislative  changes  will  improve  the  way  in 
which  Medicare  and  Medicaid  are  financed  and  managed.  Our  fiscal  year  1999  budget  request 
was  formulated  to  be  both  flexible  and  responsive  to  these  changes.  I  am  confident  that  this 
budget  request  will  enable  us  to  respond  quickly  and  effectively  to  the  needs  of  the  Nation's 
rapidly  changing  health  care  system,  as  we  approach  the  2 1  st  century.  The  years  ahead  promise 
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great  opportunities  to  improve  the  effectiveness  and  efficiency  in  which  the  Government  ensures 
the  continuation  of  health  care  services  and  other  vital  safety  net  programs  that  so  many  millions 
of  Americans  increasingly  rely  upon. 

Thank  you  for  the  opportunity  to  present  HCFA's  budget  request.  I  look  forward  to 
working  with  this  Committee  and  I  would  be  happy  to  respond  to  any  questions  or  suggestions 
that  you  may  have. 
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Nancy-Ann  Min  DeParle 

Administrator 
Health  Care  Financing  Administration 
U.S.  Department  of  Health  and  Human  Services 


President  Clinton  nominated  Nancy-Ann  Min  DeParle  to  serve  as  the 
Administrator  of  the  Health  Care  Financing  Administration  (HCFA)  on 
June  27,  1997.  Ms.  DeParle  served  as  Deputy  Administrator  until  November  8, 
when  the  Senate  approved  her  nomination  as  HCFA's  eighth  Administrator. 
From  1993-1997,  she  served  as  Associate  Director  for  Health  and  personnel  of 
the  White  House  Office  of  Management  and  Budget  (OMB)  where  she  had 
responsibility  for  budgetary  and  policy  maters  relating  to  all  Federal  health 
programs,  including  Medicare  and  Medicaid.  From  1987  -  1989,  she  served  in 
the  Cabinet  of  Tennessee  Governor  Ned  McWherter  as  Commissioner  of  Human 
Services.  Ms.  DeParle  administered  a  6000-employee  agency  with  a 
$500  million  budget  that  provided  Food  Stamps,  AFDC,  rehabilitation,  and  child 
welfare  services.  Ms.  DeParle  has  also  worked  as  a  lawyer  representing  states  in 
litigation  involving  Federal  health  and  welfare  programs  and  as  an  adjunct 
professor  at  the  Vanderbilt  School  of  Law. 

A  native  of  Rockwood,  Tennessee,  Ms.  DeParle  received  a  B.A.  with 
highest  honors  from  the  University  of  Tennessee,  Knoxville,  where  she  served  as 
president  of  the  student  body.  She  holds  B.A.  and  M.A.  degrees  from  Balliol 
College,  Oxford  University,  which  she  attended  as  a  Rhodes  Scholar,  and  a  law 
degree  from  Harvard  Law  School. 

In  1994,  Ms.  DeParle  was  named  by  lime  magazine  to  its  roster  of 
"America's  50  most  promising  leaders  age  40  and  under." 
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Elaine  M.  Raubach 

Director,  Budget  &  Analysis  Group 
Office  of  Financial  Management 
Health  Care  Financing  Administration 

Baltimore,  Maryland 
September  21,  1948 

M.B.A.  Loyola  College,  1987 

M.A.  University  of  Virginia,  1971 

A.B.  Rutgers  -  The  State  University,  1970 


Director,  Budget  &  Analysis  Group 
Office  of  Financial  Management 
Health  Care  Financing  Administration 

Director,  Reorganization  Implementation  Team 

Office  of  the  Administrator 

Health  Care  Financing  Administration 

Director,  Office  of  Information  Resources  Management 
Bureau  of  Data  Management  &  Strategy 
Health  Care  Financing  Administration 

Director,  Division  of  ADP  Planning  and  Resources  Management 
Office  of  Information  Resources  Management 
Bureau  of  Data  Management  &  Strategy 
Health  Care  Financing  Administration 

Deputy  Director,  Division  of  Budget 
Office  of  Financial  Mangement 
Office  of  Budget  and  Administration 
Health  Care  Financing  Administration 
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Dennis  P.  Williams 

Deputy  Assistant  Secretary 
For  Budget 

U.S.  Department  of  Health  and  Human  Services 


Dennis  Williams  has  served  as  Deputy  Assistant  Secretary  for  Budget  since 
1984. 

Dennis  provides  advice  and  assistance  to  the  Assistant  Secretary  for 
Management  and  budget,  and  the  Secretaiy,  on  program  policy  and  management 
issues  dealing  with  the  Department's  budget.  He  is  responsible  for  the 
formulation  of  the  budget  for  HHS  and  its  presentation  to  the  Office  of 
Management  and  Budget  and  to  Congress. 

From  1982  until  1984  he  served  as  the  Director,  Division  of  Welfare  Budget 
Analysis  in  HHS.  Before  that,  starting  in  1980  until  1982  he  served  as  Chief, 
Health  Care  Financing  Branch,  Division  of  Health  Budget  Analysis. 

From  1977  until  1980  Dennis  was  a  Program  Analyst  in  the  Division  of  Health 
Budget  Analysis. 

Prior  to  his  appointment  at  HHS,  Dennis  served  from  1968  until  1971  as  a 
Program  specialist  with  the  Office  of  Economic  Opportunity  and  from  1965  to 
1967  with  the  Peace  coips  in  Turkey.  He  was  awarded  a  doctorate  in 
International  Relations  at  the  Johns  Hopkins  School  of  Advanced  International 
Studies  in  1976. 
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Mr.  Porter.  Ms.  DeParle,  my  first  question  is,  are  you  enjoying 
this  job?  [Laughter.] 

Ms.  DeParle.  Are  we  having  fun  yet?  Well,  it  is,  I  suspect  it  is 
a  little  like  being  the  Chairman.  There  are  days  when  it  is  fun  and 
there  are  days  when  it  is  not  fun.  We  have  a  lot  of  challenges 
ahead  of  us,  but  certainly  this  committee  and  your  staff  have  tried 
to  make  it  as  enjoyable  as  possible  and  I  appreciate  that. 

Mr.  Porter.  Well,  we  are  delighted  that  you  have  undertaken  it. 
Obviously,  you  are  very  well  prepared  for  it.  I  think  you  have  one 
of  the  toughest  and  biggest  jobs  in  all  of  Government.  It  is  good 
that  you  are  there,  and  I  think  you  are  going  to  do  a  superb  job. 
We  look  forward  to  working  closely  with  you  and  making  certain 
we  have  the  resources  you  need  to  do  the  job  right. 

Ms.  DeParle.  Thank  you.  I  appreciate  that. 

Mr.  Porter.  Can  we  talk  about  user  fees  for  a  minute?  As  you 
said  in  your  oral  testimony,  the  Program  Management  budget  de- 
pends on  two  funding  sources:  what  you  receive  through  appropria- 
tions and  the  enactment  of  user  fee  authority.  The  user  fee  pro- 
posal was  submitted  to  Congress  just  this  past  Friday.  Have  you 
been  in  contact  with  the  authorizing  committees  to  determine  how 
receptive  are  they  in  taking  up  this  proposal? 

Ms.  DeParle.  Well,  you  have  touched  on  a  very  difficult  area, 
Mr.  Chairman.  I  knew  and  I  think  the  Secretary  knew  in  sending 
this  request  forward  that  it  creates  difficulties  because  we  are 
working  with  two  committees  here  and  we  know  that  is  an  awk- 
ward and  cumbersome  process. 

But  I  do  believe  that  there  is  a  good  justification  for  each  of  the 
fees  that  we  have  proposed  and  I  also  think  that  if  we  are  trying, 
as  you,  in  the  Congress  and  we,  in  the  Administration,  have  com- 
mitted, to  work  within  a  balanced  budget,  there  are  some  areas 
where  maybe  user  fees  would  not  make  sense.  In  the  HCFA  Pro- 
gram Management  area  and  in  our  programs  I  think  they  do  make 
sense. 

We  have  begun  discussions  with  the  authorizing  committees. 
Now,  that  we  have  the  legislative  language  we  intend  to  go  back 
and  work  with  them  and  I  am  sure  it  will  be  a  long  process. 

But  I  do  think  that  frankly,  because  of  the  additional  responsibil- 
ities that  they  have  given  us  number  one — with  the  enactment  of 
the  Balanced  Budget  Act,  which  is  critical  to  doing  what  we  all 
know  we  must  do,  which  is  extending  the  solvency  of  Medicare — 
we  have  to  get  the  job  done  on  enacting  those  provisions  in  order 
to  make  good  on  the  promise. 

And  they  realize  that.  They  also,  I  think,  recognize  that  as  our 
program  has  grown  and  the  number  of  claims,  for  example,  in 
Medicare,  has  grown  that  we  have  not  kept  pace  with  the  amount 
of  oversight  that  we  needed  to  do  in  order  to  be  sure  that  our  error 
rate  would  not  increase. 

And,  you  know,  you  heard  about  our  audit  that  was  done  last 
year.  I  am  not  happy  with  a  14  percent  error  rate.  I  am  not  satis- 
fied with  that.  We  have  to  do  better.  And  until  we  figure  out  a  way 
on  a  prepayment  basis  to  know  which  claims  are  not  good  and 
which  claims  are,  the  only  answer  to  that  is  to  do  audits  and  these 
user  fees  help  to  support  us  in  that  activity. 
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So,  I  believe  our  authorizers  are  open  to  discussions  with  us  and 
we  know  that  we  have,  I  know  that  I  have  some  persuading  to  do 
and  I  appreciate  your  having  an  open  mind  as  much  as  you  can. 

Mr.  Porter.  Well,  I  hope  they  are  as  reasonable  as  you  think 
they  are.  What  happens  if  you  get  the  authority — how  long  will  it 
take  to  write  the  rules  and  regulations  and  how  much  could  you 
collect  in  the  first  year?  Are  we  not  looking  kind  of  a  fair  way  off 
before  you  could  get  the  authority  and  actually  begin  to  use  it? 

Ms.  DeParle.  Well,  with  the  Medicare+Choice  user  fees,  which 
your  committee  appropriated  for  us  last  year  and  worked  with  the 
authorizers  on,  we  have  already  begun  collecting  money  under 
those.  We  have  already  collected,  I  think,  $38  million  or  so. 

I  would  never  want  to  make  promises  about  time  frames  within 
which  things  can  get  done  because  I  have  learned  from  my  experi- 
ence that  things  always  take  longer  than  you  think  but  this  would 
be  a  major  priority  to  us  and  we  would  get  it  done  as  quickly  as 
we  could. 

Mr.  Porter.  This  is  the  Commerce  and  Ways  and  Means  Com- 
mittees in  the  House. 

Ms.  DeParle.  Yes,  sir,  and  Finance  on  the  Senate  side. 

Mr.  Porter.  I  would  imagine  that  this  would  work  out  if  the  au- 
thorizing committees  are  convinced  that  our  bill  would  become  the 
vehicle  to  enact  them  because  I  do  not  think  they  are  going  to  put 
out  a  separate  vehicle  this  year  in  any  case. 

Ms.  DeParle.  I  do  not  think  they  are  either. 

Mr.  Porter.  Which  means  that  time  is  kind  of  the  essence  here. 
There  are  not  many  legislative  days  scheduled.  Appropriations  is 
moving  very  fast.  I  do  not  know  how  fast  the  budget  will  move,  but 
we  would  target  a  markup,  assuming  we  have  a  budget,  for  early 
May.  So,  the  faster  you  can  talk  to  the  authorizers  the  better  off 
we  will  be. 

Ms.  DeParle.  I  hear  you.  I  appreciate  your  advice. 

Mr.  Porter.  Let  me  ask  one  more  question  now  and  we  will  have 
an  additional  round  later.  There  is  a  provision  in  the  Balanced 
Budget  Act  that  takes  effect  on  October  1st  that  has  caused  some 
concerns  in  the  health  community.  The  provision  has  to  do  with  the 
status  of  patients  transferred  from  a  hospital  to  a  rehabilitation  fa- 
cility. 

Apparently,  after  October  1st,  patients  who  are  transferred  will 
be  considered  a  transfer  patient  rather  than  a  discharged  patient. 
This  status  impacts  the  level  of  funding  that  hospitals  receive  as 
a  result. 

Are  you  familiar  with  this  issue  and  have  you  looked  into  the 
concerns  that  have  been  raised? 

Ms.  DeParle.  Yes,  sir,  I  am  both  familiar  with  it  and  have  had 
a  recent  discussion  with  the  American  Hospital  Association  and  the 
Tennessee  Hospital  Association  and  the  California  Hospital  Asso- 
ciation. It  is  their  top  priority  as  you  know.  They  are  very  con- 
cerned about  it. 

Like  every  issue,  it  has  two  sides.  The  thing  that  motivated  the 
Administration  to  request  a  provision  in  the  Balanced  Budget  Act 
to  try  to  address  this  problem  was  the  problem  we  were  noticing 
through  Operation  Restore  Trust,  our  anti-fraud  and  abuse  initia- 
tive, as  well  as  just  from  our  own  numbers  that  there  seemed  to 
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be  a  lot  of  hospitals  that  were  discharging  patients  and  then  the 
next  day  the  person  would  be  in  their  home  health  unit,  and  it 
looked  like  they  were  trying  to  get  the  full  DRG  and  then  put  them 
in  another  facility  eligible  to  receive  additional  payments,  in  some 
cases.  Unfortunately  these  kind  of  examples  are  the  things  that 
catch  people's  eye — but  in  the  Wall  Street  Journal  last  year  there 
was  an  example  of  a  hospital  that  was  discharging  folks  after  they 
had  gotten  the  full  DRG  and  then  basically  wheeling  them  down 
the  hall  to  their  skilled  nursing  facility  units.  Then  they  could 
charge  reasonable  cost  for  a  day  and,  thus,  augment  the  bill.  So, 
that  is  the  problem  this  was  designed  to  correct. 

The  original  proposal  was  much  broader  and  in  working  with 
your  colleagues  in  the  Ways  and  Means  Committee  it  has  been  nar- 
rowed so  that  what  they  have  told  us  to  do  is  to  focus  on  ten  DRGs 
that  seem  to  be  the  ones  that  are  most  frequently  the  problem  and 
to  come  up  with  a  proposal  related  to  that.  And  we  are  moving  for- 
ward with  that  but  we  are  talking  to  the  various  hospital  associa- 
tions and  we  are  aware  of  their  concerns. 

Mr.  Porter.  Thank  you  very  much. 

Ms.  Lowey? 

Ms.  Lowey.  Thank  you,  Mr.  Chairman. 

And  I  just  wanted,  Mr.  Chairman,  before  I  move  on,  to  associate 
myself  with  your  last  question  because  this  problem  has  been 
brought  to  my  attention,  as  well,  by  several  of  the  hospitals  in  my 
district  and  they,  you  know,  felt  that  although  they  understand 
why  we  made  that  decision  what  it  does  is  it  encourages  hospitals 
to  keep  someone  there  for  more  than  10  days,  so,  I  am  delighted 
to  know  you  are  working  on  it.  Because  many  of  us  have  been  con- 
cerned about  that  issue  and  we  thank  you. 

I  want  to  welcome  you. 

Ms.  DeParle.  Thank  you  very  much. 

MEDICARE  PAYMENT  CAPS 

Ms.  Lowey.  And  I  thank  you.  You  have  inherited  an  enormous 
responsibility  and  we  all  wish  you  good  luck.  Certainly  your  cre- 
dentials are  very  impressive  and  we  all  look  forward  to  working 
with  you  to  make  sure  the  Medicare  and  Medicaid  programs  are 
protected  and  continue  to  serve  the  public. 

A  couple  of  questions  particular  to  New  York.  As  you  know,  I  and 
a  number  of  other  members  of  the  New  York  delegation  have  ex- 
pressed deep  concern  about  the  methodology  HCFA  used  when  it 
developed  new  Medicare  payment  caps  for  care  provided  by  inpa- 
tient psychiatric  and  rehabilitation  units.  Specifically,  HCFA  did 
not  address  the  caps  for  legitimate  cost  differences  between  geo- 
graphic areas  of  the  country,  contrary  to  past  practices  in  what  is 
understood  to  be  Congressional  intent. 

It  is  vitally  important  that  these  new  caps  be  adjusted  so  that 
health  care  services  in  the  metropolitan  areas  are  not  harmed  but 
payments  to  the  truly  inefficient  hospitals  can  be  reduced  and  we 
understand  that. 

Unfortunately,  these  wage  caps,  as  they  are  now,  are  the  same 
regardless  of  where  a  hospital  is  situated.  In  New  York  City  the 
caps  will  harm  care  for  Medicare  beneficiaries  in  need  of  psy- 
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chiatric  or  rehab  services,  including  services  to  treat  severe  burn 
victims. 

As  you  know,  psychiatric  care  is  already  under  a  lot  of  financial 
pressure  because  it  has  been  difficult  to  get  managed  care  and 
other  insurers  to  provide  adequate  reimbursement.  And  many  of 
our  urban  hospitals  are  just  being  pushed  to  the  breaking  point.  In 
my  meetings  with  them,  they  make  this  very,  very  clear. 

Could  you  discuss  with  us  what  HCFA  plans  to  do  to  respond  to 
this  problem  and  give  us  some  idea  of  when  we  can  expect  HCFA 
to  take  appropriate  action? 

Ms.  DeParle.  The  issue  that  you  have  identified  is  one  that 
came  to  my  attention  in  January  and  I  think  you  wrote  me  and  Mr. 
Rangel  has  also  written  me  about  this  and  certainly  from  the 
standpoint  of  the  New  York  delegation,  there  is  no  question  about 
what  you  intended  in  the  law. 

Unfortunately  though,  our  lawyers  advise  me  that  the  wage  ad- 
justment mechanism  was  written  into  other  parts  of  the  statute.  It 
was  not  referred  to  at  all  in  this  section  of  the  statute  about  these 
caps.  And,  so,  what  they  contend  is  that  we  do  not  have  the  discre- 
tion to  just  read  that  into  the  law,  because  where  it  has  been  spe- 
cifically referred  to  in  other  areas  and  it  was  not  referred  to  here, 
the  inference  is  that  if  Congress  had  wanted  us  to  do  that  they 
would  have  told  us  to  do  it. 

As  I  said,  I  have  no  doubt  of  what  you  want  or  what  your  col- 
leagues from  New  York  want,  but  there  is  this  issue  of  legal  inter- 
pretation. I  certainly  can  tell  you  that  we  agree  that,  in  general, 
it  makes  sense  to  adjust  for  differential  wages.  And  we  would  be 
happy  to  provide  technical  assistance  or  to  do  anything  we  can  to 
help  move  it  in  that  direction.  But  at  this  point,  my  lawyers  have 
told  me  that  they  do  not  think  I  have  the  discretion. 

So,  I  think  we  have  a  meeting  scheduled  to  talk  more  about  this 
and  I  will  go  back  and  make  sure  that  everyone  is  looking  at  every 
single  angle  on  it.  And  I  am  aware  of  the  problem. 

Ms.  LOWEY.  I  would  appreciate  that.  And  I  am  glad  you  said  it 
is  legal  interpretation  and  not  the  law,  which  makes  me  think  that 
maybe  there  are  some  questions  because  you  can  get  other  legal  in- 
terpretations as  you  well  know,  you  have  received  them  on  this 
issue,  and  we  appreciate  that  you  are  continuing  to  work  with  us. 
And  I  look  forward  to  the  meeting  and  I  hope  we  can  resolve  it  be- 
cause there  are  different  interpretations  of  the  law  and  there  are 
people  who  feel  very  strongly  about  this  and  it  severely  impacts  the 
industry. 

Ms.  DeParle.  Yes,  I  know. 

Ms.  Lowey.  So,  I  thank  you  very  much. 

COMMUNITY  HEALTH  CENTERS 

Another  area  facing  New  York,  another  serious  issue  facing  New 
York  has  been  brought  to  my  attention.  And  this  issue  relates  to 
the  ability  of  community  health  centers  to  survive  under  Medicare 
managed  care.  I  understand  that  New  York  State  is  in  the  process 
of  implementing  an  1115  waiver  which  HCFA  approved  but  which 
waives  so-called  cost-based  reimbursement  for  New  York's  commu- 
nity health  centers. 
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Twenty  members  of  the  New  York  delegation  have  written  to  you 
on  this  issue  as  well  expressing  our  opposition  to  this  treatment  to 
health  centers.  If  this  waiver  is  allowed  to  stand,  it  is  estimated 
that  community  health  centers  in  New  York  will  lose  a  minimum 
of  $220  million  over  the  next  five  years. 

And  this  certainly  is  money  that  our  health  centers  could  use  for 
upgrading  their  facilities,  so  that  they  can  compete  in  the  managed 
care  market  place,  or  it  is  money  that  they  certainly  could  use  to 
care  for  the  uninsured  which  is  a  major  part  of  their  responsibility. 
This  cutback  could  force  health  centers  to  reduce  services  or  even 
to  close. 

Now,  my  understanding  is  that  Congress  expressed  the  intent 
that  health  centers  receive  cost-based  reimbursement  by  enacting 
a  six-year  wrap-around  payment  for  the  health  centers  in  the  Bal- 
anced Budget  Act  of  1997.  There  are  differences  of  opinion  on  this, 
but  this  is  absolutely  vital  to  our  community  health  centers. 

Unless  the  six-year  wrap-around  payment  is  respected  and  im- 
plemented, it  would  really  kill  these  centers  that  are  providing 
such  vital  services.  Could  you  give  us  an  understanding  of  whether 
you  intend  to  enforce  the  six-year  wrap-around  payment  in  New 
York? 

Ms.  DeParle.  I  do  not  have  an  answer  for  you  today.  I  can  tell 
you  that  I  think  I  have  met  with  every  health  center  in  New  York 
now  in  three-and-a-half  months.  I  am  teasing,  but  I  have  met  with 
at  least  20  of  them  about  this  issue. 

And  again,  there  are  questions  here,  as  you  pointed  out,  of  legal 
interpretation  as  we  move  away  from  cost-based  reimbursement, 
which  the  New  York  centers  understand.  They  are  very  realistic 
about  where  the  world  is  today.  What  they  tell  me  is  they  just 
want  to  be  in  a  position  to  compete  fairly  and  they  are  concerned 
about  having  a  transition  to  the  new  system.  Which  is,  I  think, 
what  Congress  was  also  concerned  about. 

And,  so,  we  are  taking  that  into  account  and  trying  to  develop 
the  policy  that  we  will  be  applying  with  respect  to  this.  And  I 
would  like  to  get  back  to  you  with  a  report  on  it  because  this  is 
an  issue  that,  I  think,  you  will  be  glad  to  know  is  not  just  a  HCFA 
issue.  It  is  an  issue  the  Secretary  cares  a  lot  about  and  it  is  an 
issue  that  our  colleagues  in  the  Department,  particularly  in  the 
Health  Resources  and  Services  Administration  care  a  lot  about. 

So,  we  are  working  together  on  what  is  the  best  policy  and  I 
would  like  to  get  back  to  you  with  a  more  specific  answer  about 
New  York. 

Ms.  Lowey.  Well,  I  certainly  appreciate  that.  Certainly  the  Sec- 
retary is  very  well  aware  of  the  invaluable  services  of  the  commu- 
nity health  centers  and,  again,  they  just  want  to  be  competitive 
and  get  fair  treatment. 

So,  I  thank  you.  What  is  our  time  like,  Mr.  Chairman? 

Mr.  Porter.  You  have  26  seconds  left.  [Laughter.] 

Ms.  Lowey.  Well,  maybe  I  will  just  congratulate  you  on  your 
waste,  fraud  and  abuse  program.  I  asked  Secretary  Shalala  the 
same  question,  but  I  have  been  impressed  with  what  I  have  heard. 
And  certainly  in  New  York,  Operation  Restore  Trust  has  been 
doing  an  excellent  job.  I  continue  to  be  amazed  that  it  still  is  what, 
14  percent,  $14  million?  More  than  that? 
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Ms.  DeParle.  That  was  our  error  rate.  It  is  more  than  that  I  am 
afraid.  The  percentage  is  right,  the  dollars  are  a  little  bit  bigger. 

Ms.  Lowey.  Oh,  the  error  rate  was  14  percent. 

Ms.  DeParle.  No.  The  error  rate  is  14  percent  and  that  was  an 
analysis  of  5,000  claims  and  if  you  extrapolate  that  over  our  entire 
fee-for-service  base,  it  is  $23  billion. 

Ms.  Lowey.  Well,  what  we  will  do  if  we  have  another  round  is 
give  you  the  opportunity  to  tell  us  what  wonderful  things  you  are 
doing. 

Thank  you. 

Ms.  DeParle.  Well,  and  if  I  can  get  the  user  fees  we  can  do  even 
more.  [Laughter.] 
Ms.  Lowey.  Thank  you. 
Mr.  Porter.  Mr.  Wicker,  for  480  seconds. 
Mr.  Wicker.  Thank  you,  Mr.  Chairman. 

Ms.  DeParle,  I  am  delighted  to  meet  you.  I  was  interviewed  by 
your  husband. 

Ms.  DeParle.  I  was  going  to  say  my  husband  is  a  fan  of  yours. 
I  think  you  know  that. 

Mr.  Wicker.  And  I  hope  that  the  next  time  he  visits  Mississippi, 
you  will  come  with  him  and  have  dinner  with  me. 

My  first  two  questions  are  sort  of  particularly  Mississippi  ques- 
tions. One  is  about  oncology  drugs  and  the  other  to  give  you  a 
heads-up  about  the  occupational  mix  reclassification.  But  first  to 
the  oncology  drugs. 

ONCOLOGY  DRUGS 

Our  entire  delegation  wrote  you  a  letter  last  November  and  the 
concern  was  the  inconsistency  of  care  which  exists  between  dif- 
ferent States,  in  particular,  the  Medicare  coverage  termination 
process  allows  certain  carriers  to  deny  reimbursement  for  one  on- 
cology drug  when  a  neighboring  State  with  another  barrier  does  re- 
imburse it.  Why  does  this  problem  exist  and  what  can  we  do  to 
limit  the  gray  area  which  allows  these  inconsistencies? 

Ms.  DeParle.  The  problem  exists  because  of  the  way  the  Medi- 
care program  was  designed.  And  it  is  just  like  when  I  talked  about 
our  contractors  here  today  and  the  money  that  we  need  for  them. 

When  Congress  set  up  Medicare,  they  wanted  it,  they  decided  not 
to  go  the  route  of  Social  Security  and  not  to  have  a  big  agency  with 
60,000  employees,  but  rather  to  have  a  small  agency  and  to  do  a 
lot  of  the  work  through  contractors,  through  Blue  Cross/Blue  Shield 
and  various  other  insurance  companies  that  would  pay  the  claims 
and  would  do  all  of  those  things  for  us. 

So,  what  happened  was  these  contractors  around  the  country — 
and  I  think  we  are  down  to  approximately  70,  they  often  make  de- 
cisions that  relate  to  coverage  of,  in  this  case,  these  oncology  drugs 
that  you  and  I  have  corresponded  about. 

What  we  are  trying  to  move  toward  is  a  process  for  making  deci- 
sions that  would  be  evidence-based — in  other  words,  based  on  what 
the  science  shows  about  what  a  particular  device  or  drug  or  what- 
ever it  is,  could  do  for  our  beneficiaries — and  that  would  be  more 
national  in  scope. 

But  getting  from  where  we  are  today  to  there  is  hard.  We  had 
a  process  that  was  being  used  to  make  so-called  national  coverage 
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decisions  which  was  sort  of  a  hybrid  process  and  basically  was  not 
an  open  process.  And,  so,  when  I  was  briefed  on  this  back  in  De- 
cember, I  decided  we  needed  to  change  that.  And  we  just  had  a 
meeting  yesterday  about  how  can  we  put  together  a  process  that 
allows  it  to  be  more  open  and  allows  us  to  make  decisions  on  more 
of  a  national  basis? 

But  I  should  be  honest  with  you.  It  will  be  hard  because  we  have 
now  had  30-some  years  of  operating  where  local  carrier  medical  di- 
rectors, like  the  one  in  Mississippi,  can  make  these  decisions  on 
their  own  and  sometimes  they  like  it  that  way.  Frankly,  sometimes 
the  companies  like  it  that  way  because  they  can  talk  to  a  particular 
carrier's  medical  director  and  get  him  or  her  to  agree  with  their  po- 
sition. 

So,  I  think  where  we  want  to  move  is  to  have  more  national  con- 
sistency. And  from  your  question  it  sounds  like  that  is  where  you 
think  we  ought  to  be,  too.  But  getting  to  there  from  where  we  are 
is  hard. 

Mr.  Wicker.  I  certainly  hope  that  we  can  continue  to  work  to 
move  toward  national  consistency,  as  you  say. 

I  certainly  am  an  enthusiastic  supporter  of  the  concept  of  Fed- 
eralism. But  human  physiology  does  not  change  from  State-to- 
State.  And  I  hope  you  can  understand  the  frustrations  of  the  best 
oncologists  in  Mississippi  being  prohibited  from  using  drugs  that 
the  best  oncologists  in  Alabama  and  Georgia  are  allowed  to  use. 

So,  let  us  continue  to  make  that  a  priority. 

Ms.  DeParle.  Yes.  In  the  particular  case  you  were  talking  about, 
we  have  spoken  with  the  medical  director  and  we  have  also  sur- 
veyed the  country  and  you  are  right,  that  particular  one  is  pre- 
scribing something  or  agreeing  to  allow  claims  for  something  in  a 
very  different  way  than  anybody  else  is.  He  has  agreed  to  meet 
with  the  local  oncology  community  and  I  think  that  is  going  on 
right  now. 

Mr.  Wicker.  Well,  perhaps  that  will  address  this  specific  issue. 

Ms.  DeParle.  I  would  like  to  not  have  a  situation  where  Mem- 
bers of  Congress  feel  like  they  have  to  carry  the  case  for  folks  back 
home  on  an  issue  like  this. 

And,  so,  I  hope  we  can  get  there. 

OCCUPATIONAL  MIX  RECLASSIFICATION 

Mr.  Wicker.  Now,  to  the  occupational  mix  reclassifications, 
which  has  occurred  for  fiscal  year  1999.  I  do  not  understand  every- 
thing about  this  but  what  I  do  understand  is  that  HCFA  published 
a  new  rule  and  a  lot  of  us  were  surprised  that  this  particular  mix 
was  abolished. 

I  understand  it  was  because  the  American  Hospital  Association 
was  no  longer  collecting  occupational  mix  data  required  for  reclas- 
sification and  what  I  really  understand  is  that  this  action  would 
cost  four  rural  Mississippi  hospitals  several  million  dollars. 

Now,  if  we  could  persuade  the  AHA  to  start  collecting  this  data 
again  what  would  be  your  attitude  toward  reconsidering  this  rule? 

Ms.  DeParle.  I  had  never  heard  of  this  before  you  wrote  me 
about  it,  I  am  not  an  expert  on  it.  But  I  did  read  up  on  it  after 
I  saw  your  letter.  It  is  my  understanding  that  we  did  not  have  a 
policy  basis  for  not  continuing  to  use  the  data.  It  is  just  that  the 
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American  Hospital  Association  said  they  were  not  going  to  collect 
it  any  more. 

So,  if  they  were  to  collect  it  again,  then  I  believe  my  reaction 
would  be  to  use  it  if  it  helps  us  make  a  better  policy. 

DEEMED  STATUS  REPORT 

Mr.  Wicker.  Wonderful.  Yesterday,  I  asked  Ms.  Shalala  why  the 
Department  had  not  submitted  a  report  which  Congress  had  asked 
for  in  1996.  This  report  was  due  last  July  and  was  supposed  to  give 
Congress  an  idea  of  the  viability  of  letting  independent  accredited 
organizations  certify  skilled  nursing  facilities. 

HCFA  already  uses  the  Joint  Commission  on  Accreditation  of 
Health  Care  Organizations  to  certify  hospitals.  So,  could  we  ask 
you  to  submit,  when  do  you  expect  to  submit  this  report  that  was 
due  last  July,  before  you  came  into  office,  I  might  add.  And  would 
it  make  sense  to  try  this  approach  of  independent  contractors  be- 
fore moving  toward  the  user  fees? 

Ms.  DeParle.  Well,  on  the  first  part  of  the  question,  I  am  aware, 
of  the  report  on  so-called  deemed  status.  And  the  simple  answer  is, 
it  was  not  ready.  I  believe  it  was  supposed  to  be  due  in  July  or  so 
of  1997? 

Mr.  Wicker.  That  is  right,  July  of  1997. 

Ms.  DeParle.  And  HCFA  let  the  contract,  as  I  understand  it,  for 
the  outside  contractor  that  was  going  to  perform  the  study  soon 
after  the  appropriations  bill  was  done  but  it  just  was  not  finished. 

And  last  summer  they  considered  sending  up  an  interim  report 
but,  quite  frankly,  I  looked  at  it  and  it  did  not  really  say  anything. 
So,  I  was  not  sure  that  made  sense  to  send  you  something  that  did 
not  really  say  anything. 

I  think  it  will  be  ready  soon.  I  know  there  is  a  draft  of  it  that 
is  supposed  to  be  coming  to  me.  So,  I  would  say,  spring.  It  is  almost 
spring  now.  I  would  say,  soon. 

If  you  like,  I  can  get  back  to  your  staff  with  a  more  specific  date, 
I  think  it  should  be  soon. 

Mr.  Wicker.  Okay.  And  did  you  want  to  comment  about  possibly 
holding  off  on  user  fees  until  we  find  out  the  feasibility  of  this  ap- 
proach? 

Ms.  DeParle.  I  am  not  sure  how  much  money  it  would  save  to 
go  to  a  deemed  status  approach,  Representative  Wicker.  I  am  open 
to  looking  at  it,  but  I  can  tell  you  that  I  do  not  think  that  we  are 
necessarily  doing  the  best  job  we  could  be  doing  right  now  in  over- 
sight of  some  of  the  facilities  that  we  need  to  be  overseeing  like 
skilled  nursing  facilities,  nursing  homes. 

At  least  I  am  not  comfortable  with  where  we  are.  And  that  is 
what  would  make  me  a  little  bit  concerned  about  moving  to  a 
deemed  status.  I  can  tell  you  this,  I  will  look  at  the  report  and  I 
will  sit  down  and  talk  to  you  about  it  and  remain  open  to  it.  But 
I  can  tell  you  that  I  am  not  convinced  that  we  are  doing  the  best 
job  we  need  to  be  doing  as  it  is. 

Mr.  Porter.  Thank  you,  Mr.  Wicker. 

Mrs.  Northup? 

HIPAA  ANTI-FRAUD  MEASURES 

Mrs.  Northup.  Thank  you,  Mr.  Chairman. 
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I  do  not  know  where  to  start.  First  of  all,  let  me  just  ask  you 
a  quick  question.  The  question  of  physicians  have  to  include  a  copy 
of  their  license.  Is  that  still  part  of  you  all's  regulations  or  did  you 
all  reverse  that  maybe? 

Or  was  that  a  Senate  bill  that  passed  in  the  Senate? 

Ms.  DeParle.  I  am  sorry.  Including  a  copy  of  the  license? 

Mrs.  Northup.  That  the  requirement  for  the  Medicare  fraud, 
"Providers  must  submit  a  notarized  or  certified  true  copy  of  their 
renewed  medical  license  and  if  they  do  not,  their  claim  will  be  de- 
nied." And,  of  course,  providers  are  complaining  that  this  is  a  lot 
of  paperwork  and  I  mean  complaining  bitterly  about  it.  And  I  am 
sort  of  reaching  back  in  my  memory  as  to  whether  you  have  left 
that  in  place  or  whether  there  is  actually  a  Senate  bill  that  passed 
in  the  Senate. 

Ms.  DeParle.  I  need  to  get  back  to  you  with  an  answer  for  the 
record.  I  can  tell  you,  though,  that  just  from  my  own  experience  I 
suspect  you  would  be  shocked  at  some  of  the  things  that  some  peo- 
ple who  get  into  the  Medicare  program  would  do.  I  was  just  down 
in  Miami  looking  at  some  of  the  fraud  and  abuse  problems  we  have 
and  went  into  clinics  where  there  were  people  who  were  practicing 
as  doctors  who  were  not  licensed  doctors. 

So,  if  that  is  a  requirement  it  must  have  been  designed  to  get 
at  that.  Now,  the  issue  is,  is  there  a  way  to  get  at  that  without 
requiring  a  lot  of  extra  paperwork  out  of  doctors?  So,  what  I  would 
like  to  do  is  go  back  and  look  at  that  and  get  you  a  better  answer 
for  the  record. 

MAXIMIZED  BILLING  PRACTICES 

Mrs.  Northup.  That  would  be  fine. 

Intermediaries.  I  asked  this  question  yesterday  and  I  am  going 
to  follow-up  with  you.  The  hospitals  are  concerned,  they  believe 
that  the  HCFA  intermediaries  have  given  approvals  to  certain  bill- 
ing codes  that  they  rely  on.  Many  of  these  hospitals,  especially  our 
rural  hospitals — hospitals  that  Representative  Lowey  talked  about 
feel  like  they  are  already  at  the  breaking  point — they  hired  consult- 
ants to  help  them.  What  they  claim  is  that  understanding  the 
Medicare  law  is  overwhelming,  it  is  very  difficult,  it  is  sort  of  like 
the  Tax  Code  for  a  person  on  the  street. 

So,  they  hire  consultant  companies  that  come  in  to  help  make 
sure  they  maximize  their  billing  opportunities.  They  then  have  the 
intermediaries  from  HCFA  that  approve  these  codes,  but  now  the 
hospitals  are  being  contacted  by  the  Department  of  Justice  which 
is  saying  that  those  billings  were  improper.  DOJ  is  either  saying 
we  will  see  you  in  court  and  sue  for  double  the  costs  or  triple  the 
costs  of  over-billing,  because  these  billings  are  not  okay,  or  you 
could  pay  us  right  now,  in  30  days,  these  enormous  sums  and  plead 
guilty. 

All  of  these  proposals  are  potential  breakers  for  some  of  these 
hospitals.  And  they  feel  like  that  if  they  had  the  evidence  that  the 
intermediaries  have  given  them,  the  information  that  these  were 
correct  billing  codes  that  the  intermediary  should  bear  the  burden 
of  the  costs. 

You  know,  it  is  one  thing  to  say,  you  cannot  do  it  any  more;  it 
is  another  thing  to  say,  you  did  this  for  the  last  three  years. 
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Ms.  DeParle.  I  understand  your  concern  and,  of  course,  I  am  not 
representing  the  Department  of  Justice.  They  make  their  law  en- 
forcement decisions.  I  can  tell  you  that  one  thing  that  we  are  trying 
to  do  is  to  coordinate  more  closely  with  them  and  with  the  Inspec- 
tor General  because  their  work  as  partners  in  our  efforts  to  prevent 
and  stop  health  care  fraud,  waste  and  abuse  is  very  important  and 
we  value  their  work. 

Mrs.  Northup.  Yes. 

Ms.  DeParle.  But  we  want  to  work  more  closely  with  them  so 
that  they  are  targeting  the  things  that  we  think  are  really  the  big- 
gest problems  for  our  programs.  And  I  can  tell  you  that  from  our 
perspective  and  certainly  from  the  Secretary's  perspective,  we  want 
our  rules  to  be  fair,  and  we  want  them  to  be  fairly  applied.  We 
want  to  be  fair  with  the  providers,  and  we  expect  them  to  be  fair 
with  us.  We  are  not  looking  for  inadvertent  mistakes  or  honest  er- 
rors, for  someone  to  be  persecuted  because  of  that.  We  want  things 
to  be  clear  and  fair,  and  certainly  in  the  cases  that  have  been 
brought  to  our  attention  where  that  has  been  the  case,  we  have 
pointed  that  out  to  our  colleagues  at  Justice. 

DOJ  PROGRAM  INTEGRITY  ACTIONS 

Mrs.  Northup.  But  it  does  not  seem  to  get  any  response.  I  mean, 
I  think  their  only  complaint  against  HCFA  is  that  they  are  now 
being  held  responsible  for  mistakes  that  were  made  by  HCFA,  but 
I  think  they  feel  like  you  all  have  stepped  forward  pretty  fairly  and 
said,  Yes,  this  was  a  mistake. 

The  problem  is  the  Department  of  Justice  does  not  care.  They 
pursue  the  legal  action — and  it  is  substantial.  How  many  hospitals 
are  there  in  the  United  States — 5,000? 

Ms.  DeParle.  More  than  that,  but  yes. 

Mrs.  Northup.  I  mean,  right  now,  a  high  percentage  of  those 
hospitals  already  have  been  contacted,  and  they  expect  it  to  be 
every  hospital. 

Also,  the  Department  of  Justice  Secretary  Janet  Reno  said,  If  you 
self  report,  we  will  not  charge  out  the  double  and  triple  overbid. 
However,  when  the  hospitals  have  done  that,  Justice  has  done  a 
wall-to-wall  audit  of  every  book,  and  to  anything  they  found  that 
was  incorrect,  they  apply  the  highest  penalties.  And  I  guess  I 
should  ask  do  you  all  sit  down  and  talk  about  this  together?  Maybe 
that  is  too  casual. 

Ms.  DeParle.  Well,  we  actually  are,  and  I  do  not  think  that  is 
too  much  to  ask.  At  my  level,  the  Inspector  General,  the  Deputy 
Assistant  Attorney  General  who  is  responsible  for  this,  and  Eric 
Holder,  the  Deputy  Attorney  General — we  are  meeting  on  a  regular 
basis  to  talk  about  the  bigger  picture  and  what  the  areas  are  that 
we  should  be  focusing  on.  And  through  those  discussions — and  your 
concerns  are  some  of  the  kinds  of  things  we  talk  about — through 
those  discussions,  I  hope  this  can  be  a  smoother  operation  that  will 
reflect  what  I  think  Congress  wants,  which  is  to  make  sure  we  are 
doing  our  job  to  protect  these  programs,  but  at  the  same  time  not 
doing  so  in  an  unfair  fashion. 

When  I  talk  to  the  folks  at  Justice  about  those  kinds  of  situa- 
tions, what  they  say  to  me  is  that  if  the  intermediaries  have  not 
been  clear,  that  that  is  something  they  will  take  into  account  as 


290 


they  proceed  with  making  decisions  about  a  particular  law  enforce- 
ment action.  And  I  would  suggest  that  you  talk  to  them  as  well 
about  this. 

PROVIDER  AUDIT  CASES 

Mrs.  Northup.  Are  you  under  any  sort  of  understanding  that — 
first  of  all,  I  do  not  know  how  the  Department  of  Justice  becomes 
involved,  and  whether  you  refer  a  case.  Yesterday,  I  understood 
that  HHS  actually  refers  the  case  to  them. 

Ms.  DeParle.  What  we  are  trying  to  do  is  to  put  the  rules  out 
and  to  audit  claims  and  to  make  sure  we  are  paying  for  things  we 
are  supposed  to  pay  for  and  are  not  paying  for  things  we  should 
not  be  paying  for.  If  we  have  a  case,  though,  where  it  appears  there 
has  been  a  pattern,  or  it  is  more  than  just  a  minor  thing,  then  we 
refer  those  kinds  of  things  to  the  Inspector  General.  They  inves- 
tigate them  to  see  whether  there  is  anything  to  it  more  than  just 
an  honest  mistake,  and  then  they  in  turn  could  make  a  referral  to 
the  U.S.  Attorney's  Office,  which  actually  does  these  prosecutions. 
That  is  how  it  works. 

Mrs.  Northup.  In  trying  to  understand  the  culture  of  this,  would 
you  say  that  for  a  number  of  years,  firms  sort  of  helped  hospitals 
maximize  and  that  now  the  understanding  that  you  have  to  be  self- 
controlling  is  taking  hold — that  the  challenges  are  paying  for  the 
sins  of  the  past? 

Ms.  DeParle.  There  was  an  article  in  the  Wall  Street  Journal 
about  this  a  few  weeks  ago,  and  it  said  it  all,  because  it  featured 
a  guy  who  had  made  his  career  out  of  running  what  he  called 
"Medicare  maximization"  seminars  around  the  country  that  had 
dollar  signs  all  over  them  and  attracted  hospitals  folks  in.  And  now 
he  bills  himself  as  a  compliance  person  to  protect  them  from  get- 
ting in  trouble. 

I  think  we  have  moved  from  a  situation  that  was  rather  more 
fluid  to  one  where  we  now  have  zero  tolerance.  Why  is  that?  It  is 
because  of  the  need  to  manage  these  programs  more  efficiently.  But 
it  is  difficult  when  you  are  caught  in  that  transition. 

Mrs.  Northup.  Well,  especially  if  there  was  actually  within 
HCFA  somebody  that  was  giving  their  blessing  to  this.  I  do  not 
know  whether  you  all  can  train  your  compliance  officers  more  or 
whether  you  can  assume  more  of  the  responsibility,  or  when  there 
is  evidence  that  compliance  officers  or  managers  approved  it,  but 
I  think  that  is  a  real  problem  of  fairness,  and  the  Department  of 
Justice  seems  to  be  keeping  score  about  how  many  people — they 
may  take  it  into  consideration  by  offering  an  agreement,  but  it  has 
not  cost  you. 

Ms.  DeParle.  We  need  to  do  a  better  job  of  making  sure  that  our 
intermediaries  understand  the  policy  and  that  they  in  turn  convey 
that  policy  to  the  hospitals  fairly,  and  certainly,  if  it  is  brought  to 
my  attention  that  there  is  a  case  where  that  was  unfairly  handled, 
I  would  certainly  make  that  argument.  But  as  you  understand,  and 
as  I  think  the  Secretary  said,  we  are  not  the  law  enforcement  offi- 
cials. 

Mr.  Porter.  Thank  you,  Mrs.  Northup. 
Mr.  Bonilla? 

Mr.  Bonilla.  Thank  you,  Mr.  Chairman. 
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Good  afternoon,  Ms.  DeParle.  How  are  you? 
Ms.  DeParle.  Just  fine,  thanks. 

FALSE  CLAIMS  ACT 

Mr.  Bonilla.  Just  for  the  record,  I  want  to  follow  up  on  what 
Ms.  Northup  brought  up  about  billing  disputes  under  the  False 
Claims  Act.  This  has  been  a  big  problem  for  a  lot  of  hospitals  in 
Texas,  and  Secretary  Shalala  was  kind  enough  to  respond  to  a  let- 
ter with  some  questions  I  had  about  this  problem  just  this  week. 
Unfortunately,  I  did  not  get  a  lot  of  the  answers  I  wanted  to  hear, 
because  the  Secretary  referenced  that  it  was  a  Department  of  Jus- 
tice decision.  Nonetheless,  it  is  hurting  a  lot  of  small  hospitals  that 
can  barely  make  ends  meet  as  it  is. 

I  do  not  think  anyone  in  the  administration  wants  to  put  any 
greater  burden  on  their  backs  than  currently  exists  out  there,  and 
that  is  my  concern.  I  just  wanted  to  raise  that  and  ask  that  you 
respond  to  some  questions  I  will  submit  for  the  record. 

MEDICARE +CHOICE 

I  would  like  to  move  now,  if  I  could,  to  what  I  call  the  "Medicare 
tax,"  the  $95  million  in  user  fees  to  disseminate  new  information 
to  users,  specifically  a  tax  on  those  who  choose  to  use  managed 
care  programs. 

There  was  a  great  dispute  about  how  much  money  should  be 
spent  on  that  last  year,  as  you  recall.  We  got  the  figure  down  to 
about  $95  million.  It  was  up  in  the  neighborhood  of  $150  million 
that  was  proposed  initially,  if  I  am  not  mistaken. 

Ms.  DeParle.  $200  million. 

Mr.  Bonilla.  $200  million.  And  I  think  we  had  initially  gotten 
it  down  to  about  $150  million  and  then  lower.  So  we  are  glad  that 
we  have  at  least  made  progress  in  that  area,  because  in  my  view, 
it  does  impose  an  unneeded  burden  on  those  who  are  using  the 
Medicare  program  through  managed  care. 

My  first  question  is  this.  Although  HCFA  currently  conducts  nu- 
merous beneficiary  education  and  information  dissemination  activi- 
ties, it  has  not  elaborated  on  its  plan  to  use  existing  infrastructure 
in  meeting  the  Balanced  Budget  Act  requirements  for  this  edu- 
cation and  information  campaign.  This  Subcommittee  encouraged 
HCFA  to  use  a  toll-free  number  and  the  Internet  to  provide  infor- 
mation to  beneficiaries.  We  all  know  there  is  a  propensity  among 
older  Americans  not  to  use  computers  at  a  higher  rate  than  some 
other  age  groups. 

My  question  is  will  HCFA  use  some  of  its  existing  toll-free  lines 
to  offset  the  costs  of  its  beneficiary  information  and  education  cam- 
paign? 

Ms.  DeParle.  We  intend  to  set  up  a  toll-free  line,  Mr.  Bonilla, 
but  not  to  use  our  existing  toll-free  lines.  What  I  would  like  to  do 
is  provide  you  with  a  more  detailed  briefing  about  this,  because  I 
will  not  be  able  to  do  it  justice  this  afternoon.  But  basically,  the 
kinds  of  toll-free  lines  that  we  have  are  toll-free  lines  to  our  inter- 
mediaries and  carriers  for  beneficiaries  to  call  in  their  local  areas 
to  get  answers  to  things.  Those  people  are  paying  fee-for-service 
claims,  and  they  would  not  be  in  a  position  to  provide  answers  to 
questions  about  the  managed  care  plans.  So  that  for  that,  we  are 
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looking  at  a  different  kind  of  system,  and  we  are  close  to  having 
a  plan  and  actually  wanted  to  get  up  here  soon  to  brief  the  staff 
of  this  committee,  so  I  would  like  to  provide  you  with  a  briefing  on 
what  our  plans  are  there. 

But  as  to  whether  we  intend  to  use  existing  infrastructure,  we 
certainly  do,  and  in  fact,  back  at  my  desk  is  a  list  of  calls  that  my 
staff  wants  me  to  make  that  I  have  not  gotten  to  yet,  to  all  kinds 
of  groups,  groups  like  AARP,  disease  groups,  church  groups,  all 
sorts  of  outside  groups  that  we  hope  will  disseminate  this  informa- 
tion in  their  newsletters  and  in  their  forms  of  media  and  on  their 
computer  web  pages. 

We  are  also  going  to  have  a  Medicare  web  page  that  we  will  be 
launching  this  month — we  are  now  into  March — that  will  have 
comparison  information  on  it  about  the  Medicare  plans.  That  is 
something  we  are  already  in  the  midst  of  setting  up,  and  that  is 
part  of  our  existing  infrastructure. 

We  are  going  to  have  to  build  on  these  outside  things  and  other 
things  because  we  will  not  have  the  resources  to  do  everything 
within  the  $95  million.  Just  to  send  a  postcard  out  to  all  of  our  38 
million  beneficiaries  with  the  new  preventive  benefits  that  you  all 
enacted  last  summer  would  be  very  costly  when  I  first  got  here,  I 
thought,  we  ought  to  send  out  postcards  to  all  the  beneficiaries, 
telling  them  about  the  mammograms  and  the  pap  smears  and  all 
that.  That  was  going  to  cost  $11  to  $12  million  to  do  that,  so  we 
did  not  do  that. 

Mr.  Bonilla.  Is  that  a  First  Class  rate,  or  is  that  a  bulk  rate? 

Ms.  DeParle.  It's  a  bulk  rate,  and  again,  I  can  give  you  the  de- 
tails. I  had  the  same  reaction  you  did — how  could  it  possibly  be 
that  much.  It  is  expensive. 

All  that  is  to  say  that  we  heard  the  committee  last  summer  and 
your  views  about  how  we  should  use  this  money,  and  I  think  you 
and  I  may  disagree  about  the  importance  of  informing  beneficiaries 
about  the  new  managed  care  plans.  I  think  it  is  a  very  good  thing 
for  our  beneficiaries  and  for  the  program  and  that  we  do  need  to 
do  a  very  solid  job  of  informing  them;  but  we  are  not  going  to  be 
doing  a  Cadillac  here,  I  can  tell  you  that,  because  we  will  not  have 
the  resources. 

Mr.  Bonilla.  My  only  concern  at  the  beginning  is  not  whether 
or  not  people  should  be  informed — sure,  they  should  be  informed — 
it  was  about  the  astronomical  figure  that  we  started  out  with — and 
I  appreciate  your  refreshing  my  memory — of  $200  million. 

Ms.  DeParle.  It  was  $200  million,  and  we  are  doing  it  within 
$95  million.  What  that  means  is  that  you  gave  us  last  year  a 
prioritization  of  the  things  you  thought  we  ought  to  do  with  the 
money,  and  one  issue  was  whether  we  should  do  health  fairs  in  cer- 
tain places  around  the  country.  I  think  that  was  the  last  thing  on 
your  list.  So,  in  deciding  how  to  spend  this  money,  we  are  going 
to  bear  that  in  mind,  because  we  only  have  a  limited  amount.  And 
I  think  it  is  fair  to  say  that  we  have  to  be  accountable  for  that. 

Mr.  Bonilla.  I  was  concerned  because  at  some  point,  you  can 
only  do  so  much  to  teach  a  person  something. 

Ms.  DeParle.  Oh,  I  agree. 

Mr.  Bonilla.  And  with  direct  mail,  as  you  were  discussing  ear- 
lier, it  is  very  effective — that  is  one  of  the  most  effective  ways  to 
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get  anyone,  and  if  they  are  concerned  about  health  care,  they  are 
going  to  read  it.  And  if  you  sent  them  three  postcards,  you  would 
still  be  under  the  budget  that  you  have  here.  So  I  appreciate  the 
use  of  the  Internet  and  the  phone  lines,  but  my  concern  initially 
was  just  to  make  it  an  efficient  information  dissemination  and  not 
just  to  roll  out  a  $200  million  program  without  any  accountability. 

Ms.  DeParle.  I  hear  you.  I  think  the  constraint  that  you  placed 
on  us  through  the  amount  that  you  appropriated  will  guarantee 
that  it  will  be  done  in  an  efficient  way.  But  also,  I  do  not  think 
any  of  us  know  what  is  the  best  way  to  communicate,  and  it  may 
differ  in  different  parts  of  the  country;  in  different  cultural  groups, 
there  may  be  different  ways  of  doing  it.  And  one  thing  that  I  have 
talked  with  the  staff  up  here  about  is  that  we  may  want  to  try 
some  different  things  in  different  parts  of  the  country.  There  may 
be  some  places — in  Mr.  Porter's  district,  maybe  a  health  fair  would 
be  great,  and  people  would  really  like  that  and  would  really  benefit 
from  it;  maybe  in  your  district,  it  would  be  different.  And  if  we  can 
within  the  constraints  of  the  dollars,  by  using  local  resources  and 
local  alliances  and  infrastructures,  I  would  like  to  try  some  dif- 
ferent things,  too.  Then  we  can  give  you  more  feedback  about  this 
works,  this  does  not  work,  this  is  worth  spending  money  on  or  it 
is  not.  That  is  how  I  would  like  to  do  it. 

TOLL-FREE  INQUIRY  LINES 

Mr.  Bonilla.  I  am  going  to  run  out  of  time  soon,  and  I  have  a 
couple  more  specific  questions  that  I  want  to  ask. 

Several  health  plans  that  operate  toll-free  lines  to  field  pre-  and 
post-enrollment  questions  reported  a  $5.50  or  less  per-call  esti- 
mate. That  includes  the  phone  call  itself,  training,  staffing  and 
overhead.  How  does  this  estimate  compare  with  HCFA's  per-call  es- 
timate for  the  proposed  new  toll-free  call  centers? 

Ms.  DeParle.  I  think  that  is  probably  a  little  more  than  half  of 
what  we  estimate,  and  I  think  the  information  you  are  talking 
about  might  have  been  from  Pacific  Care,  and  I  did  take  a  look  at 
that. 

As  I  said,  maybe  we  should  do  a  separate  briefing  on  this,  be- 
cause it  is  complicated.  But  we  think  the  kinds  of  calls  we  are 
going  to  get  will  be  different  from  the  ones  that  these  managed 
care  plans  get.  From  my  experiences — and  I  imagine  you  have 
them,  too — talk  about  seniors,  when  they  call  in,  and  they  want 
more  general  information  about  what  does  it  mean  if  I  go  with  one 
plan  versus  another.  I  do  not  think  it  is  going  to  be  just  "Is  podia- 
try covered  in  your  plan?"  It  seems  like  the  health  plans  that  get 
calls,  they  seem  to  be  more  limited  to  that  kind  of  question  as  op- 
posed to  "Should  I  go  on  a  managed  care  plan  at  all?" 

So  we  do  not  know,  and  we  are  going  to  find  out.  We  are  going 
to  find  out  when  we  set  this  up,  and  we  will  be  able  to  give  you 
more  exact  details,  but  I  think  our  estimates  are  that  it  would  be 
more  like  $9  per  call,  and  we  are  going  to  have  to  find  that  out. 

Mr.  Bonilla.  Okay.  I  have  a  handful  of  other  questions,  but  the 
bell  has  run  on  me,  so  I  cannot  continue.  But  if  I  send  those  to  you, 
would  you  get  an  answer  to  me  as  quickly  as  you  can? 
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Ms.  DeParle.  I  certainly  will.  Now  that  I  know  you  are  inter- 
ested in  and  knowledgeable  about  this,  I  would  be  happy  to  spend 
some  time  talking  to  you  about  it. 

Mr.  Bonilla.  Thank  you. 

Mr.  Porter.  Thank  you,  Mr.  Bonilla. 

Ms.  DeParle,  we  have  the  Agency  for  Health  Care  Policy  and  Re- 
search (AHCPR)  to  also  consider  in  this  afternoon's  hearing.  The 
Chair  would  tell  Members  that  I  have  a  meeting  that  I  must  attend 
with  the  Speaker  along  with  other  subcommittee  chairmen  at  4 
o'clock,  but  whoever  would  like  to  stay  and  chair  can  do  so. 

I  would  like  to  beg  the  indulgence  of  the  subcommittee  to  ask 
Ms.  DeParle  several  more  questions,  and  then  we  will  hear  from 
AHCPR. 

PROPOSED  SUPPLEMENTAL  APPROPRIATION 

We  received  a  supplemental  package  yesterday,  and  as  you 
know,  it  contains  $16  million  for  HCFA  to  support  oversight  and 
enforcement  activities  of  the  Health  Insurance  Portability  and  Ac- 
countability Act.  You  propose  to  pay  for  this  increase  with  a  limita- 
tion to  Peer  Review  Organizations  which  is  mandatory.  Have  you 
been  in  contact  with  the  authorizers  and  do  they  support  this  off- 
set? 

Ms.  DeParle.  I  have  not  been  in  contact  with  the  authorizers 
yet,  Mr.  Chairman,  and  I  will  do  so  and  get  back  to  you  about  that. 
It  seemed  to  be  the  best  and  most  appropriate  place  to  suggest  an 
offset  to  us,  but  I  will  get  back  to  you  about  that. 

Mr.  Porter.  All  right,  thank  you. 

There  are  companies  that  reaudit  or  recycle  processed  claims 
which  were  previously  processed  electronically.  They  have  discov- 
ered significant  errors  and  incorrect  billings,  which  apparently  re- 
sulted in  recoveries  of  millions  of  dollars.  This  type  of  private  sec- 
tor company  is  then  reimbursed  a  portion  of  the  recovered  overpay- 
ments as  their  fee  for  their  work.  Have  you  considered  employing 
private  sector  contractors  to  assist  not  only  in  identifying  fraudu- 
lent claims,  but  also  claims  which  have  errors? 

Ms.  DeParle.  When  I  was  at  OMB,  I  did  meet  with  some  compa- 
nies about  that  idea,  and  I  thought  it  had  some  appeal.  At  the 
time,  I  was  told  that  we  could  not  do  it  because  we  were  limited 
under  the  Medicare  statutes  and  the  kinds  of  contracts  that  we 
could  contract  with. 

Under  HIPAA,  however,  there  has  been  an  expansion  where  we 
can  now  use  other  kinds  of  private  sector  contractors  other  than 
just  the  Blue  Cross/Blue  Shield  insurance  company  types  of  con- 
tractors. So  perhaps  that  is  an  angle  that  we  could  look  at,  and  I 
would  be  happy  to  explore  it  and  get  back  to  the  chairman. 

Mr.  Porter.  It  seems  to  me  that  with  some  oversight,  you  could 
probably  save  a  lot  of  money  and  it  would  not  cost  anything. 

Ms.  DeParle.  It  does  not  sound  like  we  have  much  to  lose,  yes. 

Mr.  Porter.  Another  Balanced  Budget  Act  authorization  issue 
that  was  brought  to  my  attention  deals  with  the  Medicare  Interim 
Payment  System  for  home  health  care.  Some  concern  is  being 
raised  that  this  provision  will  force  many  elderly  into  more  costly 
long-term  care  facilities  and  take  away  their  choice  to  stay  with 
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their  families  and  communities.  Are  you  aware  of  these  concerns 
and  how  do  you  respond  to  them? 

Ms.  DeParle.  Well,  second  only  to  the  number  of  community 
health  centers  I  have  met  with  are  home  health  companies  around 
the  country,  and  I  am  aware  of  that.  Again,  just  to  put  it  in  con- 
text, as  I  am  sure  the  chairman  knows,  home  health  was  an  area 
where  we  were  growing  30,  40  percent  a  year  for  the  last  6  or  7 
years,  until  we  are  spending  $17  billion  a  year. 

There  have  been  a  lot  of  concerns  both  in  the  administration  and 
in  Congress  about  fraud,  waste  and  abuse  in  this  area,  based  on 
our  Operation  Restore  Trust.  So  what  we  did  this  past  summer  was 
work  with  Congress  on  a  number  of  provisions.  The  thing  that  ev- 
erybody agrees  on  is  that  we  need  to  move  to  prospective  payment, 
because  the  way  we  have  been  paying  home  health  companies  gives 
them  no  incentive  to  be  efficient. 

We  are  moving  to  prospective  payment.  Everyone  agrees  with 
that,  including  the  industry.  But  we  are  in  a  place  right  now  where 
we  are  doing  an  interim  payment  system  that  essentially  starts  to 
move  to  prospective  payment  and  starts  to  reduce  payment  on  a 
per-beneficiary  aggregate  basis.  What  that  should  mean  is  that  the 
company  gets  a  payment  that  is  big  enough  on  average  to  cover  ev- 
erybody that  they  have  in  their  caseload,  but  it  certainly  is  a  reduc- 
tion for  many  of  these  companies,  and  that  is  what  we  are  hearing. 

We  want  to  continue  to  monitor  the  situation,  and  as  I  said,  just 
Monday,  I  was  out  with  Chairman  Barton  down  in  Texas  where  I 
met  with  a  number  of  home  health  companies.  We  will  continue  to 
monitor  and  report  to  the  Congress  if  it  turns  out  that  there  are 
problems. 

We  do  believe,  though,  that  the  payments  are  fair  and  that  an 
efficient  company  ought  to  be  able  to  continue  to  provide  the  kind 
of  service  they  have  been  providing,  and  that  it  should  not  result 
in  the  horror  stories  that  some  of  them  are  offering. 

Mr.  Porter.  Thank  you. 

Ms.  Lowey,  do  you  have  additional  questions? 

Ms.  Lowey.  I  will  pass,  Mr.  Chairman.  Thank  you. 

Mr.  Porter.  Mrs.  Northup? 

Mrs.  Northup.  Just  briefly,  I  think  the  chairman  brought  up  the 
reimbursement  for  the  processing  companies  like  Blue  Crosses. 
This  suggestion  about  going  to  a  private  contractor  seems  to  me  to 
then  rule  out  the  opportunity  that  Blue  Cross  and  Blue  Shield  that 
they  are  the  processor  to  participate,  because  maybe  that  would  not 
be  authorized. 

The  question  I  have  is  in  the  bill  that  was  passed,  it  is  true  that 
the  authorizing  committee  required  processing  companies  to  meet 
fraud,  abuse  requirement,  but  the  appropriations  process  is  going 
to  appropriate  some  money  for  the  actual  administration  of  that, 
and  that  the  administration  money  did  not  go  up,  while  the  re- 
quirements by  the  authorizing  committee  for  what  they  do  in  terms 
of  processing  and  checking  for  fraud  and  abuse  did  go  up? 

Ms.  DeParle.  Well,  it  certainly  is  the  case  that  the  number  of 
claims  that  come  through  Medicare  review  has  gone  up  quite  a  bit, 
and  that  our  funding  both  to  pay  claims  through  the  contractor 
budget  and  also,  until  recently  with  the  Medicare  Integrity  Pro- 
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gram,  to  audit  and  to  look  at  the  claims,  did  not  go  up,  so  that  is 
the  case. 

When  I  was  talking  about  the  need  for  contractor  reform,  what 
we  would  like  is  to  get  to  a  place  where  there  would  be  more  com- 
petition both  on  the  side  of  who  pays  our  claims  for  us  and  also 
who  reviews  the  claims  and  does  the  audits.  And  with  the  HIPAA 
bill,  we  were  given  the  opportunity  to  do  more  bidding  and  to  get 
more  competitive  on  who  monitors  and  who  audits  our  claims,  but 
under  the  law,  we  have  not  been  able  to  change  the  fact  that  we 
have  to  deal  with  certain  types  of  companies  that  are  insurance 
companies  to  pay  claims. 

We  have  a  bill  that  is  back  up  here  again,  I  think,  this  year  for 
contractor  reform  to  allow  us  to  use  a  broader  group  of  companies. 

Mrs.  Northup.  But  besides  doing  that,  doesn't  it  make  sense  to 
take  out  the  administrative  cost  from  the  appropriations  process  for 
the  processing  of  fraud  and  to  actually  do  exactly  what  the  chair- 
man suggested,  and  that  is  provide  a  portion  of  what  is  recovered 
back  to  whomever  processes  it,  whether  it  is  a  Blue  Cross/Blue 
Shield — whether  you  have  your  processor  doing  the  fraud  and 
abuse  or  whether  you  have  another  company  doing  it,  if  both  of 
them  do  not  have  the  same  incentive  to  check,  you  are  going  to 
have  the  same  problem. 

Ms.  DeParle.  There  are  those  who  argue  that,  and  I  see  what 
you  are  saying.  Right  now,  we  pay  on  a  cost-plus  basis  for  just 
processing  the  claims.  Your  argument  would  be  that  if  they  got  an 
incentive  for  being  more  careful  and  for  paying  more  correctly, 
then  

Mrs.  Northup.  Exactly  what  he  suggested,  but  make  that  avail- 
able to  everybody.  And  that  would  take  a  change  in  the  law,  but 
I  just  wanted  to  follow  up  on  that. 

Ms.  DeParle.  Yes;  I  see  what  you  are  saying.  Thanks. 

Mrs.  Northup.  Mr.  Chairman,  thank  you. 

erythropoietin 

Mr.  Porter.  I  have  one  final  question — actually  I  have  many 
more  questions,  but  we  do  not  have  time  for  them.  I  sent  a  letter 
to  Secretary  Shalala  back  in  September  asking  the  Department  to 
proceed  carefully  in  implementing  any  final  program  memorandum 
that  would  change  the  way  HCFA  reimburses  for  the  use  of  the 
drug  erythropoietin  in  end-stage  renal  disease. 

There  have  been  concerns  raised  by  numerous  groups  over  this 
change.  I  received  a  response  back  just  last  week  from  the  Sec- 
retary. She  stated  that  you  were  monitoring  the  effect  of  this  policy 
change  and  would  take  appropriate  steps  once  you  reviewed  the  re- 
sults of  this  monitoring  effort.  The  change  took  effect  on  September 
1,  1997,  six  months  ago.  When  will  you  have  the  results  on  your 
monitoring  efforts? 

Ms.  DeParle.  Soon.  I  have  been  looking  at  this,  and  I  have  got- 
ten letters  from  both  sides  of  the  aisle  and  all  over  the  country 
from  Members,  and  I  am  concerned  about  it. 

If  the  earlier  policy  was  done  too  quickly,  I  do  not  want  to  make 
the  same  mistake  here,  so  I  have  talked  to  my  staff  once,  and  I 
want  to  do  so  again,  and  I  would  be  happy  to  let  you  know  when 


297 


I  am  in  a  position  to  make  a  decision,  which  I  hope  will  be  very 
soon. 

Mr.  Porter.  Ms.  DeParle,  how  many  of  these  people  here  work 
for  you? 

Ms.  DeParle.  Four,  it  looks  like. 

Mr.  Porter.  Oh.  I  thought  all  of  them  did. 

Ms.  DeParle.  I  am  just  happy  they  are  all  interested  in  our 
budget. 

Mr.  Porter.  Yes.  We  really  appreciate  your  very  candid  answers 
to  our  questions  and  your  good  testimony  and  the  fine  job  you  are 
doing  at  HCFA.  We  know  it  is  a  very,  very  tough  job,  and  we  are 
going  to  work  very  closely  with  you  to  give  you  the  resources  you 
need  to  do  it. 

Ms.  DeParle.  Thank  you,  Mr.  Chairman.  I  appreciate  the  time. 
Mr.  Porter.  Thank  you. 

The  subcommittee  will  stand  in  recess  for  3  minutes. 
[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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IMPLEMENTATION  OF  GPRA 

Mr.  Porter:  GAO  has  reported  that  while  HHS  has  made  significant  progress  on 
implementation  of  the  Government  Performance  and  Results  Act,  they  have  some 
difficult  problems  to  address.  Can  you  tell  us  how  you  assess  your  agency's 
implementation  of  the  Act  so  far?  Are  you  satisfied  with  what  you  have  done  thus  far? 

Ms.  DeParle:  Overall,  I  am  pleased  with  HCFA's  implementation  of  the  Government 
Performance  and  Results  Act  (GPRA),  much  of  which  took  place  before  I  became  the 
HCFA  Administrator.  The  Act  requires  HCFA  to  prepare  an  Annual  Performance  Plan, 
the  first  of  which  was  submitted  with  the  FY  1999  budget  to  the  Congress  in  February. 
Our  performance  plan  includes  twenty-two  significant  performance  goals  for  HCFA 
programs,  which  are  broadly  representative  of  the  entire  range  of  HCFA  activities.  Our 
performance  goals  reflect  a  sensitivity  to  customer  needs  and  a  sensitivity  to  HCFA's  role 
as  steward  of  many  billions  of  taxpayer  dollars.  While  a  Strategic  Plan  is  not  required  at 
the  OPDIV  level,  HCFA  has  invested  the  time  and  effort  to  produce  and  refine  over 
several  years  a  set  of  strategic  goals  and  objectives  which  align  with  the  Strategic  Plan  of 
the  Department  of  HHS. 

HCFA's  FY  1999  performance  plan  includes  all  the  elements  set  out  in  statute  and  in 
OMB  guidelines.  Consistent  with  OMB's  directive  to  minimize  data  collection  burden, 
HCFA  has  identified  goals  that  do  not  require  new  information  collection  efforts  beyond 
those  already  in  place  or  scheduled  to  begin  soon.  Our  performance  plan  contains  22 
performance  goals,  most  of  which  are  outcome  oriented,  and  all  of  which  are  key 
indicators  of  this  agency's  performance.  At  the  same  time,  HCFA  received  a  waiver  from 
OMB  for  Medicaid  performance  goals  to  allow  us  time  to  negotiate  with  States  on  the 
design  of  a  Medicaid  performance  goal.  HCFA  is  currently  consulting  with  its  State 
partners  on  Medicaid  performance  goals,  where  the  availability  of  data  to  support 
measurement  will  be  a  major  challenge.  HCFA's  annual  performance  plan  has  generally 
been  well-received  by  the  oversight  bodies  reviewing  it,  including  the  OMB  and  HHS 
staff. 

We  will  shortly  be  posting  a  summary  of  HCFA's  annual  performance  plan  on  the 
HCFA  Home  Page  so  that  beneficiaries  and  the  public  will  have  an  opportunity  to  read  it 
and  comment  on  it  if  they  like. 

Mr.  Porter:  Is  it  your  belief  that  GPRA  will  produce  significant  changes  in  the  way 
your  agency  goes  about  its  business? 

Ms.  DeParle:  Overall,  GPRA  will  have  a  positive  effect  on  the  way  HCFA  plans  for 
the  future,  examines  its  resources,  and  prioritizes  its  workloads.  The  requirements 
contained  in  the  Government  Performance  and  Results  Act  will  assist  HCFA  in 
effectively  evaluating  progress  toward  achieving  agency  goals.  The  systematic  feedback 
and  information  generated  from  annual  performance  goals  will  assist  agency 
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policymakers  in  allocating  resources  more  effectively  and  more  appropriately  targeting 
the  quantity  and  nature  of  program  interventions.  HCFA's  Annual  Performance  Plan 
contains  22  performance  goals  which  represent  not  only  the  major  priorities  of  the  agency 
from  a  strategic  perspective,  but  also  major  ongoing  day-to-day  business  activities  as 
reflected  in  the  agency  budget.  Included  in  the  22  performance  goals  are  "special 
efforts,"  such  as  the  year  2000  conversion,  as  well  as  the  ongoing  regular  work  of  the 
agency,  such  as  reducing  improper  payments  made  under  Medicare  fee-for-service,  and 
improving  beneficiary  satisfaction  with  health  care  and  customer  service.  Having  a 
representative  mix  of  program  activities  in  the  performance  plan  will  assist  the  agency  in 
managing  the  resources,  tasks,  and  abilities  required  to  accomplish  its  major  ongoing  and 
new  responsibilities  in  assuring  health  care  security  for  beneficiaries. 

PRIVATE  SECTOR  MEASUREMENT 

Mr.  Porter:  So  much  of  the  work  of  the  Agency  is  carried  out  through  the  private 
sector.  Do  they  have  the  capacity  to  provide  you  with  the  necessary  information  for 
outcomes  measurements? 

Ms.  DeParle:  HCFA  accomplishes  its  mission  by  working  with  and  through 
others-never  in  isolation.  HCFA  employees,  HCFA  agents  and  partners  (Medicare 
contractors,  State  Medicaid  Agency  staff,  State  surveyors,  and  Peer  Review 
Organizations),  providers  of  care  (hospitals,  physicians,  health  plans,  clinical  laboratories, 
etc.)  beneficiary  and  consumer  organizations,  accrediting  bodies,  researchers,  and  others 
work  together  to  help  ensure  that  73  million  beneficiaries  have  access  to  high  quality 
care.  HCFA's  ability  to  accomplish  many  of  its  performance  goals  is  intricately  related 
to  and  in  many  instances  dependent  upon  the  performance  of  different  components  in  this 
complex  network,  including  private  sector  organizations.  For  example,  HCFA's  annual 
performance  plan  contains  several  goals  which  rely  on  HCFA's  contractors  to  submit  data 
and  information  in  automated  data  processing  systems  as  well  as  supplemental  qualitative 
information  in  some  cases.  While  working  with  partners  in  the  private  sector  in  some 
instances  complicates  the  procurement  of  data  for  performance  measurement,  at  this  time 
we  anticipate  no  major  obstacles  to  reporting  on  progress  toward  the  goals. 

HIPAA  FRAUD  AND  ABUSE 

Mr.  Porter:  The  Health  Care  Fraud  and  Abuse  Control  Program  1997  report  issued  in 
January  stated  that  almost  $1.1  billion  was  collected  in  1997,  but  that  some  of  the 
collections  are  attributable  to  actions  from  priors  years.  How  do  you  know  the  true 
impact  of  the  new  HIPAA  fraud  and  abuse  program? 

Ms.  DeParle:  These  figures  represent  activities  by  the  Office  of  Inspector  General 
and  the  Department  of  Justice.  I  would  defer  to  these  agencies  to  answer  that  question. 
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Mr.  Porter:  The  Act  mandates  the  establishment  of  a  national  health  care  fraud  and 
abuse  data  collection  program.  Will  this  program  provide  better  accounting  of 
assessments  and  collections  resulting  from  HIPAA  fraud  and  abuse  activities? 

Ms.  DeParle:  Section  221  enacted  the  Health  Care  Fraud  and  Abuse  Data  Collection 
program.  The  Health  Resources  and  Services  Administration  is  responsible  for  the 
development  of  the  adverse  action  database.  This  database  will  help  in  providing  better 
accounting  of  assessments.  However,  while  the  statute  mandates  the  reporting  of  adverse 
actions  there  is  no  reporting  of  dollars  that  are  to  be  collected. 

PROVIDER  AUDIT  USER  FEE 

Mr.  Porter:  The  President  has  some  new  legislative  proposals  designed  to  save 
Medicare  at  least  $2.0  billion  over  five  years.  One  of  these  proposals  is  to  double  the 
number  of  audits  conducted  by  assessing  a  fee  to  health  care  providers.  How  many  audits 
do  you  currently  conduct  per  year  and  how  many  do  you  propose  to  conduct  under  this 
new  program? 

Ms.  Deparle:  In  fiscal  year  1997,  our  fiscal  intermediaries  conducted  about  5,000 
audits.  If  we  receive  the  additional  audit  funds  as  proposed  under  this  program,  we 
should  be  able  to  significantly  increase  the  number  of  audits  that  we  are  able  to  perform. 

Mr.  Porter:  What  is  the  fee  being  proposed  to  providers?  Will  it  be  the  same  for  all 
providers? 

Ms.  Deparle:  Every  provider  whose  reimbursement  is  determined  using  the 
reasonable  cost  method  will  be  assessed  a  fee.  The  fee  will  be  based  on  a  sliding  scale, 
ranging  from  about  $3,000  to  $40,000. 

Mr.  Porter:  Are  health  care  providers  likely  to  support  this  fee?  What  has  been  their 
reaction  to  this  proposal? 

Ms.  Deparle:  The  health  care  providers  are  not  happy  with  this  proposal  and  are  likely 
to  fight  us  on  its  implementation.  However,  we  see  this  as  a  fair  way  to  spread  the  cost 
for  those  facilities  paid  on  the  basis  of  cost. 

MILLENNIUM 

Mr.  Porter:  Your  FY  1999  budget  request  includes  $40  million  for  internal  and 
external  costs  associated  with  millennium  compliance  activities.  In  addition,  the 
Medicaid  request  includes  $30  million  for  these  activities.  How  many  different  computer 
systems  do  you  have  operating  at  the  agency  and  how  many  do  you  interface  with  outside 
the  agency? 
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Ms.  DeParle:  HCFA  has  1 1 1  internal  systems  that  operate  at  our  headquarters  data 
center  and  74  systems  that  operate  at  Medicare  contractor  sites.  Many  of  the  internal  and 
all  of  the  external  systems  exchange  data  outside  the  agency. 

Mr.  Porter:  Your  millennium  compliancy  project  began  in  November  1994.  How 
much  have  you  spent  to  date  on  this  project? 

Ms.  DeParle:  The  following  table  provides  this  information: 


(dollars  in  millions) 


FY  1996 

FY  1997 

FY  1998 

FY  1999 

FY  2000 

Total 

Internal 

Systems 

$0.75 

$7.02 

$20.30 

$15.00 

$2.00 

$45.07 

External 
Systems 

$6.00 

$4.30 

$24.70 

$22.50 

TBD 

$57.50 

Total 

$6.75 

$11.32 

$45.00 

$37.50 

$2.00 

$102.57 

We  continue  to  closely  monitor  our  cost  estimates  for  FY  1998,  FY  1999,  and 
FY  2000. 


Mr.  Porter:  Do  you  think  you  have  done  all  that  is  needed  to  be  2000  compliant  or 
are  there  areas  where  you  have  concerns? 

Ms.  DeParle:  We  are  implementing  a  comprehensive  strategy  to  assess,  renovate  and 
test  all  of  HCFA's  mission  critical  internal  and  external  systems.  We  are  striving  to  have 
all  of  these  systems  millennium  compliant  by  December  31,  1998.  This  date  gives  us 
time  and  some  flexibility  to  implement  contingency  plans  like  moving  workload  away 
from  a  non-compliant  carrier  or  intermediary  should  it  prove  necessary.  We  do  have 
concerns  about  some  of  our  Medicare  carriers'  and  intermediaries'  ability  to  renovate,  test 
and  certify  compliancy  by  our  due  date.  Some  have  only  recently  become  fully  aware  of 
the  magnitude  and  scope  of  the  problem  in  spite  of  HCFA's  awareness  initiative  that 
began  as  early  as  1995.  We  are  working  closely  with  them  to  develop  renovation,  testing, 
and  certification  plans  as  well  as  revised  cost  estimates.  We  plan  to  work  with  the 
Department,  OMB  and  the  Congress  to  make  sure  that  contractors  get  the  funds  they  need 
and  that  they  get  them  timely. 

Mr.  Porter:  What  are  you  doing  to  ensure  that  the  many  States  and  local  governments 
and  private  industry  groups  you  operate  through  will  also  be  in  compliance  with  2000 
changes? 
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Ms.  DeParle:  HCFA  has  thousands  of  data  exchanges  with  State  Medicaid  Agencies; 
health  care  providers;  and  other  insurers.  The  exchanges  include  a  wide  variety  of 
activities.  They  include  such  diverse  activities  as  health  care  provider  claims  submission 
and  payment,  coordination  of  benefits  with  State  Medicaid  Agencies  and  other  insurers, 
statistical  and  financial  reporting.  We  have  inventoried  each  of  our  systems  and 
identified  their  data  exchanges  with  external  partners.  All  of  our  Medicare  fiscal 
intermediaries  and  carriers  were  officially  instructed  in  February  to  begin  discussions 
with  their  data  exchange  partners  by  March  1998  and  to  have  negotiated  agreements  with 
each  of  them  by  May  1998. 

Data  exchange  with  States  has  always  been  a  critical  concern  for  us.  HCFA  has 
already  made  all  but  two  of  its  systems'  State  data  exchanges  millennium  compliant  or 
has  agreements  in  place. 

MEDICAID  SAFETY  NET  HOSPITALS 

Mr.  Porter:  There  is  a  growing  concern  about  the  impact  managed  care  is  having  on 
the  health  care  of  the  uninsured.  Urban  hospitals,  clinics,  health  departments,  and  other 
parts  of  the  health  care  system  have  relied  on  Medicaid  income  to  help  them  take  care  of 
the  growing  number  of  uninsured  patients  who  come  in  for  service.  With  more  and  more 
States  requiring  its  Medicaid  patients  to  choose  a  health  maintenance  organization,  many 
of  the  hospitals  and  clinics  that  were  providing  a  safety  net  for  the  uninsured  have  had  to 
close  their  doors  or  turn  patients  away.  Is  this  an  accurate  assessment?  If  it  is,  what  are 
you  doing  to  address  the  problem? 

Ms.  DeParle:  During  the  Fall  of  1997,  a  Health  Resources  and  Services 
Administration  (HRSA)  funded  study  through  the  National  Academy  of  Sciences' 
Institute  of  Medicine  (IOM),  entitled,  "The  Impact  of  Medicaid  Managed  Care  on  the 
Safety  Net,"  was  initiated.  It  is  our  understanding  that  this  study,  is  intended  to  last  one 
year  and  produce  a  final  report  in  early  1999.  In  addition  to  assessing  the  impact  of 
Medicaid  managed  care  on  HRSA-funded  programs,  it  will  examine  a  broader  range  of 
providers,  including  public  hospitals  and  academic  medical  centers.  While  HCFA  has 
not  initiated  a  specific  study  into  this  matter,  it  should  be  noted  that  the  Department,  in 
reaching  resolution  over  matters  involving  the  Balanced  Budget  Act  and  federally 
qualified  health  centers  (FQHCs),  decided  to  initiate  a  Department-wide  study  similar  to 
that  being  undertaken  by  the  IOM.  The  exact  scope  and  nature  of  this  study  has  yet  to  be 
defined  and  the  source(s)  of  funding  associated  with  this  project  have  not  yet  been 
identified. 

In  addition,  HCFA  currently  has  a  number  of  evaluations  underway  to  determine  the 
impacts  of  the  1115  waiver  demonstrations  (an  integral  component  of  which  is  increased 
managed  care)  on  Medicaid  beneficiaries  and  providers;  including  providers  such  as 
FQHCs,  rural  health  centers,  school-based  clinics,  and  other  organizations  that  have 
traditionally  provided  care  to  both  the  Medicaid  and  uninsured  populations. 
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Preliminary  information  from  case  studies  conducted  in  the  "Evaluation  of  Health 
Reform  in  Five  States"  (Contract  No.  500-94-0047)  indicate  that  some  FQHCs  are 
concerned  that  their  ability  to  continue  to  serve  the  remaining  uninsured  population  may 
be  compromised  by  the  lower  payments  they  are  receiving  under  the  demonstrations. 

However,  the  information  we  have  thus  far  is  based  primarily  on  the  self-reported 
financial  status  of  the  providers.  We  will  have  a  more  definitive  assessment  from 
Mathematica  Policy  Research  by  September  1998  when  we  are  due  to  receive  the 
findings  from  analyses  of  the  impact  of  the  demonstrations  in  Hawaii,  Maryland, 
Oklahoma,  Rhode  Island,  and  Tennessee  on  FQHCs,  hospitals  that  have  been  safety  net 
providers,  and  public  health  departments.  That  report  will  use  data  from  the  Bureau  of 
Primary  Health  and  the  American  Hospital  Association  to  look  at  both  the  financial 
impact  of  the  demonstrations  on  safety  net  providers  as  well  as  the  extent  to  which  the 
demonstrations  have  had  an  impact  on  the  quantity  of  services  being  delivered  to  the 
uninsured  by  these  providers.  Over  the  next  few  years,  other  similar  assessments  of  the 
impacts  of  managed  care  on  safety  net  providers  in  other  States  will  come  from  the  other 
evaluations  underway. 

LUNG  VOLUME  REDUCTION  SURGERY 

Mr.  Porter:  As  you  are  well  aware,  the  Agency  for  Health  Care  Policy  and  Research 
completed  a  technology  assessment  on  lung  volume  reduction  surgery  two  years  ago. 
This  report  was  cited  in  support  of  broadening  the  scope  of  the  clinical  trial  NIH  was 
conducting  on  this  surgery  for  your  agency,  but  the  NIH  opposed  broadening  the  trial.  At 
the  time  of  last  year's  hearing  you  had  hoped  to  have  the  clinical  study  protocol  finalized 
by  May  1997.  What  is  the  status  of  this  initiative? 

Ms.  DeParle:  The  protocol  for  the  National  Emphysema  Treatment  Trial  (NETT)  was 
approved  in  August  1997  by  the  Data  Safety  Monitoring  Board  of  the  study.  The  first 
patient  was  randomized  in  January  1998.  The  randomized  phase  of  the  NETT  is 
projected  to  take  approximately  four  years. 

FINANCIAL  MANAGEMENT  INVESTMENT  BOARD 

Mr.  Porter:  The  Information  Technology  Management  Reform  Act  requires  HCFA 
to  establish  a  financial  management  investment  board.  Has  this  board  been  established? 
Who  serves  on  it?  How  often  do  they  meet? 

Ms.  DeParle:  HCFA  has  established  a  financial  management  investment  board.  The 
board  is  co-chaired  by  HCFA's  Chief  Financial  Officer  (CFO)  and  Chief  Information 
Officer  (CIO).  Membership  consists  of  a  representative  from  each  of  HCFA's  offices, 
centers  and  consortia.  In  most  cases  the  representative  is  the  Deputy  Director  from  each 
organization.  The  board  meets  quarterly  and  on  an  as  needed  basis  to  determine  the 
allocation  of  funding  relative  to  the  Agency's  priorities. 
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CAPITAL  ASSET  PLAN 

Mr.  Porter:  When  do  you  expect  to  complete  your  capital  asset  plan  which  will  cover 
all  major  information  technology  projects? 

Ms.  DeParle:  HCFA  has  established  an  information  technology  (IT)  investment 
process  designed  to  ensure  that  HCFA  plans  for  and  effectively  manages  IT  investments 
to  accomplish  agency  business  objectives.  This  process  is  also  designed  to  address  the 
requirements  of  the  Clinger-Cohen  Act,  and  OMB  guidance  on  IT  investment 
management. 

The  investment  review  and  management  process  integrates  IT  investment  selection, 
control,  and  post-implementation  evaluation.  The  major  highlights  of  this  process  are: 

Investment  Selection:  Uses  a  two-level  investment  review  board  structure  (the 
Financial  Management  Investment  Board)  to  make  investment  decisions.  The  process 
also  uses  cross-functional  analysis  teams  and  standardized  qualitative  and  quantitative 
assessment  criteria  to  support  the  decision-making  process.  Before  major  IT  investments 
are  approved,  the  investment  proposal  is  subjected  to  a  rigorous  review  process  designed 
to  ensure  that  there  is  a  clear  return  on  investment,  that  the  risks  of  the  investment  have 
been  fully  documented  and  will  be  managed  effectively,  that  there  are  clear  performance 
(both  output  and  outcome)  measures  to  monitor  the  progress  and  success  of  the 
investment,  and  that  the  technology  solution  proposed  for  the  investment  is  compliant 
with  and  can  be  supported  by  the  agency's  IT  architecture. 

Investment  Control/Monitoring:  The  Project  Implementation  and  Evaluation  phase 
subjects  all  approved  IT  investments  to  ongoing  monitoring  and  management  oversight  to 
ensure  that  investments  are  managed  effectively  over  their  life-cycle.  This  phase  requires 
ongoing  reporting  of  project  progress  against  performance  measures  (including  earned 
value),  and  feedback  of  this  management  reporting  into  subsequent  investment  review 
decisions,  i.e.,  continue  the  investment;  make  adjustments;  or  terminate. 

The  scope  and  level  of  the  project  monitoring  is  graduated,  based  on  the  nature  of  the 
investment  with  major  investments  being  subject  to  focused  review  and  oversight. 

Post-Implementation  Evaluation:  Finally,  the  process  will  ensure  that  we  conduct 
post-implementation  reviews  of  the  investment  to  ensure  that  the  investment  achieved  its 
performance  measures  (both  output  and  outcome),  and  that  we  perform  a  lessons  learned 
analysis  to  refine  the  investment  process  in  the  future. 

IT  Architecture:  In  addition,  we  are  currently  developing  HCFA's  IT  architecture. 
HCFA  has  established  a  systems  integrator  contract  to  help  us,  through  the  use  of 
business  function  modeling  and  enterprise  architecture  modeling  approaches  and  tools,  in 
developing  our  target  IT  architecture,  based  on  HCFA's  business  drivers.  This  contract 
will  also  support  our  transition  (capital  asset)  planning  to  achieve  this  architecture, 
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including  identifying  opportunities  for  business  process  reengineering,  as  well  as 
assessment  and  mitigation  of  project  risk. 

Through  the  combination  of  these  two  efforts,  we  expect  to  have  a  capital  assets  plan 
and  management  process  fully  developed  by  mid- 1999. 

CHIEF  INFORMATION  OFFICER 

Mr.  Porter:  Do  you  have  an  official  CIO  on  board?  What  are  the  duties  and 
responsibilities  of  this  person? 

Ms.  DeParle:  Gary  Christoph,  Ph.D.  was  named  to  the  position  of  Director,  Office  of 
Information  Services  (OIS),  effective  October  20,  1997.  In  this  position,  Dr.  Christoph 
serves  a  dual  role  as  the  Director,  and  the  HCFA  Chief  Information  Officer  (CIO).  As 
such,  he  provides  leadership  and  executive  direction;  serves  as  the  focal  point  for 
planning,  organizing,  and  coordinating  the  activities  required  to  maintain  an  Agency-wide 
information  resources  management  (IRM)  program;  ensures  that  information  technology 
(IT)  is  acquired  and  information  resources  across  the  agency  are  managed  in  a  manner 
consistent  with  the  Clinger-Cohen  Act  (and  other  Federal  laws);  and  is  responsible  for  the 
complete  hardware  infrastructure,  all  central  databases,  broad-based  statistical  files, 
setting  data  standards,  and  all  enterprise-wide  software  development. 

As  HCFA's  CIO,  Dr.  Christoph's  core  responsibilities,  are  to:  1)  ensure  the  effective 
management  of  information  technology,  resources  and  systems  to  support  the 
achievement  of  the  agency's  strategic  mission  goals;  and  2)  maximize  the  value,  and 
assess  and  manage  the  risks  of  IT  acquisitions  of  the  agency.  He  serves  as  the  lead  for 
developing  and  enforcing  the  agency's  health  care  information  technology  architecture, 
policies,  standards,  and  practices  in  all  areas  of  information  technology;  and  directs  the 
agency's  ADP  systems  security  program  covering  its  data,  hardware,  and  software.  He 
also  leads  the  agency  with  regard  to  participation  on  the  American  National  Standards 
Institute  (ANSI)  committees  and  other  similar  health  care  information  standards 
development  groups;  and  serves  as  the  Department's  focal  point  for  implementation  of 
the  administrative  simplification  provisions  of  the  Health  Insurance  Portability  and 
Accountability  Act  of  1996.  In  addition,  he  oversees  HCFA's  implementation  of  the 
Freedom  of  Information  Act  (FOIA)  and  Privacy  Act. 

REPEAL  OF  BALANCED  BUDGET  ACT  PROVISIONS 

Mr.  Porter:  You  are  proposing  to  repeal  three  Balance  Budget  Act  provisions.  Have 
you  submitted  your  proposal  to  Congress?  How  much  do  you  propose  to  save  with  each 
repeal? 
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Ms.  DeParle:  The  Secretary  submitted  a  number  of  proposals,  along  with  several 
other  proposed  legislative  changes  to  Congress  on  February  28,  1998  in  a  bill  entitled 
"Medicare  Administrative  Improvement  Amendments  of  1998."  This  bill  contained  two 
repeal  proposals  with  respect  to  BBA  provisions.  The  first  is  the  proposed  repeal  of  the 
regional  lab  carrier  requirement.  The  second  is  the  proposed  repeal  of  the  requirement 
that  notices  be  furnished  to  beneficiaries  for  every  health  service  provided.  In  addition, 
the  "contractor  reform"  portion  of  the  bill  contained  a  number  of  additional  (non-BBA) 
repeal  items.  These  include  the  proposed  repeal  of  the  straight  cost-reimbursement 
requirement  for  fiscal  intermediary  and  carrier  contracts;  proposed  repeal  of  certain 
outdated  requirements  for  fiscal  intermediary  and  carrier  contracts;  and  the  proposed 
repeal  of  legislatively-mandated  fiscal  intermediary  contract  requirements  that  are  not 
cost  effective.  Moreover,  discussions  with  the  authorizing  committees  regarding  these 
legislative  proposals  began  on  March  10,  1998.  HCFA  looks  forward  to  working  closely 
with  appropriations  and  authorizing  committees  over  the  next  several  months  in 
completing  the  FY  1999  budget  process. 

HCFA's  FY  1999  President's  Budget  request  assumed  repeal  of  these  provisions.  By 
repealing  the  implementation  of  regional  lab  carriers,  preliminary  estimates  indicate  that 
about  $40  million  in  implementation  costs  could  be  avoided.  If  this  requirement  is  not 
repealed,  the  result  will  be  additional  claims  processing  workload  by  having  to  process 
additional  claims  attributable  to  splitting  Part  A  and  Part  B  claims  billed  to  contractors, 
where  a  non-lab  service  is  billed  on  the  same  claim  along  with  a  lab  service.  By 
repealing  the  BBA  requirement  to  send  notices  to  beneficiaries  for  every  service 
provided,  HCFA  projects  that  an  estimated  $57.9  million  in  printing  and  mailing  costs 
could  be  avoided.  The  proposed  "contractor  reform"  repeals  do  not  assume 
administrative  savings.  Rather,  these  proposals  are  designed  to  increase  Medicare 
contractor  flexibility,  as  well  as  HCFA's  flexibility  to  manage  workloads  in  light  of  the 
changing  Medicare  claims  processing  environment. 

TELEMEDICINE  DEMONSTRATIONS 

Mr.  Porter:  How  much  funding  is  included  in  your  FY  1998  appropriation  and 
FY  1999  budget  request  for  telemedicine  demonstrations? 

Ms.  DeParle:  HCFA  has  included  $250,000  in  funding  for  continuation  of  ongoing 
telemedicine  activities  in  the  1998  appropriation,  but  the  1999  President's  Budget  request 
does  not  include  funding  for  this  activity.  However,  sites  participating  in  the  Medicare 
telemedicine  payment  demonstration  are  authorized  to  receive  trust  fund  money  for  the 
delivery  of  telemedicine  care.  We  are  considering  whether  to  continue  the  demonstration 
even  after  Medicare  coverage  for  teleconsultation  services  becomes  available  in  health 
professional  shortage  areas  in  January,  1999,  because  the  demonstration  would  allow 
HCFA  to  test  payment  alternatives  and  to  evaluate  quality  issues  and  perceptions  of 
telemedicine  by  patients  and  practitioners,  giving  insight  into  this  new  type  of  coverage 
for  Medicare. 
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PEER  REVIEW  ORGANIZATIONS 

Mr.  Porter:  HCFA  contracts  with  a  Peer  Review  Organization  in  each  State  to 
promote  the  quality,  efficiency,  and  effectiveness  of  care  provided  to  Medicare 
beneficiaries.  What  is  the  cost  of  these  contracts? 

Ms.  DeParle:  PRO  contracts  are  authorized  by  title  XI  of  the  Social  Security  Act  and 
funding  for  these  contracts  is  apportioned  by  OMB  out  of  the  Medicare  trust  funds.  PRO 
contracts  are  funded  on  a  three-year  cycle.  FY  1998  is  the  final  year  in  the  current  cycle. 
Total  funding  for  PROs  for  the  FY  1996  through  FY  1998  cycle  is  estimated  to  be 
$694.8  million.  This  includes  not  only  direct  funding  for  each  PRO  contract  but  support 
contracts  used  for  a  variety  of  services  which  help  promote  and  strengthen  the  mission  of 
the  PROs.  One  example  is  the  Clinical  Data  Abstraction  Centers  (CDACs)  which  is  a 
centralized  clinical  data  base  that  abstracts  information  from  medical  records  across  the 
country.  These  records  are  then  used  to  identify  and  analyze  patterns  of  care  which  has 
proven  to  be  an  effective  means  of  improving  the  quality  of  care  delivered  to  our 
beneficiaries. 

Mr.  Porter:  Can  the  Peer  Review  Organizations  (PROs)  be  used  to  perform 
measurement  outcome  activities  related  to  performance  goals? 

Ms.  DeParle:  HCFA's  performance  plan  includes  22  performance  goals.  The  PROs 
can  perform  measurement  outcome  activities,  at  the  State  level,  on  performance  goals 
related  to  the  quality  of  care  provided  to  Medicare  beneficiaries.  PROs  in  each  State  use 
statistical  information  to  examine  processes  and  outcomes  of  care  and  provide  feedback 
to  hospitals,  physicians,  and  beneficiaries.  The  hospitals  and  physicians  use  the 
information  to  benchmark  progress  toward  improved  practice,  such  as  increasing  the 
percentage  of  Medicare  beneficiaries  receiving  an  influenza  vaccination  (performance 
goal  5)  and  increasing  the  percentage  of  Medicare  beneficiaries  age  65  and  older 
receiving  a  screening  mammogram  (performance  goal  6).  This  approach  combines 
providers'  internal  quality  management  systems,  driven  by  clinically-reliable  data,  with 
external  monitoring  and  educational  support  from  the  PROs.  At  the  core  of  the 
monitoring  is  the  identification  of  patterns  of  care.  Once  identified,  the  PROs  formulate 
an  intervention  strategy  which  could  include  educating  physicians  (and  beneficiaries, 
when  appropriate)  about  best  practices  and  assisting  hospitals  to  develop  internal  quality 
monitoring  systems  that  will  lead  to  quality  improvement.  After  implementation  of  the 
intervention  strategy,  PROs  remeasure  the  data  to  determine  the  level  of  improvement. 

MEDICARE  CONTRACTOR  TRANSITIONS 

Mr.  Porter:  Why  are  you  requesting  an  increase  in  the  appropriation  for  the  transition 
to  a  single  Part  A  and  Part  B  processing  system? 


308 


Ms.  DeParle:  In  FY  1999,  HCFA  will  continue  its  ongoing  efforts  to  consolidate 
contractor  Part  A  processing  sites  and  Part  B  and  DMERC  software  systems  to  standard 
claims  processing  systems  as  part  of  the  Agency's  effort  to  improve  claims  processing 
operations.  HCFA  has  established  and  implemented  standard  systems  transition 
schedules  for  contractors.  HCFA's  budget  request  includes  funding  for  contractor 
transitions  commensurate  with  the  established  transition  schedule.  The  reason  for  the 
$5.0  million  FY  1999  funding  increase  over  the  FY  1998  level  is  attributable  to  the 
number  of  Part  B  and  DMERC  contractors  transitioning  in  FY  1999.  For  example,  of  the 
22  existing  Part  B  and  DMERC  contractors,  3  contractors  began  their  systems  transitions 
in  FY  1998  with  the  remaining  19  contractor  systems  transitions  occurring  throughout 
FY  1999,  and  ending  in  FY  2000.  Moreover,  HCFA  anticipates  Part  A  transitions  will  be 
completed  in  FY  1998. 

Mr.  Porter:  How  much  will  be  saved  once  these  single  processing  systems  are  fully 
implemented? 

Ms.  DeParle:  HCFA  is  currently  in  the  process  of  analyzing  and  developing 
estimates  of  savings  attributable  to  implementation  of  standard  Part  A,  Part  B,  and 
DMERC  claims  processing  systems.  We  know  it  will  be  difficult  to  separately  identify 
contractor  system  maintenance  and  data  center  operations  costs.  Overall  costs  at  each 
contractor  may  fluctuate  because  funding  previously  used  to  support  system  maintenance 
and  processing  may  be  shifted  to  support  other  activities  required  by  the  Medicare 
contractors. 

The  only  tracking  of  savings  that  could  be  used  to  support  the  savings  caused  by 
transitions  is  the  comparison  of  HCFA  estimates  of  what  would  have  been  expended  for 
maintenance  without  the  transitions,  to  what  is  expended  on  the  direct  contracts  for 
standard  system  maintenance.  Savings  attributable  to  Part  A  transitions  will  be  more 
difficult  to  quantify  because  HCFA  will  not  be  able  to  identify  the  costs  of  data  center 
operations  after  the  transitions.  Nevertheless,  preliminary  estimates  indicate  that  full 
implementation  of  standard  systems  for  all  Part  A,  Part  B,  and  DMERC  contractors  has 
the  potential  to  yield  savings  that  could  exceed  $27  million. 

PROPOSED  LAW  /  CURRENT  LAW  FTEs 

Mr.  Porter:  How  much  of  the  215  FTE  increase  is  supported  by  current  law  increases 
and  how  much  is  supported  by  proposed  user  fees? 

Ms.  DeParle:  All  of  the  215  additional  FTEs  are  funded  by  current  law  increases, 
particularly  the  recently-enacted  HIPAA  and  BBA  legislation.  When  a  user  fee  is 
imposed  to  provide  a  service  or  product,  that  fee  must  result  as  a  consequence  of,  and  the 
funds  used  to  support,  the  work  that  is  done  to  generate  the  fee.  Therefore,  none  of  these 
additional  FTEs  will  be  funded  from  proposed  user  fees.  The  proposed  user  fees  will  be 
used  to  fund  existing  baseline  work,  along  with  the  associated  baseline  FTEs.  The 
requested  increase  in  FTEs  will  be  funded  out  of  amounts  appropriated  to  HCFA. 
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MEDICARE+CHOICE  USER  FEE 


Mr.  Porter:  Under  your  user  fee  proposal,  how  much  would  you  charge  for  an  initial 
application  from  a  managed  care  plan?  How  much  would  you  charge  for  a  renewal? 

Ms.  DeParle:  In  our  latest  projections  of  the  proposed  Medicare+Choice  user  fee,  we 
estimate  the  cost  for  an  initial  application  to  be  about  $55,000.  The  cost  for  a  renewal  is 
estimated  to  be  approximately  $41,000.  It  is  estimated  that  these  fees  will  bring  in  a  total 
of  $36.7  million.  These  rates  cover  the  cost  of  activities  such  as;  monitoring  the  plan  for 
fiscal  soundness,  an  in  depth  review  of  the  plan's  health  services  delivery  network, 
marketing  materials,  benefit  package,  and  enrollment  &  disenrollment  procedures.  To 
effectively  undertake  all  these  activities,  a  site  visit  to  the  organization  will  also  be 
required. 


Mr.  Porter:  Likewise,  how  much  would  you  charge  per  initial  certification?  How 
much  would  it  cost  for  a  recertification? 

Ms.  DeParle:  The  fee  for  both  initial  certifications  and  recertifications  would  reflect 
the  unit  cost  of  a  survey  and  the  appropriate  and  reasonable  costs  incurred  by  State  survey 
agencies  for  fee  collection  and  associated  activities.  In  general,  costs  would  vary  by 
State,  based  on  surveyor  salaries  and  indirect  costs.  On  average,  the  fees  would  closely 
reflect  the  unit  costs  included  in  the  FY  1999  President's  budget  submission.  The  unit 
cost  by  facility  type  included  in  the  FY  lv99  budget  submission  are  as  follows: 


Other  categories  include  hospices,  physical  therapy  providers,  comprehensive 
outpatient  rehabilitation  facilities,  x-ray  units,  end-stage  renal  dialysis  facilities,  rural 
health  clinics  and  ambulatory  surgical  centers. 

Mr.  Porter:  The  fee  for  recertification  would  cover  one-third  of  HCF A' s  costs.  Are 
there  plans  to  eventually  charge  enough  to  cover  1 00  percent  of  cost? 

Ms.  DeParle:  The  final  recertification  user  fee  proposal  includes  language  which 
specifies  that  the  fee  for  recertification  would  cover  33  percent  of  HCFA's  survey  costs  in 
FY  1999,  66  percent  of  HCFA's  survey  costs  in  FY  2000  and  100  percent  of  HCFA's 
survey  costs  in  FY  2001 . 


STATE  CERTIFICATION  USER  FEES 


SNF  XVIII 
SNF  XVIII/XIX 
HHA 
Hospital 

Other  Categories 


$12,986 
$12,986 
$  3,511 
$  3,516 
$  2,875 
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Mr.  Porter:  States  currently  conduct  surveys  and  certifications  and  are  reimbursed  for 
their  costs  by  the  Federal  Government.  How  much  do  you  currently  pay  States  and  what 
would  you  pay  them  if  these  fees  were  enacted? 

Ms.  DeParle:  In  FY  1998,  HCFA  will  reimburse  the  States  approximately 
$150  million  in  appropriated  funds  for  direct  survey  and  certification  activities.  The 
remaining  $4  million  in  appropriated  funds  is  for  support  contracts.  Under  the  new 
authority,  HCFA  would  provide  the  States  $104.7  million  of  appropriated  funds,  an 
amount  sufficient  to  cover  two-thirds  of  the  costs  of  States'  recertification  surveys  and 
support  contracts.  The  $62.3  million  in  user  fees  would  cover  all  of  the  costs  of  States' 
initial  surveys  and  one-third  of  the  costs  of  States'  recertification  surveys. 

PURCHASING  COOPERATIVES 

Mr.  Porter:  How  do  you  propose  to  pay  for  the  health  care  purchasing  cooperatives 
proposal? 

Ms.  DeParle:  The  Department  is  in  the  process  of  introducing  a  draft  bill  to  Congress 
entitled  the  "Health  Insurance  Purchasing  Cooperative  Act  of  1998."  We  are  requesting 
an  appropriation  of  $20  million  for  FY  1999  and  each  of  the  four  succeeding  fiscal  years. 
This  bill  supports  the  President's  Budget  for  FY  1999. 

The  bill  would  require  the  Secretary  of  Health  and  Human  Services  to  establish  a  new 
grant  program  that  would  facilitate  the  development  and  creation  of  purchasing 
cooperatives  to  afford  certain  employment-related  groups  with  enhanced  access  to 
affordable  health  benefits.  Under  the  grant  program,  $20  million  from  the  general  fund 
would  be  provided  for  each  of  fiscal  years  1999  through  2003  to  applicants  that  meet 
criteria  established  by  the  Secretary. 

MEDICARE  CONTRACTORS 


Mr.  Porter:  Provide  a  table  similar  to  the  one  provided  in  the  budget  justification  on 
page  1-16  with  a  non-user  fees  column. 

Ms.  DeParle:  This  table  follows: 


FY  1997 
Appropriation 

FY  1998 
Appropriation 

FY  1999 
Request 
without 
Proposed  User 
Fees 

FY  1999 
Request  with 
Proposed  User 
Fees 

Medicare  Contractors 

$1,197,569,000 

$1,174,000,000 

$1,104,200,000 

$1,269,700,000 

Note:  The  FY  1997  appropriation  column  reflects  the  reprogramming  of  $9.63 1  million 
from  the  Medicare  Contractors  activity  to  Federal  Administration  to  reimburse  the 
General  Services  Administration  for  unanticipated  principal  and  interest  charges 
on  bank  loans  for  the  new  HCFA  headquarters  building  in  Woodlawn,  Maryland. 
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Mr.  Porter:  Why  is  there  such  a  large  decrease  in  the  amount  for  participating 
physicians  under  Medicare  contractors? 

Ms.  DeParle:  The  FY  1999  request  for  the  participating  physicians  program  includes 
$3.8  million  to  continue  printing  and  distributing  the  Medicare  participating  physician's 
directory  to  providers  upon  request.  Furthermore,  the  FY  1999  participating  physicians 
budget  assumes  HCFA  will  discontinue  funding  to  maintain  toll-free  lines  for 
participating  providers.  However,  HCFA  will  use  other  administrative  funds  to  continue 
funding  for  ongoing  outreach  and  informational  materials,  and  other  efforts  designed  to 
encourage  more  participation  in  the  Medicare  program. 

MANAGED  CARE  SYSTEM 

Mr.  Porter:  Provide  an  outline  of  your  proposed  strategy  to  renovate  your  managed 
care  system. 

Ms.  DeParle:  HCFA's  strategy  for  its  managed  care  information  system  assumes 
both  short-term  and  long-term  approaches.  HCFA  will  develop  a  plan  for  incremental 
replacement  of  the  information  systems  for  managed  care,  beginning  with  the  most 
fragile  or  mission-critical  areas.  HCFA  will  secure  expert  support  for  these  tasks. 

HCFA  is  continually  monitoring  the  managed  care  information  systems  for 
indications  of  unusual  growth  and  increases  in  processing  times.  We  have  adjusted 
processing  times  by  breaking  the  managed  care  workload  into  smaller  files,  limiting  the 
time  regional  offices  and  managed  care  plans  can  conduct  business  on-line,  and 
modifying  software  as  necessary  to  keep  the  systems  viable  for  the  short  term.  Moreover, 
HCFA  is  conducting  a  technical  review  of  the  managed  care  processing  systems  to 
determine  what  advantages  might  be  gained  by  using  state-of-art  hardware  recently 
installed  at  the  HCFA  Data  Center.  While  the  technical  review  is  still  in  the  analysis 
phase,  early  indications  are  that  positive  results  may  be  able  to  be  achieved  through  the 
use  of  this  hardware. 

As  a  long-term  approach,  HCFA  is  planning  for  a  future  new  managed  care  system  in 
a  methodical,  systematic  way  by  documenting  all  business  requirements,  including 
requirements  established  by  the  Balanced  Budget  Act;  designing  a  comprehensive  target 
architecture  for  all  new  HCFA  data  systems;  and  reviewing  the  managed  care  legacy 
systems  to  identify  trouble  spots,  including  stress  testing  the  system  to  identify  areas  that 
are  likely  to  fail,  and  estimating  these  time  frames.  On  the  basis  of  these  activities, 
HCFA  will  be  in  a  good  position  to  make  a  determination  as  to  which  parts  of  the 
managed  care  systems  need  to  be  rebuilt,  and  in  what  order,  and  to  assure  that  the  future 
development  is  consistent  with  the  Agency's  enterprise-wide  systems  architecture. 

Mr.  Porter:  Provide  a  table  of  Medicare  contractor  productivity  investments  that 
shows  the  FY  1998  appropriation  and  the  FY  1999  request  only. 
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Ms.  DeParle:  HCFA's  funding  for  productivity  investments  is  as  follows: 


FY  1998 

FY  1999 

(Dollars  in  Millions) 

Appropriation 

Request 

Contractor  Transitions 

$40.0 

$45.0 

Contractor  Systems  Improvements 

$2.1 

$7.0 

Improve  Beneficiary  and  Provider  Services  $3.5 

$3.5 

National  Provider  Identification 

$1.0 

$2.0 

PAYERID 

$0.0 

$3.0 

Medicare  1-800  Service 

$0.0 

$12.8 

Contractor  non-renewals 

$50.0 

$40.0 

Total,  Productivity  Investments 

$96.6 

$113.3 

Mr.  Porter:  Provide  a  breakout  of  the  funding  for  the  Medicare  Handbook  between 
the  Medicare+Choice  user  fee  and  Program  Management  for  FY  1998  and  FY  1999. 

Ms.  DeParle:  We  are  in  the  final  stages  of  determining  the  appropriate  breakout  and 
obtaining  the  Department's  clearance  of  these  numbers.  We  anticipate  final  approval  in 
the  very  near  future  and,  at  that  time,  we  will  inform  your  office  of  that  breakout. 

OASIS  DATA  SET 

Mr.  Porter:  What  is  the  status  of  the  proposed  regulation  to  require  all  certified  home 
health  agencies  to  incorporate  a  core  standard  assessment  data  set  known  as  Outcome  and 
Assessment  Information  System  into  their  comprehensive  patient  assessments? 

Ms.  DeParle:  HCFA  published  a  proposed  rule  on  the  use  of  Outcome  and 
Assessment  Information  System  (OASIS)  data  collection  on  March  10,  1997.  We  are 
now  finalizing  the  regulation.  The  final  rule  will  include  home  health  conditions  of 
participation  and  OASIS  information  collection  requirements  as  before,  but  will  also  add 
reporting  requirements  for  OASIS  information.  We  expect  to  publish  this  rule  in  the 
summer  of  1998. 

CIVIL  MONETARY  PENALTIES 

Mr.  Porter:  As  of  December  1997,  approximately  $12  million  in  civil  monetary 
penalties  have  been  collected  from  nursing  homes  that  failed  to  meet  health  and  safety 
requirements.  What  was  the  total  assessment? 

Ms.  DeParle:    When  facilities  have  deficiencies  which  cause  immediate  jeopardy  to 
resident  health  and  safety  or  are  considered  to  be  poor  performers,  sanctions  are 
immediately  imposed.  HCFA  has  a  menu  of  remedies  that  can  be  imposed  when 
facilities  fail  to  come  into  compliance  on  the  revisit.  These  remedies  include:  State- 
monitored  directed  plan  of  correction,  directed  in-service  training,  denial  of  payment  for 
new  admissions,  denial  of  payment  for  all  residents,  termination  from  the  program  and 
civil  monetary  penalties. 
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The  $12  million  referred  to  in  the  Congressional  Justification  was  an  estimate  of  civil 
monetary  penalties  collected  thru  December  1997.  As  of  April  1998,  approximately 
$21.5  million  in  civil  monetary  penalties  were  identified,  of  that  amount,  $15.2  million 
have  been  collected  from  nursing  homes  that  failed  to  meet  health  and  safety 
requirements. 

BALANCED  BUDGET  ACT  FTEs 

Mr.  Porter:  You  are  requesting  an  additional  65  FTEs  for  administrative  costs 
associated  with  oversight  activities  pertaining  to  HIPAA.  Are  additional  FTEs  also 
needed  for  activities  related  to  BBA?  If  so,  how  many  and  how  are  you  funding  them? 

Ms.  DeParle:  We  are  requesting  150  additional  FTEs  in  FY  1999  to  process  the 
tremendous  amount  of  new  work  involved  in  implementing  the  BBA.  These  additional 
FTEs,  along  with  those  already  working  on  the  BBA,  mean  that  we  will  have  a  total  of 
190  FTEs  working  on  BBA.  The  additional  150  FTEs  in  FY  1999,  along  with  the  65 
HIPAA  FTEs,  give  the  total  FTE  increase  of  215  from  FY  1998  to  FY  1999.  These  FTEs 
will  be  funded  from  amounts  appropriated  to  HCFA  in  our  Federal  Administration  line 
item. 

ADMINISTRATIVE  COSTS 

Mr.  Porter:  Provide  an  object  class  table  for  administrative  costs  for  FY97  through 
FY99. 

Ms.  DeParle:  Please  see  the  following  object  class  table. 
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FY  1997 

FY  1998 

FY  1999 

Full-time  permanent 

$216,853,103 

$236,444,800 

$263,872,300 

Other  Than  Full-time  Permanent 

$4,669,463 

$4,816,100 

$5,073,100 

Other  Personnel  Compensation 

$1,488,724 

$2,113,560 

$2,220,000 

Total  Personnel  Compensation 

$223,011,290 

$243,374,460 

$271,165,400 

Personnel  Benefits 

$39,952,818 

$44,917,300 

$51,409,500 

Travel 

$5,047,000 

$2,000,000 

$6,998,000 

Transportation  of  Things 

$255,206 

$209,500 

$225,000 

Rent 

$28,523,248 

$24,137,750 

$25,154,000 

Comms,  Utilities,  &  Misc. 

$2,811,947 

$2,387,250 

$5,950,000 

Printing  &  Reproduction 

$1,795,870 

$357,986 

$2,877,000 

Consulting  Services 

$971,367 

$1,054,543 

$321,000 

Other  Services 

$24,909,756 

$43,033,611 

$38,597,100 

Medical  Care 

$1,209,000 

- 

- 

Supplies  &  Materials 

$5,594,000 

$400,000 

$1,209,000 

Equipment 

$3,992,828 

$5,127,600 

$5,594,000 

Land  &  Structures 

- 

- 

$9,600,000 

Insurance 

$56,785 

- 

- 

Depreciation 

($77,926) 

Subtotal 

$338,053,189 

$367,000,000 

$419,100,000 

Proposed  Law  User  Fees 
(Undistributed) 

$36,700,000 

Total 

$338,053,189 

$367,000,000 

$455,800,000 
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COMMERCIAL  OFF-THE-SHELF  SOFTWARE 

Mr.  Porter:  How  many  commercial  off-the-shelf  software  packages  does  your  agency 
have  operating? 

Ms.  DeParle:  HCFA  utilizes  several  commercial  off-the-shelf  (COTS)  software 
packages  that  support  the  agency's  administrative  and  programmatic  activities 
nationwide,  including  operations  at  the  HCFA  data  center.  For  example,  HCFA  currently 
has  almost  100  COTS  software  packages  in  operation  at  its  headquarters  and  regional 
offices  that  support  efforts  including  actuarial  and  econometric  analyses,  database 
management,  mainframe  computer  applications,  Medicare  and  Medicaid  program  data 
and  tracking,  local  area  network  (LAN)  applications,  and  desktop  publishing  and 
graphical  applications  ~  just  to  name  a  few. 

In  the  area  of  fraud  and  abuse,  HCFA  will  continue  ongoing  efforts  to  study  the 
viability  of  COTS  technology  as  part  of  the  agency's  fraud  and  abuse  arsenal.  In  late 
September  1996,  HCFA  entered  into  a  contract  to  evaluate  the  potential  benefits  of  using 
a  COTS  software  application  for  medical  editing  of  physician  claims.  This  product  was 
known  as  "ClaimCheck,"  and  was  designed  to  reduce  erroneous  and  abusive  billing 
practices  by  physicians.  This  COTS  product  was  tested  and  evaluated  on-site  at  Iowa 
Blue  Cross  and  Blue  Shield.  Final  analysis  of  this  evaluation  resulted  in  HCFA's 
decision  not  to  exercise  its  option  to  continue  the  evaluation,  which  ended  on  December 
29,  1997.  HCFA  encountered  difficulty  in  integrating  the  end  product  COTS  software 
into  the  carrier  claims  processing  system.  However,  HCFA  has  concluded  that  the 
software's  database  of  edits  may  add  value  to,  and  increase  the  potential  for,  considerable 
savings  to  the  Medicare  program.  Therefore,  HCFA  is  currently  developing  a  strategy  for 
national  implementation  of  a  select  group  of  these  edits  in  carrier  claims  processing 
systems. 

Moreover,  HCFA  is  currently  implementing  a  COTS  software  product  known  as  the 
Services  Tracking,  Analysis,  and  Reporting  System  (STARS)  at  almost  one  third  of  its 
current  Medicare  fiscal  intermediaries  and  carriers.  This  COTS  product  bolsters  HCFA's 
continued  efforts  in  performing  successful  fraud  and  abuse  detection,  medical  review,  and 
utilization  analysis.  HCFA  will  continue  to  explore  the  feasibility  of  incorporating  COTS 
software  applications  within  the  Medicare  claims  processing  environment,  as  appropriate. 

"MEDICARE  COMPARE" 

Mr.  Porter:  When  will  "Medicare  Compare"  be  available  on  the  web  site? 

Ms.  DeParle:  HCFA's  new  consumer  information  Internet  site,  medicare.gov,  is 
available  this  month  (March).  This  web  site  includes  "Medicare  Compare,"  the 
interactive  database  with  the  HMO  comparison  chart  on  benefits,  premiums,  and  cost- 
sharing.  Users  can  look  up  information  in  different  areas,  by  State,  county  or  zip  code. 
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APPEALS  AND  GRIEVANCES 

Mr.  Porter:  Medicare  beneficiaries  have  grievance  and  appeals  rights.  If  the 
beneficiary  is  not  satisfied  after  the  initial  appeal  to  the  managed  care  plan,  the  grievance 
is  sent  to  HCFA's  reconsideration  contractor.  How  many  grievances  and  appeals  were 
made  to  managed  care  plans  in  FY  1996  and  FY  1997?  How  many  were  sent  on  to  the 
reconsideration  contractor  for  each  fiscal  year?  What  was  the  contract  cost  for  these 
years  and  what  do  you  estimate  it  to  be  in  FY  1 998? 

Ms.  DeParle:  Managed  care  plans  were  not  required  to  keep  statistics  on  the  number 
of  grievances  and  appeals  they  received.  Therefore,  there  are  no  statistics  available  for 
1 996  or  1 997  on  the  number  of  grievances  and  appeals  at  the  managed  care  plan  level. 
The  number  of  reconsideration  requests  received  by  the  reconsideration  contractor  for 
calendar  year  1996  was  5,546,  and  for  calendar  year  1997  was  9,020.  Contract  costs  in 
FY  1996  were  approximately  $1.5  million  and  in  FY  1997  were  approximately 
$2.4  million.  The  estimated  contract  costs  for  FY  1998  are  $2.5  million. 

MEDICARE  CONSUMER  ASSESSMENT  OF  HEALTH 
PLANS  STUDY  (CAHPS) 

Mr.  Porter:  How  is  your  Medicare  Consumer  Assessment  of  Health  Plans  Study 
(CAHPS)  different  from  the  Consumer  Assessments  of  Health  Plans  Study  done  by  the 
Agency  for  Health  Care  Policy  and  Research? 

Ms.  DeParle:  The  two  studies  are  related,  but  the  Medicare  CAHPS  is  tailored  for 
Medicare  beneficiaries.  The  Agency  for  Health  Care  Policy  and  Research  sponsored  the 
development  of  a  Consumer  Assessment  of  Health  Plans  Study  (CAHPS)  Survey  and 
Reporting  Kit,  which  is  an  easy-to-use  kit  of  survey  and  reporting  tools  that  provides 
accurate  and  useful  information  to  help  consumers  and  purchasers  assess  and  choose  a 
health  plan.  The  Kit  contains  a  set  of  questionnaires  that  ask  consumers  about  their 
experiences  with  their  health  plans,  sample  formats  for  reporting  results  to  consumers, 
and  information  to  help  sponsors  implement  the  surveys  and  produce  the  reports.  The 
CAHPS  surveys  cover  a  variety  of  populations,  including  commercially-insured  groups, 
Medicaid  recipients,  and  Medicare  beneficiaries. 

HCFA  sponsored  the  development  of  the  CAHPS  Medicare  questionnaire,  which  is 
tailored  for  the  unique  needs  and  characteristics  of  the  Medicare  population.  HCFA  is 
now  in  the  process  of  using  this  questionnaire  to  survey  Medicare  managed  care 
enrollees. 

NATIONAL  PROVIDER  IDENTIFIER 

Mr.  Porter:  In  your  justification  you  state  that  a  regulation  is  under  development 
which  would  designate  the  National  Provider  Identifier  as  the  standard  identifier  of  the 
National  Provider  System.  You  will  require  funding  in  FY  1999  to  develop  and 
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implement  the  system.  How  much  funding  will  be  required  and  where  are  you  requesting 
these  funds? 

Ms.  DeParle:  The  Health  Insurance  Portability  and  Accountability  Act  of  1996 
(HIPAA)  requires  that  HCFA  develop  and  implement  a  single  identifier  to  enable 
standard  enumeration  of  every  provider  in  the  health  care  industry.  Initially,  HCFA  will 
enumerate  all  Medicare  providers  and  all  HIPAA  transaction  providers,  with  eventual 
enumeration  of  every  other  provider  in  the  health  care  industry.  HCFA  requires  the 
necessary  data  infrastructure,  maintenance,  and  support  costs  to  enable  a  private 
contractor  to  enumerate  the  health  care  providers.  The  FY  1999  budget  request  for 
Medicare  contractors  includes  $12  million  for  these  efforts. 

CUSTOMER  IMPROVEMENT  STRATEGIES 

Mr.  Porter:  You  also  state  you  will  need  funding  in  FY  1999  to  continue  the 
development,  piloting,  and  assessment  of  customer  service  improvement  strategies. 
Again,  how  much  will  you  need  and  where  will  you  get  the  funds? 

Ms.  DeParle:  In  the  FY  1999  budget,  major  efforts  to  improve  customer  service  are 
included  in  the  Medicare  contractor  budget  and  in  the  funding  provided  through  the 
Medicare+Choice  user  fee.  For  example,  the  FY  1999  Medicare  contractor  budget 
includes  $12.8  million  for  HCFA  to  continue  to  build  on  its  efforts  of  the  last  two  years 
in  piloting  approaches  to  provide  more  integrated  access  to  information  for  beneficiaries 
and  providers.  HCFA  will  expand  customer  service  pilots,  including  toll-free  customer 
service  centers  and  call  routing.  These  pilots  will  provide  significant  information  on 
operational  issues,  costs,  and  beneficiary  and  provider  satisfaction  with  expanded  toll-free 
service.  HCFA's  ultimate  plan  is  to  implement  customer  service  centers  on  a  national 
basis. 

In  addition,  in  FY  1999  HCFA  will  utilize  Medicare+Choice  user  fee  funding  to 
improve  beneficiary  customer  service.  For  example,  efforts  include  making  available 
managed  care  comparative  information  to  beneficiaries  that  describes  and  compares 
Medicare+Choice  options  to  fee-for-service  Medicare  and  Medigap  policies.  Other 
customer  service  efforts  include  maintaining  an  Internet  site  for  beneficiaries  regarding 
Medicare+Choice  options;  implementing  a  toll-free  line  for  beneficiary  inquiries 
regarding  Medicare+Choice  options;  and  developing  and  conducting  Medicare+Choice 
health  information  fairs  and  other  information  sharing  activities.  HCFA  is  currently  in 
the  process  of  developing  a  detailed  assessment  of  user  fee  resource  requirements  for 
these  activities. 

MEDICAID  APPROPRIATION 

Mr.  Porter:  You  have  had  language  giving  you  indefinite  authority  in  the  last  quarter 
of  the  fiscal  year  to  meet  unanticipated  costs.  Provide  a  table  for  the  last  five  years  that 
shows  how  much  was  used  under  this  authority. 
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Ms.  DeParle:  The  appropriation  language  provision  which  provides  for  indefinite 
authority  allows  the  Medicaid  program  to  be  funded  without  interruption  to  meet 
unanticipated  costs.  As  recently  as  fiscal  year  1992,  $9.9  billion  in  indefinite  budget 
authority  was  necessary.  The  amount  of  indefinite  budget  authority  used  during  fiscal 
year  1 992  represented  more  than  1 4  percent  of  the  budget  authority  required  for  the 
Medicaid  program  for  the  year.  Unanticipated  costs  during  fiscal  year  1991  required 
indefinite  budget  authority  of  $6.0  billion  to  fund  Medicaid  in  fiscal  year  1991, 
$1.6  billion  in  indefinite  budget  authority  was  required  in  FY  1990  and  $0.6  billion  of 
indefinite  budget  authority  was  necessary  in  fiscal  year  1989. 

However,  no  indefinite  budget  authority  was  used  during  the  last  five  years: 

MEDICAID  APPROPRIATION  INDEFINITE  AUTHORITY 
(Dollars  in  Billions) 


1993 

1994 

1995 

1996 

1997 

$0 

$0 

$0 

$0 

$0 

MEDICAID  COST  ESTIMATES  FOR  BBA 

Mr.  Porter:  HCFA's  Office  of  the  Actuary  has  estimated  Federal  costs  associated 
with  the  Medicaid  provisions  of  the  BBA  to  be  $1.1  billion  in  FY  1998  and  $726  million 
in  FY  1999.  What  were  CBO  and  OMB  estimates? 

Ms.  DeParle:  The  OMB  estimates  reflect  the  HCFA  Office  of  the  Actuary  estimates. 
The  CBO  has  estimated  that  the  Medicaid  provisions  in  the  BBA  will  save  $0.4  billion  in 
FY  1998  and  $1.6  billion  during  FY  1999. 

FEDERAL  ADMINISTRATION  ISSUES 

Mr.  Porter:  Why  do  you  propose  a  250  percent  increase  for  program  management 
travel  in  FY  1999? 

Ms.  DeParle:  In  the  past,  HCFA  has  been  placed  in  a  very  difficult  position  because 
the  agency's  resources  have  been  essentially  straight-lined  in  constant  dollars  while  the 
scope  and  magnitude  of  the  programs  it  administers  increased.  As  a  result,  HCFA  has 
been  forced  to  reduce  its  travel  budget  in  order  to  operate  within  the  limits  of  our 
appropriation.  Program  management  travel  can  no  longer  be  held  to  such  a  low  level 
without  jeopardizing  the  health  and  welfare  of  our  beneficiaries.  The  FY  1999  request 
seeks  to  return  funding  for  travel  to  a  level  more  in  keeping  with  our  needs  in  recent 
years. 
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HCFA  has  many  travel  requirements,  including  Health  Insurance  Portability  and 
Accountability  Act  enforcement,  survey  and  certification  activities,  onsite  visits  for 
Medicare  Contractor  audits,  and  oversight  visits.  HCFA  must  restore  its  request  for 
travel  funds  to  a  level  closer  to  actual  experience  in  recent  years  in  order  to  ensure  that 
our  beneficiaries  receive  the  best  possible  health  care. 

Mr.  Porter:  Describe  the  $9.6  million  request  in  FY  1999  for  Land  and  Structures. 

Ms.  DeParle:  The  $9.6  million  request  for  the  Land  and  Structures  activity  is  to  pay 
the  interest  and  principal,  over  a  30-year  period,  for  HCFA's  single  site  facility.  The 
General  Services  Administration  (GSA)  was  authorized  by  Congress  to  borrow  these 
funds.  HCFA  is  obligated  to  make  these  payments  for  30  years.  This  is  another  example 
of  an  increase  that  HCFA  has  had  to  absorb  within  its  baseline  without  any  corresponding 
increase  to  our  appropriation. 

Mr.  Porter:  How  are  the  FTEs  for  consortia  used? 

Ms.  DeParle:  The  FTEs  we  have  stationed  and  working  in  the  four  regional  consortia 
are  of  the  utmost  importance  in  ensuring  the  effective  and  efficient  operation  of  HCFA's 
programs.  They  have  a  wide  array  of  essential  responsibilities  that,  along  with  extensive 
new  HIPAA  and  BBA  workloads,  include  the  following  areas: 

Medicare  Contractors.  In  the  area  of  contractor  oversight,  our  regional  staff  conduct 
contractor  performance  evaluations,  meet  with  providers  and  provider  associations  to 
resolve  sensitive  issues,  provide  technical  assistance  on  fraud  and  abuse  detection  and 
deterrence,  provide  assistance  in  the  area  of  medical  review,  evaluate  and  monitor 
activities  associated  with  contractor  transitions  to  ensure  smooth  conversions  to  new 
claims  processing  systems,  and  participate  in  meetings  associated  with  contractor 
transitions,  including  interfacing  with  professional  societies  and  Congressional  offices. 

Survey  and  Certification.  HCFA  regional  staff  oversee  initial  inspections  of  providers 
requesting  participation  in  the  Medicare  program,  annual  recertification  inspections  on 
nursing  homes  and  home  health  agencies,  and  periodic  recertification  inspections  of  other 
health  providers  and  suppliers. 

Medicaid.  Under  the  Medicaid  program,  HCFA  staff  are  responsible  for;  providing 
technical  assistance  to  the  States  regarding  section  1915(b)  and  section  1115  waivers, 
conducting  pre-  and  post-implementation  reviews  of  these  waivers,  conducting 
assessments  of  the  effectiveness  of  approved  waivers  prior  to  renewal,  conducting 
monitoring  reviews,  providing  technical  assistance  on  Medicaid  program  issues  within 
the  States,  reviewing  Medicaid  expenditures  on  a  quarterly  basis,  doing  financial 
management  reviews  to  ensure  Federal  requirements  are  met  prior  to  reimbursement,  and 
conducting  systems  performance  reviews  of  a  State's  Medicaid  Management  Information 
System  (MMIS). 


48-269  98-11 
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Customer  Relations.  The  regions  are  at  the  forefront  of  HCFA's  contact  with 
beneficiaries,  contractors,  State  agencies,  providers,  and  suppliers.  They  meet  with 
beneficiaries,  providers  and  professional  associations  to  share  information  and  work 
collaboratively  on  issues  of  common  interest,  attend  quarterly  beneficiary  liaison  council 
meetings,  provide  training  and  conduct  outreach  activities  with  Beneficiary  Services  and 
Information  Grants  Program  groups,  participate  in  consumer  information  strategy 
activities,  attend  quarterly  carrier  advisory  committee  meetings,  participate  in  consumer 
information  strategy  activities,  conduct  outreach  to  local  Congressional  offices,  and 
attend  consumer  advocacy  conferences. 

Managed  Care.  Regional  staff  monitor  current  managed  care  plans  and  conduct  focused 
reviews  when  necessary  in  the  areas  of  plan  operations,  quality  of  care,  member  services, 
provider  accessibility,  marketing,  and  fiscal  soundness.  They  also  conduct  service  area 
expansion  reviews  and  review  applications  for  Medicare  contracts. 

Peer  Review  Organizations  and  ESRD  Networks.  HCFA  consortia  staff  provide 
assistance  and  guidance  to  PROs  and  ESRD  Networks  on  legal,  regional  consortia,  and 
national  Health  Care  Quality  Improvement  projects,  particularly  in  areas  such  as  managed 
care.  They  also  conduct  on-site  visits  to  monitor  and  evaluate  the  PROs  and  ESRD 
Networks,  and  attend  meetings  on  selected  HCFA  national  priorities  including  the 
Horizons  Project,  and  ESRD  Core  Indicators. 

TECHNOLOGY  ASSESSMENT  COMMITTEE 

Mr.  Porter:    HCFA  disbanded  its  Technology  Assessment  Committee  after  GAO 
found  that  it  did  not  comply  with  the  Federal  Advisory  Committee  Act.  What  are  your 
plans  for  the  future  of  this  Committee? 

Ms.  DeParle:  The  current  Medicare  coverage  determination  process  evolved 
gradually  over  the  life  of  the  program.  Prior  to  1980,  all  requests  for  coverage  decisions 
involving  medical  issues  were  referred  to  the  Public  Health  Services  (PHS)  without 
professional  screening  or  review. 

In  1 980  HCFA  set  up  a  physicians  panel  for  the  purpose  of  providing  professional 
advice  on  medical  aspects  of  coverage  issues.  The  major  role  of  the  physicians  panel  was 
to  furnish  advice  as  to  how  medical  coverage  questions  should  be  handled  —  whether  or 
not  a  national  coverage  policy  was  necessary,  whether  additional  information  was  needed 
before  a  decision  could  be  made  and  what  interim  policy  might  be  required  pending 
development  of  national  policy.  The  physicians  panel  was  comprised  of  HCFA 
physicians  and  dentists  and  PHS  representatives. 
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In  1983,  a  technical  advisory  group  (TAG),  comprised  of  carrier  medical  directors,  a 
Blue  Cross  representative  and  HCFA  staff  was  developed.  The  TAG  was  designed  to 
coordinate  the  activities  of  HCFA's  contractors  and  resolve  technical  issues  arising  in  the 
implementation  of  coverage  policies.  The  TAG  periodically  identified  coverage  issues 
for  referral  to  the  physicians  panel  for  further  development. 

TAG  activities  and  physicians  panel  responsibilities  complimented  each  other  in 
many  respects.  In  1993  HCFA  established  the  Technology  Advisory  Committee  (TAC), 
a  consolidation  of  the  TAG  and  the  Physicians  Panel,  adding  representatives  from  FDA, 
CHAMPUS,  NIH,  AHCPR  and  the  Department  of  Veterans'  Affairs.  The  TAC  served  in 
an  advisory  capacity  to  HCFA's  policy  development  staff.  Its  major  focus  was  to  assist 
HCFA  in  its  technology  assessment  efforts  and  to  recommend  whether  a  technology  is 
appropriate  for  Medicare  national  coverage  policy  and  whether  referral  for  a 
comprehensive  technology  assessment  is  warranted 

The  coverage  determination  process  improved  in  many  ways,  becoming  more 
evidenced-based  (as  opposed  to  a  consensus  of  expert  opinion)  and  becoming  more 
sophisticated  in  aligning  the  terms  of  coverage  with  the  evidence  supporting  the  decision 
(viz.,  "limited  coverage"  focusing  on  specific  patient  conditions  or  clinical  settings  and 
coverage  of  clinical  trials).  However,  the  process  remains  rather  opaque  to  the  public  and 
many  interested  parties,  which  has  led  to  legitimate  questions  whether  the  process  is  as 
rigorous  and  open  as  it  should  be. 

On  December  22,  1997,  in  a  letter  to  the  GAO,  we  acknowledged  that  the  committee 
is  likely  not  in  compliance  with  the  requirements  of  the  Federal  Advisory  Committee  Act 
(FACA).  Although  we  have  publicized  the  existence  of  the  committee,  and  now  make 
the  agendas  and  minutes  of  its  meetings  available  to  the  public  by  means  of  the  Internet, 
we  have  not  made  an  effort  to  charter  the  committee  under  FACA  nor  have  we  opened  its 
discussion  of  scientific  evidence  to  the  general  public.  Meanwhile,  additional  issues  and 
concerns  have  surfaced,  including  the  need  for  better  surveillance  of  developments  in 
healthcare  technology,  more  systematic  setting  of  agendas  and  priorities  for  coverage 
determinations,  more  consistency  in  coverage  determinations  among  Medicare 
contractors  and  more  national  coverage  determinations.  Therefore,  the  decision  was 
made  to  disband  the  TAC. 

HCFA  is  currently  exploring  several  options  for  restructuring  the  coverage  process 
which  will  open  up  the  process  to  the  public  and  increase  public  participation;  ensure  that 
coverage  determinations  are  based  on  sound  analysis  of  available  clinical  evidence;  and 
promote  national  consistency  in  the  formulation  and  application  of  coverage 
determinations. 

CLINICAL  TRIALS 

Mr.  Porter:  Does  HCFA  have  the  authority  to  support  clinical  trials  or  extend 
provisional  coverage  to  promising  new  technologies? 
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Ms.  DeParle:  Under  current  law,  Medicare  does  not  cover  experimental  services  such 
as  clinical  trials,  or  the  routine  services  required  in  preparation  for,  monitoring  of,  or 
aftercare  related  to  experimental  noncovered  services.  This  policy  is  based  on  section 
1862(a)(1)(A)  of  the  Social  Security  Act,  which  states  that  no  payment  may  be  made  for 
items  or  services  that  are  not  reasonable  and  necessary  for  the  diagnosis  or  treatment  of 
an  illness  or  an  injury  or  to  improve  the  functioning  of  a  malformed  body  member. 

Medicare,  however,  does  provide  coverage  in  the  two  areas:  (1)  category  B 
investigational  devices  within  the  context  of  an  FDA-approved  clinical  trial.  (These 
devices  are  those  where  the  underlying  questions  of  safety  and  effectiveness  have  been 
resolved  for  that  type  of  device.);  and  (2)  coverage  with  conditions  for  services  where: 
preliminary  indications  have  shown  them  to  be  effective  under  certain  conditions, 
insufficient  data  exists  to  make  a  national  coverage  decision,  and  the  information 
necessary  for  making  a  national  coverage  decision  is  unlikely  to  be  developed  unless 
coverage  with  conditions  is  offered.  Coverage  is  provided  only  in  exchange  for 
necessary  data  in  order  to  further  evaluate  the  service.  As  an  example  of  coverage  with 
conditions,  Medicare  recently  entered  into  an  agreement  with  the  National  Heart,  Lung, 
and  Blood  Institute  at  NIH  to  pay  for  lung  volume  reduction  surgery  for  Medicare 
beneficiaries  participating  in  the  protocol  conducted  by  NIH. 

The  President's  budget  includes  a  proposal  that  would  establish  a  three-year 
demonstration  program  under  Medicare  to  cover  patient  care  costs  for  beneficiaries  who 
participate  in  certain  high-quality  cancer  clinical  trials.  The  proposal  would  cover  NIH- 
sponsored  trials  and,  to  the  extent  allowed  by  funding  levels,  an  additional  set  of  trials 
determined  by  the  Secretary.  In  order  to  assist  the  Secretary  in  selecting  additional  trials, 
the  National  Cancer  Policy  Board  would  be  required  to  examine  and  provide 
recommendations  on  criteria  for  identifying  and  prioritizing  high-quality  trials.  We 
believe  that  this  will  lead  to  the  development  of  new  and  improved  therapies  through  the 
increased  involvement  of  Medicare  beneficiaries  in  clinical  trials.  The  demonstration 
would  be  funded  by  $750  million  in  receipts  from  tobacco  legislation. 

Within  30  months  of  the  beginning  of  the  demonstration,  the  Secretary  would  be 
required  to  evaluate  the  demonstration  and  report  to  Congress  on  whether  the 
demonstration  should  be  extended  or  expanded. 

MEDICARE+CHOICE  INITIATIVES 

Mr.  Porter:  How  has  HCFA  handled  the  pared  down  funding  amount  of  $95  million? 
Have  you  prioritized  initiatives? 

Ms.  DeParle:  As  a  result  of  the  pared-down  funding,  HCFA  still  plans  to  implement 
all  of  the  initiatives,  but  with  a  level  of  effort  that  can  be  achieved  with  $95  million.  We 
have  prioritized  our  needs  according  to  the  Committee's  language  in  the  conference 
report.  These  would  include  publishing  a  comparative  booklet  to  be  mailed  to 
beneficiaries  describing  Medicare+Choice  options  and  comparing  these  options  to 
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fee-for-service  Medicare  and  Medigap  policies,  contracting  for  a  toll-free  number  and 
implementing  and  maintaining  a  Medicare+Choice  Internet  site.  Disseminating 
information  through  health  fairs,  local  beneficiary  information  centers,  and  other  forms  of 
public  relations  will  also  serve  as  our  priorities. 

ESRD  PATIENTS 

Mr.  Porter:  I  have  become  concerned  by  the  plight  of  U.S.  end  stage  renal  disease 
(ESRD)  patients.  While  these  patients  only  account  for  about  0.5  percent  of  the  overall 
Medicare  populations,  their  Medicare  expenses  comprise  over  5  percent  of  annual 
Medicare  expenditures  —  with  morbidity  and  mortality  rates  that  are  the  highest  in  the 
industrialized  world. 

Based  on  this  evidence,  it  seems  that  ESRD  patients  in  the  U.S.  may  be  significantly 
under-dialyzed.  Additionally,  it  seems  that  Medicare  reimbursement  policies  may  be 
responsible  for  an  apparent  lack  of  technological  innovation  in  this  area.  For  example, 
why  has  daily  hemodialysis,  which  has  been  described  as  the  best  therapy  for  many 
ESRD  patients,  gone  from  42  percent  of  the  patient  population  down  to  1  percent  today? 

Ms.  DeParle:  Medicare  insures  about  93  percent  of  ESRD  patients  in  the  United 
States.  Although  the  United  States'  dialysis  population  has  one  of  the  highest  mortality 
rates  in  the  industrialized  world,  this  comparison  is  less  meaningful  than  it  may  first 
appear.  The  United  States  does  not  impose  arbitrary  limits  on  selection  of  patients  to  the 
same  extent  as  is  common  in  other  countries  and  has  a  much  higher  rate  of  diabetes. 
Ironically,  and  precisely  because  dialysis  is  more  readily  available  here,  our  outcomes 
appear  worse  when  measured  by  factors  such  as  mortality.  However,  we  should  all  be 
encouraged  to  know  that  mortality  in  the  United  States  has  been  improving  since  1985, 
according  to  studies  by  the  United  States  Renal  Data  System. 

HCFA  and  the  National  Institute  of  Diabetes  and  Digestive  and  Kidney  Diseases 
(NIDDK)  were  among  the  first  organizations  to  recognize  under-dialysis  as  a  problem  in 
the  early  1990s,  and  we  have  been  working  with  some  success  since  then  to  improve 
adequacy  of  dialysis.  Evidence  from  the  HCFA  Core  Indicators  Project  shows  that  the 
percentage  of  patients  receiving  adequate  dialysis  (defined  as  a  urea  reduction  ratio 
(URR)  greater  than  or  equal  to  0.65)  has  risen  from  43  percent  to  68  percent  between 
1993  and  1996.  In  addition,  we  have  a  number  of  efforts  underway  to  achieve  further 
improvements  in  quality  of  care,  including: 

►    Effective  at  the  start  of  this  year,  HCFA  requires  claims  submitted  for  chronic 
dialysis  to  include  the  URR.  This  measure  of  dialysis  adequacy  will  be  used  to 
monitor  the  quality  of  care  and  support  research  to  improve  outcomes  and  lower 
costs. 
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►  HCFA  has  initiated  an  agency-wide  project  to  improve  the  adequacy  of  dialysis. 
We  hosted  a  conference  in  February  where  we  heard  from  experts  on  measuring 
dialysis  adequacy,  standards  and  surveys  for  dialysis  providers,  and  ideas  for 
government  actions  to  improve  adequacy.  We  are  now  assessing  this  input. 

►  HCFA  staff  are  working  with  the  NIDDK  on  the  hemodialysis  clinical  trial.  The 
trial  is  expected  to  provide  scientific  knowledge  to  improve  dialysis.  HCFA  will 
conduct  a  cost  effectiveness  study  of  the  trial  that  will  provide  data  on  the  costs  of 
dialysis  and  all  Medicare-covered  services  for  patients  receiving  different  dialysis 
prescriptions. 

You  also  raise  the  issue  of  a  decline  in  daily  hemodialysis.  We  believe  there  is  some 
misunderstanding  in  the  statistics  you  quote.  Some  analysts  have  estimated  that,  prior  to 
Medicare  coverage  of  ESRD  in  1973,  about  40  percent  of  the  patient  population  used 
home  hemodialysis,  but  we  do  not  believe  daily  hemodialysis  was  ever  used  by  any 
substantial  portion  of  the  patient  population.  The  standard  hemodialysis  prescription  in 
the  United  States,  as  in  the  rest  of  the  world,  is  three  sessions  per  week  for  both  home  and 
in-center  patients.  The  proportion  of  patients  receiving  home  hemodialysis  has  declined 
to  about  one  percent  because:  (1)  Medicare  coverage  increased  access  to  dialysis  therapy 
for  older  and  sicker  patients  who,  in  general,  are  not  good  candidates  for  home  treatment; 
and  (2)  because  most  home  patients  now  receive  peritoneal  dialysis,  a  therapy  developed 
in  the  1980s. 

The  efficacy  of  daily  hemodialysis  is  a  clinical  issue  which  has  yet  to  be  determined. 
Two  institutions  are  developing  dialysis  equipment  specifically  designed  for  daily  home 
dialysis,  but  as  far  as  we  are  aware  neither  has  begun  the  clinical  trials  required  for  Food 
and  Drug  Administration  approval.  As  the  science  concerning  daily  dialysis  progresses, 
HCFA  will  work  with  the  renal  community  to  ensure  the  availability  of  high-quality  care 
for  dialysis  patients. 

Mr.  Porter:  We  should  find  ways  to  treat  our  ESRD  patients  more  effectively,  thereby 
improving  their  quality  of  life  and  reducing  costs  resulting  from  poor  initial  treatment.  I 
am  aware  that  no  new  technology  has  been  introduced  in  the  area  of  home  hemodialysis 
for  many  years.  Is  our  payment  policy  precluding  such  introduction  of  new  technology? 
What  actions,  if  any,  are  you  taking  to  reverse  this  trend? 

Ms.  DeParle:  The  effect  of  Medicare  reimbursement  rates  on  technological  innovation 
and  quality  of  care  in  dialysis  is  open  to  question.  In  1991,  the  Institute  of  Medicine 
conducted  a  study  on  the  relationship  between  dialysis  payment  policy  and  mortality. 
The  study  concluded  that  there  was  inadequate  evidence  about  either  trends  in  mortality 
or  the  effect  of  payment  policy,  if  any,  on  mortality.  Since  then,  there  have  been 
technological  changes  and  improved  outcomes.  Whether  an  increase  in  reimbursement 
rates  is  necessary  for  further  improvement  is  not  obvious.  The  current  dialysis 
reimbursement  rate  was  set  in  the  Omnibus  Budget  Reconciliation  Act  of  1990.  At  that 
time,  Congress  also  instructed  the  Prospective  Payment  Advisory  Commission  (ProPAC) 
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to  submit  yearly  reports  examining  the  adequacy  of  the  payment  amount.  In  its  March 
1998  report,  ProPAC  (now  MedPAC)  recommended  a  2.7  percent  increase  in  the 
composite  rate.  HCFA  has  not  yet  analyzed  the  recommendation. 

STREAMLINE  MEDICARE  AUDITING  CAPABILITIES 

Mr.  Porter:  It  seems  that  the  federal  government  does  not  have  an  exemplary  record 
in  developing  new  technology  to  combat  waste,  fraud  and  abuse.  In  contrast,  the  private 
sector  does  appear  to  possess  the  necessary  expertise  and  experience.  In  efforts  to  combat 
fraud,  has  HCFA  examined  commercially-available  technology  that  would  streamline  the 
auditing  capabilities  of  Medicare  home  health  care  and  other  providers? 

Ms.  DeParle:  Auditing  of  home  health  and  other  providers  through  prepayment 
claims  review  or  postpayment  studies  to  identify  overpayments  begins  with  using  good 
detection  methods  that  identify  where  problems  exist.  HCFA  has  developed 
sophisticated  national  information  systems,  e.g.  the  HCFA  Customer  Information 
System,  or  HCIS,  that  help  us  and  our  contractors  to  target  areas  vulnerable  to  fraud  and 
abuse.  Moreover,  HCFA  has  continued  to  fund  local  contractors  in  purchasing  additional 
analytic  software  to  assist  in  targeting  problem  areas.  These  purchases  have  included 
commercial  software  developed  by  IBM,  i.e.  FAMS.  In  the  case  of  FAMS,  a  few  of  our 
contractors  continue  to  collaborate  with  IBM  on  further  development.  Due  to  the  variety 
and  complexity  of  HCFA's  systems,  a  single  commercial  software  package  can  not  serve 
all  needs  and  support  all  levels  of  expertise.  However,  HCFA  will  continue  to  investigate 
the  use  of  commercial  software  systems.  We  believe  that  our  continued  increase  in 
savings  over  the  last  9  years,  despite  decreasing  administrative  costs,  reflects  the  success 
of  our  contractors  to  use  analytic  tools  to  target  review  resources  more  efficiently. 

FRAUD  AND  ABUSE  PLAN 

Mr.  Porter:  In  a  statement  before  our  colleagues  on  the  Ways  and  Means  Committee, 
you  indicated  that  you  would  be  meeting  with  representatives  from  the  federal  and  private 
sectors  as  you  developed  a  comprehensive  Medicare  and  Medicaid  anti-fraud  and  abuse 
plan.  Please  describe  the  progress  that  you  are  making  in  this  area,  and  the  time-frame 
for  completion  of  this  plan. 

Ms.  DeParle:  We  have  been  working  to  develop  a  comprehensive  plan  for  fighting 
fraud,  waste,  and  abuse.  I  plan  to  meet  with  representatives  from  the  Federal  government 
and  the  private  sector  at  a  national  Medicare  Fraud  and  Abuse  conference  March  1 7  and 
March  18,  1998.  Our  comprehensive  plan  should  be  released  shortly  thereafter. 

HEALTH  INSURANCE  COUNSELING  AND  ASSISTANCE 

Mr.  Porter:  Does  HCFA  have  plans  to  increase  support  for  ICA  programs  above  the 
current  level  to  respond  to  the  tremendous  need  for  individual  counseling  and  assistance 
that  will  come  about  as  a  result  of  the  Balanced  Budget  Act?  If  not,  why  not? 
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Ms.  DeParle:  HCFA  currently  provides  $10  million  as  the  basic  level  of  effort  for 
beneficiary  health  insurance  counseling  and  assistance  services.  This  volunteer-based 
program  provides  a  cost-effective  and  essential  tool  in  the  educating  and  counseling  of 
beneficiaries  in  vital  areas  such  as  health  plan  choices,  fraud  and  abuse  prevention,  basic 
Medicare  coverage,  and  Medigap  insurance. 

Due  to  enactment  of  the  Medicare+Choice  provisions  of  the  Balanced  Budget  Act, 
HCFA  will  require  additional  resources  to  inform  and  educate  beneficiaries  about  their 
available  Medicare+Choice  options.  In  FY  1998,  HCFA  will  allocate  an  additional 
$5  million  towards  this  effort.  We  expect  that  this  need  will  continue  and  that  the 
counseling  role  of  our  State  partners  will  significantly  increase.  As  awareness  and 
interest  in  Medicare+Choice  options  increases,  we  anticipate  that  greater  numbers  of 
beneficiaries  will  depend  on  our  State  partners  to  assist  them  in  making  appropriate 
health  plan  choices. 

PHYSICIAN  DOCUMENTATION  GUIDELINES 

Mr.  Porter:  Has  HCFA  assessed  the  impact  of  physician  documentation  requirements 
on  patient  satisfaction,  accuracy  of  diagnosis,  biologic  and  medical  outcomes  or  patient 
compliance? 

Ms.  DeParle:  We  believe  that  the  new  documentation  guidelines,  which  were 
developed  in  cooperation  with  the  American  Medical  Association  (AMA),  will  have  a 
positive  impact  and  in  general  enhance  the  quality  of  care  received  by  Medicare 
beneficiaries.  Proper  documentation  helps  to  ensure  that  patients  obtain  the  services  they 
need. 

Both  HCFA  and  AMA  staff  have  sought  to  ensure  that  the  guidelines  are  consistent 
with  the  clinical  descriptors  and  definitions  contained  in  the  American  Medicaid 
Association  (AMA)  Current  Procedural  Terminology  (CPT)  manual.  By  helping  to 
identify  which  elements  constitute  an  evaluation  and  management  (E/M)  service 
including  the  history,  physical  examination  and  medical  decision-making  process,  these 
guidelines  assist  physicians  in  documenting  those  elements  in  the  medical  record  which 
justify  the  selection  of  a  given  code. 

We  welcome  and  encourage  the  involvement  of  physicians  in  this  process.  The  AMA 
has  asked  the  speciality  societies  to  comment  on  the  guidelines.  The  AMA  CPT  Editorial 
Panel  will  devote  a  major  portion  of  the  May  and,  if  necessary,  August  meetings  to  the 
subject  of  refining  guidelines  based  on  specialty  society  recommendations.  Additionally, 
the  AMA,  with  HCFA  participation,  is  hosting  a  one-day  meeting  in  Chicago  on 
April  27.  Both  the  AMA  and  HCFA  share  a  mutual  goal  to  help  inform  and  educate 
physicians  on  the  importance  of  proper  documentation. 

Mr.  Porter.  Might  physician  documentation  requirements  have  adverse  effects  on  the 
quality  of  history  taking  and  outcomes? 
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Ms.  DeParle:  We  do  not  think  so.  On  the  contrary,  we  believe  that  the 
documentation  guidelines  help  to  ensure  the  accuracy  and  thoroughness  of  the  history 
taking  and  in  general  enhance  the  quality  of  care  received  by  Medicare  beneficiaries.. 

The  documentation  guidelines  for  medical  histories  are  relatively  standard  and 
straightforward.  We  have  not  seen  evidence  of  an  adverse  impact  from  the  1995 
guidelines  on  family  practitioners,  internists  and  others  performing  multi-system 
examinations.  We  believe  that  this  will  continue  to  be  the  case  with  the  recently  released 
1997  guidelines  for  specialty  physicians  who  perform  examinations  on  a  limited  number 
organs. 

Mr.  Porter:  How  do  HCFA  documentation  requirements  affect  the  content  of  the 
medical  record  and  is  the  information  in  the  record  more  thorough  as  a  result  of  these  new 
guidelines? 

Ms.  DeParle.    We  believe  that  the  documentation  guidelines  help  to  enhance  the 
accuracy  and  thoroughness  of  the  information  in  the  medical  record. 

Mr.  Porter.  What  are  HCFA's  plans  in  terms  of  evaluating  the  effectiveness  of 
existing  and  new  documentation  guidelines  in  the  coming  year? 

Ms.  DeParle.  Both  HCFA  and  the  AMA  will  continue  to  work  with  physician 
groups,  including  specialty  societies,  to  refine  the  guidelines  and  lessen  the  perceived 
burden.  We  believe  that  a  consensus  can  be  achieved  without  compromising  the  accuracy 
and  thoroughness  of  the  documentation  in  the  medical  records. 

The  AMA  CPT  Editorial  Panel  will  devote  a  major  portion  of  the  May  and,  if 
necessary,  August  meetings  to  the  subject  of  refining  guidelines  based  on  specialty 
society  recommendations.  Additionally,  the  AMA,  with  HCFA  participation,  is  hosting  a 
one-day  meeting  in  Chicago  on  April  27.  Both  the  AMA  and  HCFA  share  a  mutual  goal 
to  help  inform  and  educate  physicians  on  the  importance  of  proper  documentation. 
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USER  FEES  AND  PATIENT  CARE 

Mr.  Bonilla:  In  addition  to  the  $95  million  appropriated  last  year,  HCFA's  budget 
calls  for  a  series  of  new  user  fees  to  generate  additional  funds.  It  seems  these  user  fees 
completely  undermine  the  achievements  of  the  Medicare  reform  bill  passed  by 
Congress  earlier  this  year. 

Imposing  user  fees  will  trickle  down  to  mean  less  service  for  patients.  Do  you 
believe  these  user  fees  will  detract  from  payments  that  should  be  going  for  patient  care? 

Ms.  DeParle:  We  do  not  believe  these  user  fees  will  trickle  down  to  mean  less 
service  for  patients.  Nor  will  these  fees  detract  from  payments  that  should  be  going  for 
patient  care.  The  amounts  charged  under  these  proposed  user  fees  are  reasonable  and 
will  not  impose  a  burden  on  providers.  There  are  waivers  for  those  for  whom  payment 
of  the  fee  would  be  unreasonable.  For  example,  there  would  be  a  paper  claims  waiver 
for  rural  providers.  It  is  totally  appropriate  to  charge  those  who  benefit  from  the 
Medicare  program  the  cost  of  doing  business  in  the  program. 

EDUCATION  OF  MEDICARE  BENEFICIARIES 

Mr.  Bonilla:  Has  HCFA  explored  utilizing  the  capacity  of  some  of  its  sister 
agencies  that  work  with  Medicare  beneficiaries,  such  as  Social  Security  Administration, 
in  conducting  its  education  activities? 

Ms.  DeParle:  HCFA  is  building  an  alliance  network  to  enlist  the  aid  of  national, 
State,  and  local  organizations  in  the  public  and  private  sectors.  These  organizations 
will  be  asked  to  serve  as  channels  of  transmission  for  program  activities,  messages  and 
materials  in  an  awareness  campaign  and  a  large-scale  national  education  effort.  As  part 
of  this  alliance  network,  HCFA  will  work  with  its  sister  agencies  such  as  the  Social 
Security  Administration,  the  Administration  on  Aging,  the  Office  of  Personnel 
Management,  and  the  Agency  on  Health  Care  Policy  and  Research,  as  well  as  other 
parts  of  the  Public  Health  Service. 

Mr.  Bonilla:  Has  HCFA  tapped  in  the  vast  amount  of  expertise  in  the  private  sector 
to  design  this  unprecedented  education  effort? 

Ms.  DeParle:  HCFA  is  building  an  alliance  network  to  enlist  the  aid  of  national, 
state,  and  local  organizations  in  the  public  and  private  sectors,  which  will  be  asked  to 
serve  as  intermediaries  in  an  awareness  campaign  and  a  large-scale  national  education 
effort.  One  objective  of  the  alliance  network  is  to  leverage  the  existing  expertise  in  the 
community  as  well  as  the  existing  community-based  networks  to  lay  the  foundation  of 
sustained  support  for  a  broad  base  of  public,  private  and  volunteer  community-level 
support. 
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In  addition,  HCFA  is  working  with  experts  in  the  field  of  market  research,  social 
marketing,  consumer  information  and  decision  making  to  ensure  that  we  are  using 
effective  beneficiary  information  and  education  strategies  to  implement  the  Medicare  + 
Choice  beneficiary  information  and  education  program. 

As  an  example  of  these  efforts,  we  are  working  with  experts  in  consumer 
information  and  decision  making  to  make  sure  that  information  is  presented  in  a 
manner  meaningful  to  the  consumer  and  is  written  at  level  that  takes  into  account  the 
literacy  and  level  of  understanding  of  the  beneficiary  audience.  In  addition, 
information  and  educational  materials  will  be  subjected  to  cognitive  and  focus  testing 
as  appropriate. 

Mr.  Bonilla:  Does  HCFA  plan  to  work  with  State  Area  Aging  Organizations  and 
other  senior  organizations  as  part  of  its  beneficiary  education  and  information 
campaign? 

Ms.  DeParle:  HCFA  is  building  an  alliance  network  to  enlist  the  aid  of  national, 
State,  and  local  organizations  in  the  public  and  private  sectors.  These  organizations 
will  be  asked  to  serve  as  intermediaries  —  channels  of  transmission  for  program 
activities,  messages  and  materials  —  in  an  awareness  campaign  and  a  large-scale 
national  education  effort.  One  objective  of  the  alliance  network  is  to  leverage  the 
existing  expertise  in  the  community  as  well  as  the  existing  community  based  networks 
to  lay  the  foundation  of  sustained  support  for  a  broad  base  of  public,  private  and 
volunteer  community-level  support. 

As  part  of  this  network  HCFA  will  work  with  these  organizations  and  many  others 
as  part  of  its  campaign.  In  addition  to  working  with  the  States,  advocacy  groups  (such 
as  AARP)  and  some  provider  organizations,  we  are  actively  seeking  employers  to  help 
share  information  about  Medicare+Choice  with  their  retirees-groups  that  share  a 
common  interest  in  informing  and  educating  Medicare  beneficiaries. 

Mr.  Bonilla:  As  you  know,  different  health  plan  choices  are  available  to 
beneficiaries  in  different  parts  of  the  country.  In  my  home  state  of  Texas,  for  example, 
seniors  who  live  in  San  Antonio  have  health  plan  choices  that  are  different  from  those 
who  live  in  Houston. 

What  steps  is  HCFA  taking  to  develop  an  education  campaign  that  provides 
relevant  information  to  Medicare  beneficiaries~as  opposed  to  a  "one-size-fits-all" 
approach? 

Ms.  DeParle:  HCFA's  "Medicare  Compare,"  the  Managed  Care  plans  comparison 
database,  will  be  available  on  the  Internet  for  public  use.  "Medicare  Compare" 
provides  a  wealth  of  information  on  managed  care  plans,  allowing  users  to  "comparison 
shop"  for  plans.  Users  can  look  up  information  in  different  areas,  by  state,  county  or 
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zip  code.  In  addition,  HCFA  will  send  to  beneficiaries  the  Medicare  Handbook,  which 
will  include  comparative  information  on  managed  care  plan  options  which  will  be 
targeted  to  the  market  in  which  the  beneficiary  resides. 

FALSE  CLAIMS  ACTIVITIES 

Mr.  Bonilla:  In  January,  I  wrote  Secretary  Shalala  to  call  the  Department's  attention 
to  Texas  Delegation  letters  sent  to  the  Texas  U.S.  Attorneys  and  the  Department  of 
Health  and  Human  Services'  Inspector  General  expressing  concerns  with  the 
application  of  the  False  Claims  Act  as  an  enforcement  tool  against  400  Texas  hospitals 
for  what  appears  to  be  a  billing  dispute,  rather  than  a  violation  of  the  FCA. 

While  we  absolutely  support  a  policy  of  zero  tolerance  for  fraud  and  we  applaud  the 
Department's  success  in  cracking  down  on  real  offenders,  we  question  whether  these 
400  hospitals  knowingly  and  intentionally  engaged  in  fraudulent  and  abusive  acts. 

I  received  a  response  on  this  issue  from  Secretary  Shalala  yesterday:  In  the  letter, 
Secretary  Shalala  states  that  the  Department  of  Justice  has  exclusive  legal  authority  for 
making  a  decision  on  any  action  under  the  False  Claims  Act.  I  understand  that  the  DOJ 
has  the  legal  authority,  but  it  is  the  Department  which  got  this  ball  rolling  by  imposing 
numerous,  cumbersome  regulations.  Frankly,  isn't  this  "passing  the  buck"  mentality 
impeding  the  delivery  of  health  care,  rather  than  enhancing  it? 

Ms.  DeParle:  The  Secretary  and  I  believe  that  it  is  appropriate  that  the  two 
Departments  involved  in  detecting  and  prosecuting  Medicare  fraud  and  abuse  each 
carry  out  the  functions  for  which  they  are  responsible.  As  you  note  from  the 
Secretary's  earlier  response,  the  legal  authority  for  instituting  an  action  under  the  False 
Claims  Act  rests  exclusively  with  the  Department  of  Justice.  The  HHS  Office  of 
Inspector  General  often  plays  a  supportive  role  by  providing  investigative  and  audit 
services,  and  by  carrying  out  its  responsibility  to  determine  whether  and  how  long  a 
provider  will  be  excluded  from  participation  in  Federal  health  programs,  which  may 
include  negotiation  of  compliance  agreements  in  lieu  of  exclusion. 

We  believe  that  this  division  of  responsibility  does  enhance  the  delivery  of  health 
care  by  providing  the  most  effective  and  impartial  method  of  handling  instances  in 
which  the  possibility  of  false  claims  activities  is  present. 

Mr.  Bonilla:  Please  provide  this  subcommittee  with  the  latest  activities  on  this 
issue. 

Ms.  DeParle:  I  am  not  in  a  position  to  tell  you  the  status  of  activities  in  the 
Department  of  Justice.  However,  in  response  to  your  concerns,  I  can  tell  you  that  the 
Secretary  has  been  informed  that  the  four  United  States  Attorney's  Offices  in  Texas 
have  invited  all  hospitals  that  are  being  pursued  under  the  False  Claims  Act  as  part  of 
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"Operation  Bad  Bundle"  to  discuss  any  objections  they  may  have,  including  the 
accuracy  of  the  data  being  used  to  calculate  potential  damages.  We  also  understand  that 
the  Department  of  Justice  will  be  responding  directly  to  your  concerns. 

Mr.  Bonilla:  How  many  HCFA  regulations  are  on  the  books  for  hospitals,  teaching 
hospitals  and  various  physicians? 

Ms.  DeParle:  As  you  know,  the  statute  leaves  the  specifics  of  Medicare 
reimbursement  to  be  spelled  out  by  the  Executive  Branch  in  regulation.  Subchapter  B 
of  Chapter  42  of  the  Code  of  Federal  Regulations  contains  those  regulations. 

USER  FEES  FOR  AUDIT  ACTIVITIES 

Mr.  Bonilla:  HCFA  has  proposed  that  it  will  collect  $395  million  in  user  fees  from 
health  care  providers  for  the  cost  of  reviewing,  settling  and  auditing  cost  reports. 
Please  explain  how  HCFA  arrived  at  the  figure  of  $395  million  for  these  activities. 

Ms.  DeParle:  The  proposal  to  generate  $395  million  in  user  fees  is  based  on  a  plan 
that  will  enable  us  to  roughly  double  the  number  of  reviews  and  audits  we  are  currently 
carrying  out. 

Mr.  Bonilla:  How  will  the  $395  million  in  user  fees  be  apportioned  among  different 
providers. 

Ms.  DeParle:  Every  provider  whose  reimbursement  is  determined  using  the 
reasonable  cost  method  will  be  assessed  a  fee.  The  fee  will  be  based  on  a  sliding  scale, 
ranging  from  about  $3,000  to  $40,000. 

Mr.  Bonilla:  Are  Medicare+Choice  organizations  included  among  the  providers 
who  will  be  assessed  these  user  fees? 

Ms.  DeParle:  No,  the  fee  will  be  assessed  only  on  providers  whose  reimbursement 
is  based  on  a  reasonable  cost  method,  and  who  are  therefore  subject  to  review, 
settlement  and  audit  of  cost  reports. 

MEDICARE+CHOICE  INFORMATION  EFFORTS 

Mr.  Bonilla:  Part  of  the  Medicare+Choice  education  campaign  is  intended  to 
provide  beneficiaries  with  comparative  health  plan  information,  in  order  to  ensure  that 
they  can  make  informed  choices.  I  believe  this  type  of  activity  can  be  helpful,  if  it 
offers  comparisons  of  benefits,  cost  sharing  and  out-of-pocket  costs.  However,  I  am 
concerned  that  HCFA  intends  to  spend  Medicare  dollars  on  informational  activities  that 
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may  be  meaningless  or  confusing  to  beneficiaries.  For  example,  HCFA  last  year 
engaged  in  an  effort  to  develop  a  standard  letter  to  beneficiaries  on  Medicare  grievance 
and  appeals  procedures.  This  letter  turned  out  to  be  several  pages  long  and  so  full  of 
legalese  that  it  proved  confusing  to  seniors. 

Can  you  give  me  examples  of  the  kinds  of  information  you  propose  to  make 
available  to  beneficiaries?  Have  you  consulted  with  beneficiary  organizations  to 
determine  whether  this  information  would  be  helpful  to  them?  Are  you  planning  focus 
groups  to  review  this  information? 

Ms.  DeParle:  In  accordance  with  the  legislation,  HCFA  must  mail  to  current 
beneficiaries  and  new  beneficiaries  when  they  enroll  general  information  on  Medicare 
and  comparative  information  on  Medicare+Choice  plans  available  in  the  area.  General 
information  includes  information  on  covered  benefits,  cost  sharing  and  balance  billing 
liability  under  the  original  fee-for-service  program;  election  procedures;  and 
information  on  rights  and  protections.  Comparative  information  includes  information 
on  health  plan  specific  supplemental  benefits  and  beneficiary  out  of  pocket  costs; 
premiums;  plan  service  areas;  and  other  plan  specific  information. 

Once  it  becomes  available,  plan  specific  information  on  quality  measures  such  as 
the  HEDIS  and  consumer  satisfaction  e.g.,  the  Consumer  Assessment  of  Health  Plan 
Survey,  findings  will  also  be  made  available  to  beneficiaries.  To  assist  it  in  this  effort, 
HCFA  is  working  with  experts  in  the  field  of  consumer  information  and  decision 
making  to  ensure  that  the  information  is  presented  in  a  manner  and  is  written  at  level 
that  takes  into  account  the  literacy  and  level  of  understanding  of  the  beneficiary 
audience.  In  addition,  information  and  educational  materials  will  be  subjected  to 
cognitive  and  focus  testing  as  appropriate. 

Mr.  Bonilla:  I  understand  one  of  the  ways  HCFA  plans  to  distribute  information  is 
through  health  fairs.  Has  HCFA  set  a  schedule  for  these  health  fairs?  Who  will 
participate  in  these  fairs:  only  HCFA  staff,  or  will  they  also  include  representatives  of 
Medicare+Choice  organizations,  large  employers,  beneficiary  advocates,  as  well  as 
HCFA  or  contracted  staff? 

Ms.  DeParle:  While  Medicare  is  a  national  program,  beneficiaries  interact  with  the 
health  system  locally.  A  community-based  infrastructure  is  essential  to  support  the 
counseling  needs  of  beneficiaries.  HCFA  will  be  seeking  approaches  to  develop  and 
leverage  existing  networks  of  community-based  organizations  that  can  be  used  to  assist 
beneficiaries.  We  anticipate  that  these  organizations  will  form  the  backbone  needed  for 
the  health  fairs  and  for  paid  and  non-paid  counselors  for  beneficiaries. 

HCFA  has  developed  a  plan  for  a  nationwide  publicity  and  educational  campaign  to 
inform  beneficiaries  of  their  health  plan  options  that  will  combine  and  coordinate  the 
efforts  of  HCFA,  including  its  regional  offices,  its  partners  and  contractors,  and 
community  based  organizations  throughout  the  country.  The  focal  points  of  HCFA's 
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campaign  are  that  it  be  interactive,  i.e.,  wall  afford  beneficiaries  the  opportunity  to  ask 
questions  and/or  obtain  counseling,  that  it  be  conducted  at  local  outlets  that 
beneficiaries  can  access,  and  that  it  take  place  at  the  optimal  time  period  of  beneficiary 
information  needs.  This  plan  will  incorporate  and  build  upon  existing  locally-based 
interactive  activities  currently  sponsored  by  these  organizations  either  individually  or  in 
cooperation  with  others. 

Further,  HCFA  intends  to  work  with  large  employers  to  assist  it  in  sharing 
information  about  Medicare+Choice  with  their  retirees.  These  activities  may  include 
participation  in  auditorium-type  fairs,  presentations  to  beneficiaries  and  other  interested 
parties  at  beneficiary  gathering  places,  interactive  television  shows,  radio  call-in  shows, 
strategically  placed  interactive  information  kiosks,  Internet  chat  and  news  groups,  and 
newspaper  question  and  answer  columns.  These  community  based  activities  will  begin 
with  awareness  building  and  will  take  place  in  late  summer  and  continue  through  the 
fall. 

MEDICARE+CHOICE  USER  FEE 

Mr.  Bonilla:  HCFA  has  indicated  that  it  intends  to  make  the  initial  application 
process  for  existing  Medicare  health  plans  to  convert  to  Medicare+Choice  plans  fairly 
simple  and  streamlined.  At  the  same  time,  HCFA  has  requested  $37  million  in  user 
fees  from  Medicare+Choice  organizations  for  reviewing  initial  applications  and 
contract  renewals. 

Please  describe  the  initial  application  and  renewal  process  for  health  plans  wishing 
to  become  a  Medicare+Choice  organization  and  why  they  should  necessitate 
$37  million  in  user  fees. 

Ms.  DeParle:  The  purpose  of  this  fee  is  to  recover  the  costs  incurred  by  HCFA  in 
reviewing  the  application  of  a  managed  care  plan  to  obtain  a  Medicare  contract  and 
thus  become  a  Medicare+Choice  organization.  Because  these  plans  will  benefit  from 
this  program,  it  is  reasonable  to  expect  them  to  pay  the  costs  of  doing  business  in  the 
program. 

The  costs  associated  with  processing  managed  care  plan  applications,  the  annual 
renewal  of  contracts,  and  the  monitoring  of  managed  care  plans,  currently  come  out  of 
HCFA's  administrative  budget.  HCFA  staff  visit  the  organization  to  conduct  a  legal 
review  of  the  entity  and  its  administration.  This  review  includes  monitoring  for  fiscal 
soundness  and  all  other  requirements  that  the  plan  must  meet  to  participate  in  Medicare. 
We  also  conduct  an  in-depth  review  of  the  plan's  health  services  delivery  network, 
marketing  materials,  benefit  packages,  and  enrollment  and  disenrollment  procedures. 

The  rate  of  growth  in  the  number  of  managed  care  plans  has  averaged  almost 
23  percent  in  recent  years  and  the  number  of  plans  we  contract  with  will  increase 
significantly  with  the  implementation  of  the  Medicare+Choice  program.  Obtaining  the 
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resources  necessary  to  deal  with  this  increasing  workload  from  a  user  fee,  to  be  paid  by 
those  organizations  that  benefit  directly  from  HCFA's  activities,  seems  both  prudent 
and  reasonable.  The  proposed  fee  is  to  cover  the  costs  associated  with 
Medicare+Choice  plans  acquiring  a  Medicare  contract  for  which  there  is  currently  no 
charge. 

PAPER  CLAIMS  USER  FEE 

Mr.  Bonilla:  I  understand  that  providers  in  rural  areas  may  receive  waivers  from 
user  fee  for  processing  paper  claims?  How  would  these  providers  qualify  for  the 
waiver  and  how  will  the  waiver  process  operate? 

Ms.  DeParle:  In  preparation  for  enactment  of  all  proposed  FY  1999  user  fees, 
including  the  paper  claims  user  fee,  HCFA  staff  are  currently  convening  internal 
workgroups  to  plan  and  develop  a  viable  user  fee  implementation  process.  There  are 
numerous  issues  that  must  be  considered  in  designing  the  paper  claims  waiver  process 
for  providers,  including  issues  of  equity  and  administrative  feasibility.  HCFA  is 
committed  to  its  goal  of  developing  a  user  fee  process  that  is  fair  and  equitable,  and 
meets  the  collective  interests  of  both  the  Medicare  program  and  provider  community. 
HCFA  anticipates  the  paper  claim  user  fee,  if  authorized  by  Congress,  must  be 
effectuated  by  Federal  regulation 

EPO  PAYMENT  POLICY 

Mr.  Bonilla:  Approximately  10  years  ago,  biotechnology  researchers  developed  a 
synthetic  version  of  the  hormone  erythropoietin  (EPO)  that  has  the  remarkable  ability 
to  help  chronically  ill  individuals  produce  red  blood  cells  and  therefore  reduce  the 
complications  of  anemia.  Effective  September  1 ,  1 997,  however,  HCFA  modified  its 
reimbursement  policy  for  EPO.  The  new  policy  provides  reimbursement  on  a  rolling 
90-day  average,  and  reimbursement  is  denied  if  the  average  rate  is  above  the  new 
ceiling.  This  has  resulted  in  dialysis  providers  reducing  the  level  of  EPO  administered 
in  order  to  assure  that  all  individuals  remain  below  the  target.  Many  members  of 
Congress  have  heard  from  many  patients  who  are  receiving  reduced  levels  of  EPO  or 
who  are  having  anemia  treatments  withheld  altogether.  Report  language  encouraging 
the  Department  to  review  the  revised  EPO  reimbursement  policy  was  included  in  the 
FY  1998  Labor,  Health  and  Human  Services  and  Education  Appropriations  Act.  What 
is  the  status  of  this  payment  policy?  What  has  been  the  agency's  response  to  the 
numerous  requests  encouraging  review  of  the  new  payment  policy? 

Ms.  DeParle:  Given  normal  time  lags  in  submitting  and  processing  claims,  we  did 
not  have  even  preliminary  data  on  the  impact  of  the  new  policy  until  December.  That 
preliminary  data  did  not  indicate  any  negative  impact.  Additional  data  which  became 
available  in  February,  while  still  not  indicating  any  negative  impact,  did  appear  to  show 
that  the  steady  improvement  in  the  percentage  of  patients  within  the  target  hematocrit 
range  (30-36  percent)  has  at  least  temporarily  leveled  off.  Fostering  improvement  in 
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this  area  was  a  major  focus  of  joint  quality  improvement  efforts  by  the  renal 
community  and  HCFA.  Because  there  appeared  to  be  no  further  improvement  since  the 
new  policy  was  implemented,  HCFA  began  to  reexamine  this  policy  and  develop 
alternatives. 

Based  on  this  reassessment,  on  March  10,  1998,  I  announced  a  revised  policy  with 
two  components.  First,  we  have  reinstated  a  medical  justification  policy  to  allow 
physicians  discretion  to  exceed  the  36  percent  hematocrit  level  for  selected  patients  as 
needed.  Second,  in  the  absence  of  medical  justification,  if  the  hematocrit  level  for  a 
given  month  exceeds  36  percent  and  the  90-day  rolling  average  exceeds  36.5  percent, 
payment  for  that  month  will  be  reduced  rather  than  denied  (i.e.,  a  "partial"  denial  rather 
than  a  complete  denial  for  the  whole  month).  Payment  will  be  made  at  the  lower  of  the 
actual  dosage  administered  or  80  percent  of  the  allowable  dosage  for  the  previous 
month.  In  the  months  ahead,  HCFA  will  work  with  the  renal  community  to  develop 
guidelines  regarding  when  it  is  medically  appropriate  for  patients  to  exceed  the 
36  percent  standard  in  order  to  ensure  that  the  medical  justification  policy  is  not  subject 
to  abuse. 
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MEDICARE+CHOICE  IMPLEMENTATION 

Mr.  Miller:  The  BBA  included  an  extensive  expansion  of  Medicare  opportunities 
which  will  revolutionize  the  way  this  country  provides  health  care  to  its  seniors.  Is 
HCFA  up  to  the  challenge  of  providing  the  seniors  with  the  information  they  need  to 
make  the  proper  choices? 

Ms.  DeParle:  Yes,  HCFA  is  up  for  the  challenge  of  providing  seniors  with 
information  to  make  informed  health  care  choices.  We  have  done  extensive  planning  and 
analysis  and  are  working  with  experts  in  this  field  to  develop  an  education  campaign  that 
will  be  successful  in  achieving  this  goal.  We  have  also  taken  into  consideration  the  need 
to  fulfill  these  requirements  with  the  funding  that  is  available.  Even  though  this  task  is 
going  to  be  extremely  complicated,  it  is  my  belief  that  our  overall  BBA  information 
campaign  will  be  well  received  and  will  meet  the  needs  of  Medicare  beneficiaries. 

We  have  developed  a  layered  information  dissemination  plan  for  marketing 
Medicare+Choice  to  Medicare  beneficiaries.  Using  a  layered  information  dissemination 
plan  will  allow  us  and  our  partners  to  market  Medicare+Choice  in  stages,  thereby  making 
the  information  easier  for  beneficiaries  to  understand  and  comprehend.  It  is  our  intention 
not  to  confuse  beneficiaries  by  providing  them  with  vast  amounts  of  complicated 
materials  all  atjonce.  The  layered  marketing  plan  consists  of  three  Tiers;  (Tier  1)  basic 
information,  (tier  2)  detailed  information,  and  (Tier  3)  special  case  counseling.  These 
tiers  will  also  be  tailored  to  meet  the  particular  needs  of  a  specific  target  audience  and 
staged  through  1998-2002. 

INFORMATION  AND  EDUCATION  STRATEGIES 

Mr.  Miller:  I  have  a  Ph.D.  in  marketing  and  I  understand  the  importance  of  making 
an  idea  or  plan  work.  What  models  have  you  used  to  structure  HCFA's  strategies? 

Ms.  DeParle:  The  national  Medicare  beneficiary  information  and  education  program 
is  grounded  on  social  marketing  principles.  Our  approach  will  be  consumer  centered, 
population  based,  culturally  sensitive,  needs  targeted,  outcome  oriented  and  partnership 
intensive.  The  information  and  education  efforts  will  focus  on  ensuring  that  beneficiaries 
receive  easily  understandable  information  on  program  benefits,  beneficiary  choice  and 
health  promotion. 

HCFA  plans  to  identify  beneficiary  information  and  education  service  needs  through 
various  types  of  market  research.  We  will  continuously  analyze  and  profile  the 
beneficiary  population  to  determine  basic  characteristics  including  who  they  are,  where 
they  are,  their  health  and  functional  status  and  the  dynamics  of  how  these  factors  change 
over  time.  This  will  enable  us  to  segment  the  beneficiary  population  into  subgroups  that 
may  have  unique  needs.  Diverse  populations  require  customer  service  efforts  responsive 
to  their  needs,  especially  for  potentially  vulnerable  population  subgroups. 


337 


Information  will  be  gathered  at  the  national  and  local  levels  and  will  be  updated  on  an 
ongoing  basis,  using  input  from  representatives  experienced  in  dealing  with  special 
populations,  such  as  beneficiary  advocacy  groups;  focus  groups  of  beneficiaries  to 
explore  their  needs  and  preferences;  surveys,  to  produce  population-based  estimates  of 
the  level  of  need  for  services;  benchmarking  of  outstanding  consumer  information  and 
customer  service  organizations. 

HCFA  will  measure,  evaluate,  and  document  intervention  outcomes  to  establish  an 
evaluation  framework  to  articulate  measurable  goals  for  beneficiary  information  and 
education  functions.  Developing  performance  measures  will  allow  us  to  solicit  feedback 
on  beneficiary  satisfaction  and  analyze  processes  to  achieve  goals  for  continuous 
improvement  and  optimal  service. 

Mr.  Miller:  Do  you  have  a  proposed  time  line  for  making  this  information  available? 

Ms.  DeParle:  Yes,  we  do  have  a  proposed  time  line  for  making  this  information 
available  to  Medicare  beneficiaries.  Our  new  Medicare  consumer  information  Internet 
site  (medicare.gov)  is  scheduled  to  be  available  this  month  (March).  It  is  our  plan  to  mail 
Medicare+Choice  comparative  materials  to  all  beneficiaries  this  fall.  A  toll-free  call 
center  will  be  implemented  by  a  private  sector  contractor  in  FY  1 998  and  should  be  in 
operation  for  FY  1999.  HCFA  will  also  conduct  health  fairs  throughout  late  summer  and 
the  fall  to  try  to  reach  as  many  beneficiaries  as  possible  to  help  adequately  explain  some 
of  the  changes  in  the  Medicare  program  including  the  new  Medicare+Choice  options. 

Mr.  Miller:  Do  you  have  a  way  for  disseminating  the  information  to  a  target 
audience? 

Ms.  DeParle:  HCFA's  "Medicare  Compare,"  the  managed  care  plans  comparison 
database,  will  be  available  on  the  Internet  for  public  use.  "Medicare  Compare"  provides 
a  wealth  of  information  on  managed  care  plans,  allowing  users  to  "comparison  shop"  for 
plans.  Users  can  look  up  information  in  different  areas,  by  State,  county  or  zio  code.  In 
addition,  HCFA  will  send  the  Medicare  Handbook  to  beneficiaries,  which  will  include 
comparative  information  on  managed  care  plan  options  targeted  to  the  market  in  which 
the  beneficiary  resides. 

In  addition,  HCFA  has  several  initiatives  planned  to  access  general  target  audiences, 
as  well  as  special  needs  and  hard  to  reach  audiences.  We  will  use  various  channels  to 
reach  these  groups,  such  as  mailing  comparative  materials,  maintaining  an  Internet  site, 
partnering  with  numerous  community  based  organizations,  and  conducting  health 
information  fairs.  HCFA  will  also  continue  to  meet  with  numerous  organizations  to 
assess  the  needs  of  certain  beneficiary  groups.  One  example  of  this  is  our  relationship 
with  the  Asian  Pacific  Islanders  Group. 
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MEDICARE+CHOICE  ENACTMENT 

Mr.  Miller:  What  happens  if  the  Medicare+Choice  changes  have  not  been  fully 
enacted  in  time  for  November's  open  enrollment  season? 

Ms.  DeParle:  Changes  resulting  from  the  Medicare+Choice  program  will  begin  to  be 
effective  in  the  latter  part  of  1998,  with  market  driven  increases  in  plan  options  occurring 
thereafter.  HCFA  has  embarked  on  an  ongoing  education  and  publicity  campaign  to 
inform  Medicare+Choice  eligible  individuals  of  their  health  care  options,  and  we  will 
build  upon  this  effort  as  more  options  become  available. 

Mr.  Miller:  This  is  a  huge  undertaking.  What  additional  resources  will  HCFA  require 
—  personnel,  computers,  outside  grants,  etc.? 

Ms.  DeParle:  The  Medicare+Choice  beneficiary  information  and  education  program 
is  a  huge  undertaking.  HCFA  has  done  research  to  determine  the  amount  of  funding 
needed  in  FY  1998  and  we  have  decided  to  conduct  all  required  BBA  education  activities 
at  a  level  that  can  be  achieved  with  $95  million  along  with  support  from  ongoing  agency 
programs.  These  funds  will  be  used  to  make  major  investments  in  the  information 
technology,  knowledge,  management  and  community-based  support  infrastructure  to 
ensure  that  people  with  Medicare  receive  accurate,  easy-to-understand  information  about 
their  benefits,  rights,  health  and  health  insurance  options  so  that  can  become  more  active 
participants  in  their  health  care  decisions. 

The  scope  and  amount  of  information  we  provide  has  to  be  determined  by  the  amount 
of  resources  that  are  available  as  well  as  reallocation  of  base  resources.  I  have  made  a 
major  commitment  to  allocate  hiring  authority  to  support  this  endeavor.  As  your  question 
implies,  newly-hired  staff  will  require  additional  funding  support  for  training,  travel,  and 
additional  work  stations,  especially  personal  computers.  HCFA  intends  to  use  the  full 
amount  available  through  user  fees  along  with  reasonable  reallocation  of  existing 
program  resources  to  create  the  best  possible  information  campaign  for  helping 
beneficiaries  make  informed  health  plan  choices. 

MEDICARE  CONTRACTOR  FUNDING 

Mr.  Miller:  In  your  budget  recommendation,  you  are  relying  on  $166  million  in  user 
fees  in  FY  1999  for  the  Medicare  contractor  budget.  What  will  HCFA  do  if  the  new  user 
fees  to  finance  the  Medicare  contractor  program  are  not  approved?  Specifically,  what 
would  be  the  impact  on  fraud  and  abuse  detection,  prompt  payment  of  claims,  timely 
resolution  of  appeals  and  beneficiary  and  provider  education  and  communication  efforts? 

Ms.  DeParle:  Approval  of  HCFA's  FY  1999  user  fee  proposals  is  essential  for 
bringing  about  program  reforms  in  order  to  realize  the  promise  of  last  year's  bipartisan 
balanced  budget  plan. 
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Failure  to  receive  user  fee  financing  would  cause  undesirable  consequences  in  the 
Medicare  contractor  program,  and  eliminate  HCFA's  ability  to  implement  program 
reforms  in  Medicare  contractor  operations  as  assumed  through  the  user  fee  proposals. 
Obviously,  a  $  1 66  million  reduction  in  funding  for  the  Medicare  contractor  budget  could 
disrupt  claims  payment,  customer  service,  and  productivity  improvement  elements  of  the 
program.  In  addition,  fraud  and  abuse  efforts  in  the  area  of  claims  processing  edits  may 
potentially  be  placed  at  risk.  Managing  claims  processing  operations  at  this  reduced 
funding  level  in  FY  1999  would  be  irresponsible  and  unacceptable. 

Mr.  Miller:  In  a  January  9,  1998  HCFA  note  to  all  Contractors,  HCFA  instructed 
contractors  to  take  a  number  of  actions  to  operate  within  approved  1 998  funding  levels. 
For  example,  contractors  were  instructed  to  reduce  the  number  of  check  runs  that  are 
performed  on  a  weekly  basis,  even  if  that  meant  contractors  would  miss  claims 
processing  timeliness  requirements,  which  will  necessitate  payment  of  interest.  Won't 
this  mean  that  provider  payments  will  be  slowed  down  this  year?  Do  you  need  more 
money  for  Contractors  in  1998? 

Ms.  DeParle:  The  intent  of  HCFA's  January,  9  1998  note  to  all  contractors  was  to 
allow  contractors  more  flexibility  as  they  operate  within  approved  FY  1998  funding 
levels.  For  example,  the  note  allowed  contractors,  at  their  own  discretion,  to  take  specific 
actions,  including  the  reduction  of  check  runs.  In  fact,  many  contractors  have  decided  not 
to  reduce  their  current  number  of  check  runs.  Some  provider  payments  will  be  impacted, 
but  not  significantly  since  the  most  dramatic  reduction  is  from  twice  a  week  payment  to 
once  per  week. 

In  assessing  the  impact  on  contractor  operations,  HCFA  learned  that  most  contractors 
would  be  able  to  operate  within  approved  FY  1 998  funding  levels  without  reducing  the 
current  level  of  weekly  check  runs.  The  statute  requires  that  contractors  process 
95  percent  of  "clean"  claims  within  mandated  processing  timeframes.  HCFA  recognizes 
that  in  some  instances  claims  processing  may  exceed  allowed  processing  timeframes. 
However,  due  to  the  small  number  of  claims  potentially  affected,  the  overall  impact  of 
these  claims  on  timeliness,  prompt  payment,  and  interest  payment  is  nominal,  if  any. 

At  this  time,  we  believe  the  FY  1 998  funding  level  for  Medicare  contractors  is 
sufficient.  Of  course,  we  will  continue  to  closely  monitor  contractor  claims  processing 
operations  throughout  FY  1998. 

BALANCED  BUDGET  ACT  INITIATIVES 

Mr.  Miller:  How  has  HCFA  handled  the  reduced  funding  amount  of  $95  million? 
Have  you  prioritized  initiatives  (e.g.  focused  on  handbook  development,  delayed 
implementation  of  hotline  and/or  web  site)? 
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Ms.  DeParle:  As  a  result  of  the  pared-down  funding,  HCFA  still  plans  to  implement 
all  of  the  initiatives,  but  with  a  "level  of  effort"  that  can  be  achieved  with    $95  million. 
We  have  prioritized  our  needs  according  to  the  Committee's  language  in  the  conference 
report.  These  priorities  would  include  publishing  a  comparative  booklet  to  be  mailed  to 
beneficiaries  describing  Medicare+Choice  options  and  comparing  these  options  to  fee- 
for-service  Medicare  and  Medigap  policies,  contracting  for  a  toll-free  number  and 
implementing  and  maintaining  a  Medicare+Choice  Internet  site.  Disseminating 
information  through  health  fairs,  local  beneficiary  information  centers,  and  other  forms  of 
public  relations  will  also  serve  as  our  priorities. 

Mr.  Miller:  Has  HCFA  done  any  additional  research  or  budgetary  analysis  to 
determine  more  accurately  how  much  money  is  needed  to  fund  the  various  beneficiary 
education  activities  required  under  BBA? 

Ms.  DeParle:  HCFA  has  done  research  to  determine  the  amount  of  funding  needed  in 
FY  1 998  and  we  have  decided  to  conduct  all  required  Medicare+Choice  education 
activities  at  a  level  that  can  be  achieved  with  $95  million.  The  scope  and  amount  of 
information  we  provide  has  to  be  determined  by  the  amount  of  resources  that  are 
available.  It  is  our  intention  to  use  the  full  amount  available  to  create  the  best  possible 
information  campaign  for  helping  beneficiaries  make  informed  health  plan  choices.  The 
President's  FY  1999  Budget  reflects  the  amount  of  funding  we  estimate  to  be  needed  to 
fully  carry  out  the  various  beneficiary  activities  required  under  BBA. 

Other  provisions  of  the  Balanced  Budget  Act,  notably  the  Children's  Health  Insurance 
Program,  include  beneficiary  education  activities  which  will  be  funded  in  the  Program 
Management  account. 

Mr.  Miller:  How  much  money  has  HCFA  spent  to  date  on  these  programs?  Have 
your  estimates  of  needed  funding  for  FY  1998  been  on  target? 

Ms.  DeParle:  HCFA  has  spent  approximately  $2  million  thus  far  from  collected  user 
fees  in  FY  1998  on  Medicare+Choice  related  activities  plus  an  additional  $4  million  in 
non-user  fee  funding  to  support  this  effort.  These  activities  have  focused  on  planning, 
technical  assessment  of  our  approaches  for  sharing  information,  implementing  the  first 
stages  of  the  information  and  education  campaign,  e.g.,  building  the  website  and 
integrating  all  of  the  project  activities  related  to  Medicare+Choice. 

The  remaining  funding  will  be  disbursed  with  the  majority  of  the  funds  being 
obligated  in  the  third  and  fourth  quarter  of  FY  1998.  Our  preliminary  estimates  on  these 
initiatives  have  been  on  target.  We  will  continue  to  negotiate  with  private  sector 
contractors  to  make  sure  that  we  develop  contracts  within  the  limited  funding  constraints. 
A  large  part  of  the  FY  1998  user  fee  funding  will  be  used  for  the  Medicare+Choice 
comparative  materials  and  the  toll-free  call  center. 
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Mr.  Miller:  Has  HCFA  done  any  research  (including  consultations  with  Medicare 
health  plans)  to  assess  the  potential  utilization  of  the  national  hotline,  web  site  and  health 
fairs?  Do  you  plan  to  evaluate  these  options  to  ensure  that  they  are  providing  useful 
information  to  beneficiaries  to  help  them  make  informed  coverage  decisions? 

Ms.  DeParle:  HCFA  is  in  the  process  of  performing  such  research.  We  have 
contracted  with  Arthur  Andersen  to  provide  technical  assessment  of  the  issues  and 
options  to  be  considered  in  building  the  Medicare+Choice  beneficiary  education  and 
consumer  information  infrastructure.  Andersen  has  drawn  from  comparable  industry 
experience  to  estimate  beneficiaries'  expected  use  of  the  toll  free  number  and  is  working 
with  us  to  anticipate  and  meet  the  demand  on  the  website  and  of  the  print  materials. 
Further,  to  address  the  issue  of  intensity  (length  and  complexity)  and  volume  of  inquiries 
and  of  consumer  satisfaction  with  the  information  and  services  provided,  we  will 
incorporate  measurements  in  the  operation  of  each  of  the  communication  channels.  In 
addition,  HCFA's  Medicare+Choice  program  education  messages  will  be  focus  group 
and  cognitively  tested  with  representative  groups  of  Medicare  beneficiaries  to  ensure  that 
consumers  receive  accurate  and  easily  understandable  information  which  they  will  use  to 
become  more  active  participants  in  their  health  care  decisions.  HCFA  will  evaluate  the 
results  of  these  research  efforts  to  ensure  that  informational  and  educational  activities 
address  adequately  the  needs  of  the  beneficiary  population. 

BENEFICIARY  EDUCATION  PROGRAM 

Mr.  Miller:  Could  you  please  describe  the  status  of  various  initiatives  included  under 
the  Medicare+Choice  Beneficiary  Education  Program?  Is  the  web  site  in  operation  and 
are  beneficiaries  able  to  access  information  such  as  the  HMO  comparison  chart  on 
benefits,  premiums,  and  cost-sharing? 

Ms.  DeParle:  HCFA  is  on  schedule  with  the  various  initiatives  included  under  the 
Medicare+Choice  Beneficiary  Education  Program.  HCFA's  new  consumer  information 
Internet  site,  medicare.gov,  is  scheduled  to  be  available  this  month  (March).  This  web 
site  will  include  Medicare  Compare,  the  interactive  database  with  the  HMO  comparison 
chart  on  benefits,  premiums,  and  cost-sharing. 

We  plan  to  have  the  majority  of  our  implementation  activities  for  the  toll-free  call 
center  completed  during  FY  1998,  so  the  center  can  be  fully  operational  in  FY  1999. 
This  activity  is  very  extensive  and  will  require  a  lot  of  effort  from  HCFA  and  the  private 
sector  contractor  who  will  operate  the  center.  The  call  center  will  receive  a  lot  of  calls 
and  it  is  crucial  that  representatives  have  adequate  training  to  handle  the  different  types  of 
questions  that  Medicare  beneficiaries  will  have. 

Publishing  and  mailing  the  Medicare+Choice  comparative  information  is  on  schedule 
for  a  fall  mailing.  Compiling  this  type  of  information  for  the  first  time  and  having  the 
information  for  specific  areas  is  an  important  and  complicated  task.  HCFA  and  a 
contractor  will  continue  to  explore  effective  and  efficient  dissemination  strategies. 
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HCFA  has  developed  a  plan  for  a  nationwide  publicity  and  education  campaign  to 
inform  beneficiaries  of  their  health  plan  options  that  will  combine  and  coordinate  the 
efforts  of  HCFA,  including  its  regional  offices,  its  partners  and  contractors,  and 
community  based  organizations  throughout  the  country.  The  focal  points  of  HCFA's 
campaign  are  that  it  be  interactive,  i.e.,  will  afford  beneficiaries  the  opportunity  to  ask 
questions  and/or  obtain  counseling,  that  it  be  conducted  at  local  outlets  that  beneficiaries 
can  access,  and  that  it  take  place  at  the  optimal  time  period  of  beneficiary  information 
needs. 

This  plan  will  incorporate  and  build  upon  existing  locally-based  interactive  activities 
currently  sponsored  by  these  organizations  either  individually  or  in  cooperation  with 
others.  Further,  HCFA  intends  to  work  with  large  employers  to  assist  in  sharing 
information  about  Medicare+Choice  with  their  retirees.  These  activities  may  include 
participation  in  auditorium  type  fairs,  presentations  to  beneficiaries  and  other  interested 
parties  at  beneficiary  gathering  places,  interactive  television  shows,  radio  call-in  shows, 
strategically  placed  interactive  information  kiosks,  Internet  chat  and  news  groups,  and 
newspaper  question  and  answer  columns.  These  community  based  activities  will  begin 
with  awareness  building  and  will  take  place  in  late  summer  and  continue  through  the  fall. 

PERIODIC  EXPENDITURE  ASSESSMENTS 

Mr.  Miller:  Has  HCFA  begun  periodic  assessments  of  actual  program  expenditures  to 
ensure  funds  that  exceed  program  needs  are  not  collected? 

Ms.  DeParle:  Yes,  HCFA  has  begun  periodic  assessments  to  ensure  that  funds 
collected  do  not  exceed  actual  program  expenditures.  We  have  concluded  that  the  full 
$95  million  will  be  collected  in  FY  1998  and  that  this  full  amount  will  be  obligated 
during  this  fiscal  year  to  meet  program  needs. 

Mr.  Miller:  In  evaluating  the  cost  effectiveness  of  Beneficiary  Information  activities, 
has  HCFA  identified  a  point  of  diminishing  returns  at  which  it  makes  more  sense  to 
spend  Medicare  monies  on  patient  care  rather  than  on  information  and  marketing 
activities? 

Ms.  DeParle:  The  purpose  of  ensuring  that  Medicare  beneficiaries  receive  accurate, 
easy-to-understand  information  about  their  benefits,  rights,  and  health  insurance  options 
is  so  that  they  can  become  more  active  participants  in  their  health  care  decisions.  HCFA 
is  committed  to  providing  the  information  and  education  necessary  to  empower 
beneficiaries  to  make  health  and  health  insurance  decisions  which  are  best  for  them.  In 
addition,  HCFA  takes  very  seriously  its  stewardship  of  the  Medicare  and  Medicaid 
programs.  We  will  implement  the  beneficiary  information  and  education  programs  in  a 
manner  that  allows  us  to  realize  both  of  these  responsibilities. 
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NATIONWIDE  CONSUMER  SATISFACTION  SURVEY 

Mr.  Miller:  HCFA  has  just  developed  a  nationwide  consumer  satisfactions  survey 
that  will  be  sent  to  Medicare  beneficiaries,  and  I  understand  that  this  survey  information 
will  be  available  to  beneficiaries  as  part  of  the  new  Beneficiary  Education  program. 

Why  has  HCFA  decided  to  send  this  survey  only  to  Medicare  managed  care 
beneficiaries  and  leave  fee-for-service  beneficiaries  out  of  the  survey? 

Ms.  DeParle:  Although  only  Medicare  managed  care  enrollees  are  currently  receiving 
the  satisfaction  survey,  fee-for-service  beneficiaries  will  be  surveyed  in  the  future.  To 
help  inform  the  choice  between  managed  care  and  fee-for-service  Medicare,  HCFA,  in 
collaboration  with  the  Agency  for  Health  Care  Policy  and  Research  (AHCPR),  is 
developing  a  similar  satisfaction  survey  for  Medicare  beneficiaries  receiving  care  through 
the  traditional  fee-for-service  sector.  Currently,  HCFA  is  in  the  process  of  modifying  the 
questionnaire  for  beneficiaries  in  the  fee-for-service  sector  and  making  plans  for 
cognitive  and  field  testing  of  the  revised  questionnaire. 

Mr.  Miller:  Wouldn't  it  be  useful  to  have  information  on  the  satisfaction  rates  of  fee- 
for-service  beneficiaries  to  compare  to  the  satisfaction  rates  of  Medicare  managed  care 
beneficiaries? 

Ms.  DeParle:  Yes,  it  would  be  useful  to  have  this  type  of  information.  To  address  this 
need,  HCFA  is  working  with  AHCPR  to  develop  a  similar  survey  for  beneficiaries 
receiving  care  from  traditional  fee-for-service  providers. 

Mr.  Miller:  Why  are  we  focusing  on  managed  care  first? 

Ms.  DeParle:  We  decided  to  focus  on  managed  care  first  because  numerous  surveys 
were  available  that  managed  care  plans  used  to  measure  beneficiary  satisfaction.  HCFA 
was  able  to  work  with  AHCPR  to  develop  a  survey  that  included  the  fundamental  factors 
that  plans  had  already  identified.  In  addition,  we  developed  new  measures  that  fit  the 
particular  needs  of  Medicare  beneficiaries.  Another  key  reason  for  surveying  managed 
care  beneficiaries  first  is  that  managed  care  plans  can  clearly  and  easily  be  identified  as 
an  accountable  entity. 

BENEFICIARY  EDUCATION  PROGRAM 

Mr.  Miller:  When  HCFA  was  putting  together  this  Beneficiary  Education  program, 
did  you  review  and  assess  the  educational  programs  that  are  currently  available  to 
Medicare  beneficiaries?  I  am  particularly  thinking  about  the  states'  health  insurance 
counseling  programs  which  operate  on  a  shoestring  budget  with  just  a  few  paid  staffers. 
Many  of  these  programs  put  out  extensive  amounts  of  comparative  health  plan 
information  and  it  would  appear  that  much  of  HCFA  efforts  would  be  seen  as  duplicative. 
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Ms.  DeParle:  HCFA  is  building  an  alliance  network  to  enlist  the  aid  of  national, 
state,  and  local  organizations  in  the  public  and  private  sectors.  As  part  of  this  activity, 
HCFA  will  work  with  these  organizations  and  many  others  to  learn  from  the  successes 
that  they  have  achieved  in  informing  and  educating  people  with  Medicare.  In  addition, 
these  organizations  will  be  asked  to  serve  as  channels  of  transmission  for  program 
activities,  messages  and  materials  in  an  awareness  campaign  and  a  large-scale  national 
education  effort.  One  objective  of  the  alliance  network  is  to  leverage  the  existing 
expertise  in  the  community  as  well  as  the  existing  community  based  networks  to  lay  the 
foundation  of  sustained  support  for  a  broad  base  of  public,  private  and  volunteer 
community-level  support. 

Fiscal  Year  1995  was  the  last  year  Congress  funded  the  Information,  Counseling,  and 
Assistance  grants  as  a  line  item  budget  activity;  however,  recognizing  the  importance  of 
the  services  of  our  partners  in  the  States,  HCFA  has  continued  to  provide  limited  funding, 
($10  million  annually)  to  States  through  grants  to  support  health  insurance  counseling 
and  assistance  programs.  These  programs  are  largely  devoted  to  handling  special  case 
counseling  of  a  very  limited  number  of  Medicare  beneficiaries  often  to  resolve  very 
complex  health  insurance  and  health  care  issues.  While  one-on-one  counseling  is  a  very 
important  function,  the  broad  mandate  to  educate  people  with  Medicare  to  ensure  that 
they  receive  accurate,  easy-to-understand  information  so  that  they  can  become  more 
active  participants  in  their  health  care  decisions  cannot  only  be  accomplished  this  way. 
We  must  employ  broadcast  messages  to  reach  all  Medicare  beneficiaries  and  those  who 
serve  them  to  ensure  that  they  are  aware  and  understand  the  opportunities  available  to 
them  and  the  responsibilities  they  have  in  making  their  health  and  health  insurance 
decisions. 

MEDICARE+CHOICE  USER  FEE 

Mr.  Miller:  The  Administration's  Fiscal  Year  1999  Budget  proposes  several  new  user 
fees  to  be  collected  from  Medicare+Choice  organizations  to  pay  for  some  of  HCFA's 
Program  Management  activities.  For  example,  under  one  proposal,  Medicare+Choice 
organizations  would  be  required  to  pay  a  user  fee  that  is  supposed  to  offset  the  cost 
HCFA  incurs  in  reviewing  initial  applications  and  contract  renewals. 

Could  you  please  explain  these  fees  and  why  they  are  needed? 

How  would  these  user  fees  relate  to  or  compare  to  applications  and  registration  fees 
that  are  currently  imposed  on  Medicare  risk  plans? 

Ms.  DeParle:  The  costs  associated  with  processing  managed  care  plan  applications, 
the  annual  renewal  of  contracts,  and  the  monitoring  of  managed  care  plans  currently 
come  out  of  HCFA's  administrative  budget.  HCFA  staff  visit  the  organizations  to 
conduct  legal  reviews  of  the  entities  and  their  administration.  These  reviews  include 
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monitoring  for  fiscal  soundness  and  all  other  requirements  that  plans  must  meet  to 
participate  in  Medicare.  We  also  conduct  in-depth  reviews  of  the  plans'  health  services 
delivery  network,  marketing  materials,  benefit  packages,  and  enrollment  and 
disenrollment  procedures. 

The  rate  of  growth  in  the  number  of  managed  care  plans  has  averaged  almost  23 
percent  in  recent  years  and  the  number  of  plans  with  which  we  contract  will  increase 
significantly  with  the  implementation  of  the  Medicare+Choice  program.  Obtaining  the 
resources  necessary  to  deal  with  this  increasing  workload  from  a  user  fee,  to  be  paid  by 
those  organizations  that  benefit  directly  from  HCFA's  activities,  seems  both  prudent  and 
reasonable. 

There  is  currently  no  fee  for  Medicare  managed  care  application  processing  and 
contract  renewal.  We  currently  charge  about  $1 8,000  for  a  managed  care  plan  to  become 
Federally  qualified,  approximately  $9,000  for  a  service  area  expansion  under  the 
Federally  qualified  designation,  and  charge  nothing  to  renew  Federally  qualified  status. 
These  fees  are  not  related  to  a  plan  qualifying  for,  and  obtaining,  a  Medicare  contract,  but 
are  only  to  receive  the  title  of  Federally  qualified  HMO.  The  proposed  fee  is  to  cover  the 
costs  associated  with  Medicare+Choice  plans  acquiring  a  Medicare  contract  for  which 
there  is  no  charge. 

Mr.  Miller:  If  this  fee  is  approved  by  Congress  and  it  subsequently  generates  more 
funds  than  HCFA  spends  on  reviewing  applications  and  renewals,  what  will  you  do  with 
these  excess  funds?  Will  the  excess  funds  be  returned  to  Medicare+Choice  organizations 
so  they  can  dedicate  these  resources  to  patient  care? 

Ms.  DeParle:  The  draft  bill  submitted  by  the  Administration  charges  a  rate  equal  to 
what  a  particular  product  or  service  costs  the  agency  to  provide.  HCFA  will  charge  only 
enough  to  recover  our  actual  costs  for  processing  Medicare+Choice  applications  and 
renewals.  Because  of  many  years'  experience  in  reviewing  plans,  HCFA  is  confident  that 
the  fee  will  not  exceed  associated  costs.  However,  the  statute  as  proposed  does  not 
provide  for  the  return  of  part  of  a  fee. 

There  is  currently  no  fee  for  Medicare  managed  care  application  processing  and 
contract  renewal.  We  currently  charge  about  $18,500  for  a  managed  care  plan  to  become 
Federally  qualified,  approximately  $9,000  for  a  service  area  expansion  under  the 
Federally  qualified  designation,  and  charge  nothing  to  renew  Federally  qualified  status. 
These  fees  are  not  related  to  a  plan  qualifying  for,  and  obtaining,  a  Medicare  contract,  but 
are  only  to  receive  the  title  of  Federally  qualified  HMO.  The  proposed  fee  is  to  cover  the 
costs  associated  with  Medicare+Choice  plans  acquiring  a  Medicare  contract  for  which 
there  is  currently  no  charge. 
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FRAUD  AND  ABUSE 

Mr.  Miller:  Ms.  DeParle,  you  were  quoted  last  week  saying  that,  "other  large 
purchasers  of  health  care  suffer  the  same  abuse"  as  the  Medicare  and  Medicaid  programs. 

Were  you  suggesting  that  other  government  programs  have  the  same  level  of  fraud 
and  abuse  problems  as  Medicare,  or  were  you  also  involving  private  sector  payers  such  as 
General  Motors  and  large  health  plans? 

Ms.  DeParle:  William  Loman,  notorious  criminal,  when  asked  why  he  robbed  banks, 
responded  that  "that  is  where  the  money  is."  The  same  thing  holds  true  for  Medicare, 
Medicaid,  CHAMPUS,  or  private  health  plans.  Nearly  17  percent  of  the  economy  of  the 
United  States  is  health  care  related.  It  has  been  our  experience  most  defrauders  are  "equal 
opportunity  crooks"  abusing  both  Medicare  and  Medicaid.  Where  the  incentives  are 
similar,  including  private  insurers,  it  is  reasonable  to  assume  they  are  also  considered  fair 
game  by  criminals. 

Mr.  Miller:  Why  do  you  believe  government  programs  experience  fraud  and  abuse  at 
levels  so  much  greater  than  the  private  sector? 

Ms.  DeParle:  It  is  our  belief  that  Federal  programs  and  private  health  plans  suffer 
from  the  same  types  of  scams  and  abuse. 

Mr.  Miller:  What  data  do  you  have  that  supports  this  assertion?  Please  provide  all 
data  for  the  record. 

Ms.  DeParle:  The  projected  error  rate  in  the  Medicare  program  has  been  developed 
by  the  Office  of  Inspector  General.  This  error  rate  is  not  purported  to  be  a  measure  of 
fraud,  but  is  instead  a  rate  at  which  payments  were  improper,  mostly  due  to  missing  or 
insufficient  documentation.  To  the  best  of  our  knowledge  there  is  no  similar  type  of  audit 
conducted  in  the  private  sector.  Therefore,  the  only  information  we  could  provide  to  the 
committee  is  anecdotal. 

For  example,  the  following  quote  comes  from  the  New  York  Times  dated  February  6, 
1998,  in  an  article  by  Kurt  Eichenwald: 

"But  the  conspirators  are  not  concentrating  on  any  specific  companies,  indeed, 
industry  executives  said,  virtually  every  insurer  that  does  business  in  states  when  the 
scheme  has  emerged  like  Florida  has  been  deluged  with  the  bogus  bills." 
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CRITICAL  ACCESS  HOSPITAL  PROGRAM 

Mr.  Dickey:  Last  year's  Balanced  Budget  Act  led  to  several  impressive  gains  for 
rural  health  practices,  including  the  modification  of  the  Medicare  reimbursement  formula 
and  the  establishment  of  a  critical  access  hospital  designation  for  limited  service 
hospitals.  I  have  been  informed  that  the  $25  million  that  was  authorized  for  the  Critical 
Access  Hospital  Program  was  not  included  in  the  President's  Budget.  Do  you  know  why 
it  was  left  out?  Are  there  plans  to.  include  it  at  any  point  in  the  future? 

Ms.  DeParle:  The  Balanced  Budget  Act  implemented  a  number  of  targeted  programs 
for  rural  hospitals  to  enable  them  to  care  for  the  most  needy  populations.  The  Critical 
Access  Hospital  program  (CAH)  provides  enhanced  reimbursement  to  rural  hospitals 
which  want  to  provide  a  less  intensive  service  mix.  While  we  are  not  opposed  to 
providing  these  additional  funds  to  States  for  planning,  network  development  and  CAH 
designation  activities,  we  do  not  believe  that  this  is  needed.  Hospitals  can  be  designated 
as  CAHs  and  provide  necessary  services  without  the  grant  program. 

Mr.  Dickey:  I  have  heard  from  doctors  serving  in  rural  districts  that  the  Critical 
Access  hospitals  are  a  good  idea,  but  that  we  really  need  to  expand  the  number  of  rural 
hospitals  that  can  qualify  for  that  designation  and  figure  staff  costs  into  that 
reimbursement  rates.  Would  you  agree  with  this  statement?  Is  HCFA  taking  any  steps  in 
this  direction? 

Ms.  DeParle:  We  agree  that  CAHs  are  a  good  idea,  and  we  hope  that  they  increase 
access  to  health  care  services  for  our  beneficiaries.  We  don't  plan  to  propose  any  changes 
to  help  recruit  more  hospitals  for  the  program,  but  believe  the  next  step  is  to  have  more 
States  develop  and  submit  rural  health  plans.  We  are  working  with  our  Regional  Offices, 
the  National  Rural  Health  Association,  and  the  American  Hospital  Association  to  increase 
State  awareness  of  the  Medicare  Rural  Hospital  Flexibility  Program. 

We  do  not  support  figuring  staff  costs  into  the  reimbursement  rate.  This  would 
bypass  the  physician  fee  schedule  and  thereby  increase  both  physician  compensation  and 
Medicare  costs,  but  would  not  necessarily  increase  the  availability  of  services  in  the  most 
underserved  areas.  Moreover,  the  CAH  conditions  of  participation,  like  those  for  rural 
primary  care  hospitals,  specifically  allow  for  the  use  of  nurse  practitioners,  physician 
assistants,  and  other  mid-level  practitioners. 

VENIPUNCTURE 

Mr.  Dickey:  I  have  heard  from  countless  home  health  care  providers  and  recipients 
over  the  last  few  months  concerned  about  the  venipuncture  provision  of  the  Balanced 
Budget  Act.  I  appreciate  HCFA's  willingness  to  keep  my  office  updated  on  this  issue 
and  to  provide  the  information  we  needed  to  respond  to  my  constituents.  Arkansas*  home 
health  care  providers,  of  course,  are  still  dissatisfied  with  the  removal  of  venipuncture  as 
a  service  that  will  qualify  Medicare  recipients  for  home  health  care  services.  Arkansas 


348 


providers  claim  that  they  are  being  punished  for  the  fraudulent  and  wasteful  practices  of 
providers  in  other  states.  Was  there  ever  any  consideration  given  to  targeting  HCFA's 
anti-fraud  and  abuse  measures  to  states  which  exhibit  more  fraudulent  practices  than 
those  of  their  neighboring  states? 

Ms.  DeParle:  In  1995,  President  Clinton  announced  Operation  Restore  Trust  (ORT), 
a  special  initiative  to  fight  fraud  and  abuse.  In  its  first  two  years  as  a  demonstration 
project,  ORT  targeted  anti-fraud  activities  in  5  States:  California,  Florida,  New  York, 
Illinois  and  Texas.  These  States  represented  40  percent  of  Medicare  beneficiaries  and  40 
percent  of  Medicare  expenditures.  The  initiative  pioneered  new  approaches  to  target 
high-growth  areas  such  as  home  health  care,  skilled  nursing  facility  services,  and  durable 
medical  equipment  and  supplies.  The  success  of  ORT  is  reflected  in  its  $23  in  identified 
overpayments  for  every  $1  the  project  spent  reviewing  these  services.  In  1997,  the 
Secretary  extended  ORT  to  twelve  additional  states:  Arizona,  Colorado,  Georgia, 
Louisiana,  Massachusetts,  Missouri,  New  Jersey,  Ohio,  Pennsylvania,  Tennessee, 
Virginia  and  Washington.  In  addition,  we  are  integrating  the  best  practices  identified  in 
ORT  for  combating  fraud  and  abuse  to  the  way  we  do  business  throughout  the  country. 

Mr.  Dickey:  The  same  home  health  care  providers  have  repeatedly  told  me  that  the 
BBA  home  health  care  provisions  will  force  the  elderly  into  nursing  homes,  which  will 
eventually  result  in  increased  costs  to  Medicaid.  Does  HCFA  share  this  fear?  Have  your 
studies  evaluated  whether  the  costs  are  greater  for  home  health  care  services  or  for 
nursing  home  care? 

Ms.  DeParle:  On  February  3,  1998, 1  issued  a  letter  to  all  home  health  agencies 
serving  Medicare,  sharing  my  concern  about  reports  that  some  homebound  Medicare 
enrollees  are  being  frightened  by  inaccurate  information  about  changes  in  coverage,  and 
that  some  HHAs  may  be  terminating  care  for  Medicare  enrollees  and  blaming  the 
payment  reforms  in  the  BBA. 

As  you  know,  the  BBA  requires  the  Secretary  to  establish  an  interim  payment  system 
for  home  health  while  a  home  health  prospective  payment  system  is  being  developed. 
Under  the  BBA,  home  health  agencies  will  be  paid  the  lesser  of  1)  actual  costs,  as  before; 
2)  the  revised  per  visit  cost  limit;  or  3)  a  new  agency  specific  per  beneficiary  amount. 
The  per  beneficiary  limit  reflects  the  typical  utilization  of  home  health  services  for  each 
home  health  agency  during  the  FY  1 994  base  year  established  by  Congress.  For  new 
providers,  i.e.,  those  without  FY  1994  cost  report  data,  the  per  beneficiary  limit  will  equal 
the  median  of  per  beneficiary  amounts  applied.  Since  the  per  beneficiary  limit  applies  to 
aggregate  costs,  it  allows  home  health  agencies  to  balance  the  cost  of  caring  for  any  one 
patient  against  the  cost  of  caring  for  all  patients.  The  limit  in  the  interim  payment  system 
that  appears  to  cause  the  most  concern  among  beneficiaries  and  HHAs  is  the  per 
beneficiary  limit  applied  to  aggregate  costs.  We  have  heard  numerous  allegations  that 
HHAs  will  either  stop  caring  for  patients  altogether,  or  severely  reduce  the  amount  of 
care,  leading  to  decreased  quality  of  care. 
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It  is  important  to  note  that  beneficiaries  eligible  for  the  home  health  benefit  should 
receive  the  care  they  need  under  the  interim  payment  system.  The  new  per  beneficiary 
limit  does  not  restrict  the  number  of  visits  to  individual  patients.  Despite  its  name,  the 
per  beneficiary  limit  does  not  limit  the  amount  of  money  an  HHA  can  be  reimbursed  for 
caring  for  any  one  patient,  because  it  is  applied  in  the  aggregate.  Under  the  aggregate 
limit,  HHAs  should  continue  to  care  for  individuals  with  varying  needs  because  the 
appropriate  cap  simply  captures,  as  an  average,  the  full  range  of  patients  served  in  the 
base  year.  We  believe  HHAs  have  the  flexibility  to  provide  the  appropriate  amount  of 
care  (duration  of  visits,  number  of  visits,  and  skill  level  of  caregiver)  within  these  two 
limits. 

The  BBA  also  specifies  that  the  need  for  venipuncture  alone  does  not  qualify  a 
homebound  Medicare  enrollee  for  other  home  health  services.  As  of  February  5,  1998, 
homebound  patients  who  need  blood  drawn  but  who  do  not  qualify  for  home  health 
services  will  be  entitled  to  venipuncture  services  provided  by  laboratory  technicians 
under  Medicare's  laboratory  benefit.  Homebound  Medicare  enrollees  who  need  blood 
drawn  and  who  also  qualify  for  other  home  health  services  can  continue  to  have 
venipuncture  services  under  Medicare's  home  health  benefit. 

Home  health  agencies  are  not  free  to  arbitrarily  reduce  the  amount  of  care  ordered  for 
patients  by  physicians.  The  Medicare  Conditions  of  Participation  require  home  health 
agencies  to  provide  accurate  information  to  their  patients  about  Medicare  coverage  and 
payment.  Medicare  enrollees  must  be  informed  about  what  services  are  and  are  not 
covered,  and  they  have  a  right  to  participate  in  care  planning. 

Also,  home  health  agencies  participating  in  Medicare  are  not  allowed  to  discriminate 
against  Medicare  enrollees.  Therefore,  an  agency  may  not  provide  a  different  level  of 
service  to  a  Medicare  beneficiary  based  solely  on  the  source  of  payment.  Any  reports  of 
home  health  agencies  misinforming  beneficiaries  or  inappropriately  terminating  care  for 
Medicare  enrollees  will  be  considered  the  basis  for  a  complaint  survey  that  could  lead  to 
termination  of  the  home  health  agency  from  Medicare. 

Because  the  statutory  structure  of  the  home  health  and  skilled  nursing  facility  benefits 
are  essentially  quite  different,  there  are  not  meaningful  comparisons  of  the  relative  costs 
of  the  programs  under  Medicare.  Moreover,  the  role  Medicaid  plays  in  circumstances 
where  Medicare  coverage  is  not  available  varies  widely  by  State  and  confounds  useful 
national  comparisons.  While  it  is  possible  that  some  persons  no  longer  eligible  for 
Medicare  benefits  may  seek  nursing  home  placement,  that  is  far  from  inevitable. 

CHILDREN'S  HEALTH  INSURANCE  PROGRAM 

Mr.  Dickey:  The  legislation  intended  to  encourage  States  to  expand  health  care 
coverage  to  children  has  coincided  with  the  development  of  ARKids  First  in  Arkansas. 
Under  this  legislation,  should  States  exercise  the  option  to  expand  health  coverage  under 
the  new  law,  children  "in  families  who  are  eligible  for  coverage  under  a  State  health 
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benefits  plan  because  of  a  family  member's  employment  with  a  public  agency  in  the 
State"  will  lose  coverage.  This  applies  to  all  State  employees,  and  in  some  States  it 
apparently  applies  to  many  other  public  employees,  such  as  teachers,  city  and  county 
employees  depending  on  how  "State  health  benefits"  are  defined.  ARKids  First  has  run 
into  two  problems  with  this  legislation:  (1)  this  appears  to  discriminate  against  public 
employees  and  (2)  it  fails  to  recognize  that  for  many  families,  on  public  payrolls  earning 
less  than  200  percent  of  poverty  income,  the  cost  of  available  insurance  is  unaffordable. 
ARKids  First  built  in  a  policy  that  will  fairly  deal  with  the  problems  that  this  legislation 
seeks  to  address.  Children  are  not  eligible  for  ARKids  First  if  they  already  have  health 
insurance  OR  if  they  have  had  insurance  in  the  preceding  twelve  months  that  has  been 
lost  by  any  voluntary  action  on  the  part  of  the  parents.  Apparently,  my  State's  Health 
Department  was  displeased  with  the  legislation  produced  here  in  Congress.  Is  there 
anything  that  HCFA  can  do  to  fix  this  problem  that  they  have  identified? 

Ms.  DeParle:  The  rules  on  this  differ  depending  on  whether  the  State  selects  a 
Medicaid  option  or  a  separate  CHIP  program  option  for  its  title  XXI  expansion.  These 
differences  are  based  on  statutory  provisions.  Under  the  Medicaid  option,  children  who 
are  eligible  for  a  State  health  benefits  program  by  virtue  of  their  parent's  employment  are 
not  excluded  from  eligibility.  However,  under  the  separate  CHIP  program  option,  such 
children  are  not  eligible. 

Mr.  Dickey:  My  other  concern  is  about  the  rules  under  the  new  Federal  option 
program  regarding  cost  sharing,  or  copayments,  that  may  be  applied  to  patients  served 
under  the  plans.  With  ARKids  First,  the  60,000  to  80,000  uninsured  children  under 
200  percent  of  poverty  will  be  charged  a  $10  copayment  per  physician  visit  and  $5  per 
prescription.  These  copayments  would  largely  be  banned  if  ARKids  First  converts  to  the 
new  Federal  options.  The  complicated  regulations  on  this  forbid  cost  sharing  for  families 
below  150  percent  of  poverty  and  stipulate  that  for  those  between  150  percent  and 
200  percent  of  poverty,  copayments  must  be  on  a  sliding  fee  schedule  based  on  income 
and  cannot  exceed  5  percent  of  monthly  income.  This  seems  designed  to  cause  States  to 
scrap  cost  sharing  requirements.  Have  other  States  brought  this  to  HCFA's  attention? 
Will  anything  be  done  to  change  the  regulations? 

Ms.  DeParle:  At  this  time,  Arkansas  has  not  indicated  whether  it  intends  to  pursue  a 
Medicaid  option  or  a  separate  CHIP  program  option  for  the  title  XXI  expansion.  The 
copayment  requirements  differ  between  the  two  approaches.  Because  ARKids  First  does 
not  involve  premiums,  deductibles,  or  any  cost-sharing  other  than  copayments,  this 
response  focuses  on  copayments.  In  general,  under  the  Medicaid  option,  the  cost-sharing 
provisions  contained  in  the  Medicaid  program  continue  to  apply.  These  provisions 
prohibit  cost-sharing  in  the  form  of  deductibles,  coinsurance,  copayments,  or  similar 
charges  on  services  for  children. 

However,  Arkansas  has  approval  from  HCFA  as  part  of  its  ARKids  First  section  1115 
demonstration  to  charge  copayments  to  eligibles  from  above  the  Medicaid  income  limit 
up  to  200  percent  of  the  Federal  Poverty  Level  (FPL).  The  interactions  between  CHIP 
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and  Medicaid  are  complex  and  are  especially  so  when  States  have  expanded  their 
Medicaid  programs  through  1115  waivers.  We  are  reviewing  the  full  range  of  policy 
issues  which  arise  from  those  interactions. 

Under  the  separate  CHIP  program  option,  for  a  targeted  low-income  child  whose 
family  income  is  at  or  below  150  percent  of  the  FPL,  a  State  may  not  charge  a  copayment 
that  exceeds  an  amount  defined  as  nominal  under  section  1916(a)(3)  of  the  Social 
Security  Act  and,  as  specified  in  section  2103(e)(3),  "with  such  appropriate  adjustment 
for  inflation  or  other  reasons  as  the  Secretary  determines  to  be  reasonable."  The 
maximum  copayment  that  a  recipient  at  this  income  level  currently  may  be  charged  is  $3 
for  any  service  costing  more  than  $50.  However,  on  February  13,  1998  HCFA  issued  a 
State  letter  that  would  allow  for  a  maximum  copayment  of  $5  for  any  service  costing 
more  than  $80.  For  children  above  150  percent  of  FPL  in  a  separate  CHIP  program,  the 
annual  cost-sharing  (including  premiums,  copayments,  etc.)  for  all  the  targeted  low- 
income  children  in  a  family  may  not  exceed  5  percent  of  total  family  income  for  the  year. 
Thus,  Arkansas  could  still  charge  copayments,  but  the  State  would  have  to  inform 
families  of  these  limits  and  provide  a  mechanism  for  families  above  150  percent  of  FPL 
to  stop  paying  once  the  cost-sharing  limits  had  been  reached.  The  sliding  scale  you  cite 
applies  to  premiums  under  the  separate  CHIP  program  option. 

Other  States  have  raised  concerns  about  the  cost  sharing  provisions  of  the  legislation. 
The  problems  that  they  have  expressed  are  rooted  in  specific  statutory  provisions  which 
are  not  within  our  discretion  to  change.  We  will  elaborate  upon  the  policies  arising  from 
these  provisions  in  the  regulations  being  developed. 
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BBA  BENEFICIARY  EDUCATION  ACTIVITIES 

Mr.  Wicker:  Has  HCFA  done  any  additional  research  or  budgetary  analysis  to 
determine,  more  accurately,  how  much  money  is  needed  to  fund  the  various  beneficiary 
education  activities  required  under  BBA? 

Ms.  DeParle:  Receiving  less  than  half  of  the  amount  authorized  in  the  statute  forced 
us  to  reevaluate  our  cost  estimates  to  determine  what  "level  of  effort"  we  will  be  able  to 
put  forth  with  $95  million.  This  involved  in-depth  budgetary  analysis  which  had  to  be 
reflected  in  our  assumptions  of  the  degree  of  service  that  we  can  provide,  while  still 
fulfilling  all  of  the  tasks  required  by  the  Balanced  Budget  Act,  including  beneficiary 
education.  We  still  plan  to  complete  all  of  the  tasks  required  and  will  continue  to  ensure 
that  our  priorities  are  consistent  with  the  Committee's  priorities. 

FY  1998  FUNDING  FOR  EDUCATION  INITIATIVES 

Mr.  Wicker:  Can  you  tell  me  how  much  money  has  HCFA  spent  to  date  to  fund  the 
various  beneficiary  education  initiatives?  Have  your  estimates  of  needed  funding  for  FY 
1998  been  on  target? 

Ms.  DeParle:  HCFA  has  spent  approximately  $2  million  of  collected  user  fees  thus 
far  in  FY  1998  on  activities  related  to  Medicare+Choice  plus  an  additional  $4  million  in 
non-user  fee  funding  to  support  this  effort.  These  activities  have  focused  on  planning, 
technical  assessment  of  our  approaches  for  sharing  information,  implementing  the  first 
stages  of  the  information  and  education  campaign,  e.g.,  building  the  website  and 
integrating  all  of  the  project  activities  related  to  Medicare+Choice. 

The  remaining  funding  will  be  disbursed,  with  the  majority  of  the  funds  being 
obligated  in  the  third  and  fourth  quarters  of  FY  1998.  Our  preliminary  estimates  on  these 
initiatives  have  been  on  target.  We  will  continue  to  negotiate  with  private  sector 
contractors  to  make  sure  that  we  develop  contracts  within  the  limited  funding  constraints. 
A  large  part  of  the  FY  1998  user  fee  funding  will  be  used  for  the  Medicare+Choice 
comparative  materials  and  the  toll-free  call  center. 

PERIODIC  ASSESSMENTS  OF  EXPENDITURES 

Mr.  Wicker:  Has  HCFA  begun  periodic  assessments  of  actual  program  expenditures 
to  ensure  funds  are  not  collected  that  exceed  program  needs? 

Ms.  DeParle:  Yes,  HCFA  has  begun  periodic  assessments  to  ensure  the  funds 
collected  do  not  exceed  actual  program  expenditures.  We  have  concluded  that  the  full 
$95  million  will  be  collected  in  FY  1 998  and  that  this  full  amount  will  be  obligated 
during  this  fiscal  year  to  meet  program  needs. 
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NATIONWIDE  CONSUMER  SATISFACTION  SURVEY 

Mr.  Wicker:  HCFA  has  just  developed  a  nationwide  consumer  satisfaction  survey 
that  will  be  sent  to  Medicare  beneficiaries,  and  I  understand  that  this  survey  information 
will  be  available  to  beneficiaries  as  part  of  the  new  Beneficiary  Education  program. 

Why  has  HCFA  decided  to  send  this  survey  only  to  Medicare  managed  care 
beneficiaries  and  leave  fee-for-service  beneficiaries  out  of  the  survey  mix? 

Ms.  DeParle:  Although  only  Medicare  managed  care  enrollees  are  currently  receiving 
the  satisfaction  survey,  fee-for-service  beneficiaries  will  be  surveyed  in  the  future.  To 
help  inform  the  choice  between  managed  care  and  fee-for-service  Medicare,  HCFA,  in 
collaboration  with  the  Agency  for  Health  Care  Policy  and  Research  (AHCPR),  is 
developing  a  similar  satisfaction  survey  for  Medicare  beneficiaries  receiving  care  through 
the  traditional  fee-for-service  sector.  Currently,  HCFA  is  in  the  process  of  modifying  the 
questionnaire  for  beneficiaries  in  the  fee-for-service  sector  and  making  plans  for 
cognitive  and  field  testing  of  the  revised  questionnaire. 

Mr.  Wicker:  Wouldn't  it  be  useful  to  have  information  on  the  satisfaction  rates  of 
fee-for-service  beneficiaries  to  compare  to  those  satisfaction  rates  of  Medicare  managed 
care  beneficiaries? 

Ms.  DeParle:  Yes,  it  would  be  useful  to  have  this  type  of  information.  To  address  this 
need,  HCFA  is  working  with  AHCPR  to  develop  a  similar  survey  for  beneficiaries 
receiving  care  from  traditional  fee-for-service  providers. 

MEDICARE+CHOICE  USER  FEE 

Mr.  Wicker:  The  Administration's  Fiscal  Year  1999  Budget  proposes  several  new 
user  fees  to  be  collected  from  Medicare+Choice  organizations  to  pay  for  some  of 
HCFA's  Program  Management  activities.  For  example,  under  one  proposal, 
Medicare+Choice  organizations  would  be  required  to  pay  a  user  fee  that  is  supposed  to 
offset  the  cost  HCFA  incurs  in  reviewing  initial  applications  and  contract  renewals. 

Could  you  please  explain  these  fees  and  why  they  are  needed? 

How  would  these  user  fees  relate/compare  to  applications  and  registration  fees  that 
are  currently  imposed  on  Medicare  risk  plans? 

Ms.  DeParle:  The  costs  associated  with  processing  managed  care  plan  applications, 
the  annual  renewal  of  contracts,  and  the  monitoring  of  managed  care  plans  currently 
come  out  of  HCFA's  administrative  budget.  HCFA  staff  visit  the  organization  to  conduct 
a  legal  review  of  the  entity  and  its  administration.  This  includes  monitoring  for  fiscal 
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soundness  and  all  other  requirements  that  the  plan  must  meet  to  participate  in  Medicare. 
We  also  conduct  an  in-depth  review  of  the  plan's  health  services  delivery  network, 
marketing  materials,  benefit  packages,  and  enrollment  and  disenrollment  procedures. 

The  rate  of  growth  in  the  number  of  managed  care  plans  has  averaged  almost 
23  percent  in  recent  years  and  the  number  of  plans  we  contract  with  will  increase 
significantly  with  the  implementation  of  the  Medicare+Choice  program.  Obtaining  the 
resources  necessary  to  deal  with  this  increasing  workload  from  a  user  fee,  to  be  paid  by 
those  organizations  that  benefit  directly  from  HCFA's  activities,  seems  both  prudent  and 
reasonable. 

We  currently  charge  about  $18,500  for  a  managed  care  plan  to  become  Federally 
qualified,  approximately  $9,000  for  a  service  area  expansion  under  the  Federally  qualified 
designation,  and  charge  nothing  to  renew  Federally  qualified  status.  These  fees  are  not 
related  to  a  plan  qualifying  for,  and  obtaining,  a  Medicare  contract  but  are  only  to  receive 
the  title  of  Federally  qualified  HMO.  The  proposed  fee  is  to  cover  the  costs  associated 
with  Medicare+Choice  plans  acquiring  a  Medicare  contract  for  which  there  is  currently 
no  charge. 
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EXTERNAL  REVIEW  VS.  ACCREDITATION 

Ms.  Northup:  Currently,  there  is  a  movement  to  substitute  external  peer  review  for 
accreditation.  Could  you  distinguish  between  the  two? 

Ms.  DeParle:  The  independent  quality  review  and  improvement  organization  is  to 
perform  the  functions  of  1 1 54(a)(4)(B),  which  provides  for  determining  whether  health 
plan  services  are  of  professionally  acceptable  quality  (including  access  and  adequacy), 
and  1 154(a)(14),  which  provides  for  review  of  complaints.  In  general,  accreditation  has 
related  to  the  ability  of  the  organization  to  deliver  quality  services  but  not  to  review 
whether  the  organization  actually  delivered  quality  services,  and  while  accreditators 
typically  review  complaints  from  patients  they  do  not  regard  themselves  as  complaint- 
processing  organizations. 

Ms.  Northup:  I  am  told  that  external  review  includes  a  match  to  setting  of 
care  ~  specialty  to  specialty,  rural  to  rural.  Don't  you  believe  these  detailed  matches  are 
important? 

Ms.  DeParle:  In  general,  good  care  is  good  care  and  detailed  matches  are  less 
important  regarding  either  region  or  urban/rural  location.  We  continue  to  believe, 
however,  that  both  scientific  evidence  and  professional  consensus  on  the  nature  of  good 
care  is  necessary  before  concluding  that  care  is  not  of  acceptable  quality.  Therefore, 
involvement  of  specialists  is  critical. 

ADMINISTRATION  OF  PROGRAMS 

Ms.  Northup:  I  have  heard  complaints  that  HCFA  is  too  disjointed.  For  example, 
regional  administrators  do  not  report  to  program  directors,  resulting  in  different  methods 
of  applying  HCFA  policy  across  the  country,  and  even  in  two  adjoining  states.  Is  HCFA 
doing  anything  to  improve  this  situation? 

Ms.  DeParle:  To  prepare  HCFA  to  face  the  challenges  of  the  21st  century,  the  agency 
recently  underwent  a  substantial  reorganization.  As  a  part  of  this  reorganization,  our  ten 
Regional  Offices  (ROs)  were  formed  into  four  Consortia  -  consisting  of  the  Northeast 
(Boston,  New  York,  and  Philadelphia  ROs),  Midwest  (Kansas  City  and  Chicago  ROs), 
Southern  (Atlanta  and  Dallas  ROs),  and  Western  (Denver,  Seattle,  and  San  Francisco 
ROs)  Consortia.  Each  Consortium  Administrator  reports  directly  to  me.  This  new 
structure  promotes  consistency  in  how  HCFA  policy  is  applied  across  the  country.  Also, 
by  having  much  of  the  responsibility  for  HCFA  programs  at  the  local,  rather  than  the 
national  level,  we  hope  to  better  address  State  and  local  concerns,  and  to  ensure  effective 
coordination  of  our  various  programs.  I  am  closely  monitoring  this  process,  and  I  can 
assure  you  that  every  effort  will  be  made  to  ensure  that  HCFA  policy  is  administered  in  a 
consistent  manner. 
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Ms.  Northup:  Do  you  believe  that  HCFA  contractors  across  the  country  might  better 
be  served  if  they  receive  information  from  one  place,  versus  through  regional  offices0 
Are  the  regional  offices  necessary? 

Ms.  DeParle:  The  regional  consortia  serve  a  vital  onsite  role  with  respect  to 
contractor  management  activities  because  of  their  familiarity  with  the  local  beneficiary 
and  provider  communities.  However,  as  part  of  our  ongoing  efforts  to  improve  the 
programs  we  administer,  a  workgroup  is  being  formed  to  look  at  process  improvement 
possibilities  for  future  contractor  management  activities.  With  regard  to  the  need  for  the 
Regional  Offices,  it  should  be  noted  that  they  are  involved  in  a  wide  variety  of  activities 
other  than  oversight  of  Medicare  contractors.  The  Consortia  are  also  invaluable  in  their 
day-to-day  contact  with  our  beneficiaries,  partnering  with  beneficiary  groups,  performing 
mandated  survey  and  certification  of  our  long-term  care  facilities,  detecting  fraud  and 
abuse,  local  oversight  of  the  rapidly  changing  health  care  industry,  etc. 

PHYSICIAN  LICENSE  NUMBERS 

Ms.  Northup:  What  is  the  basis  of  the  requirement  that  physicians  furnish  a  medical 
license  when  enrolling  in  the  Medicare  program  -  was  the  program  being  defrauded  by 
physicians  using  expired  license  number  to  submit  claims'?  If  so.  how  many  physicians 
were  doing  this  and  what  percentage  of  Medicare  fraud  reported  included  physicians  with 
expired  licenses'? 

Ms.  DeParle:  The  basis  of  the  rule  that  a  physician  must  furnish  a  medical  license 
when  enrolling  in  the  Medicare  program  is  found  in  section  1 8 6 1  ( r )  of  the  Act.  which 
requires  a  physician  to  be  legally  authorized  to  practice  medicine  by  the  State  in  which  he 
or  she  performs  such  functions. 

Currently,  all  that  is  required  from  providers  is  a  copy  of  their  current  medical  license 
for  enrollment  into  the  Medicare  program.  The  enrollment  application,  the  HCFA  Form 
855,  requests  a  copy  of  a  physician's  medical  license.  The  HCFA  Form  855  states  that 
notarized  or  "certified  true"*  copies  are  optional,  but  will  speed  the  processing  of  the 
application,  as  verification  procedures  are  less  burdensome  on  notarized  or  "certified 
true"  documentation. 

The  concern  regarding  Medicare  fraud  is  based  on  misinformation.  The  enrollment 
process  is  not  claims  based,  nor.  at  any  time,  is  a  provider  not  afforded  full  appeal  rights 
for  denied  or  revoked  enrollment. 

If  a  provider's  license  is  outdated,  and  therefore  not  valid,  e.g..  expired.  Medicare 
contractors  will  return  submitted  claims  until  such  time  as  they  are  notified  that  the 
medical  license  has  been  renewed. 
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MEDICARE  CONTRACTORS 

Ms.  Northup:  Last  year  the  Medicare  claims  processing  budget  included  activities 
that  are  not  related  to  claims  processing  (e.g.  Medicare  handbook  and  Medigap 
counseling).  In  your  budget  you  mentioned  some  claims  payment  activities  in  1998, 
including  administrative  support  of  Inspector  General  audits  and  selected  HCFA  projects. 
Why  are  these  activities  included  in  the  claims  processing  budget? 

Ms.  DeParle:  Consistent  with  practices  over  the  last  several  years,  HCFA  will 
continue  to  utilize  claims  processing  funds  in  FY  1998  for  activities  that  directly  or 
indirectly  support  Medicare  claims  processing  operations.  For  example,  the  Medicare 
Handbook  supports  claims  processing  by  making  available  to  beneficiaries  fundamental 
Medicare  program,  policy  and  benefits  information.  While  the  majority  of  claims 
processing  funds  are  allocated  directly  to  fiscal  intermediaries  and  carriers,  HCFA  also 
incurs  other  support  costs  required  to  maintain  Medicare  fee-for-service  claims 
processing  operations. 

Ms.  Northup:  Will  the  handbook  be  included  in  the  claims  processing  budget  this 
year? 

Ms.  DeParle:  Due  to  enactment  of  the  Balanced  Budget  Act  (BBA)  of  1997,  more 
than  ever  the  need  exists  for  HCFA  to  provide  beneficiaries  with  basic  information  on 
Medicare  fee-for-service  benefits,  as  well  as  their  choices  available  under  managed  care. 

While  the  claims  processing  budget  remains  a  viable  funding  source  for  this  entire 
activity,  HCFA  intends  to  allocate  the  costs  associated  with  the  Medicare+Choice  portion 
of  the  handbook  to  the  $95  million  user  fee  authority  approved  by  the  Congress  for  FY 
1998.  HCFA  will  allocate  the  costs  associated  with  the  Medicare  fee-for-service  portion 
of  the  handbook  to  the  Medicare  contractor  budget. 

HCFA  envisions  publishing  for  beneficiaries  a  Medicare  Handbook  that  meets  the 
BBA  requirements  of  describing  Medicare+Choice  options,  and  comparing  these  options 
to  fee-for-service  Medicare  and  Medigap  policies. 

GOVERNMENT  PERFORMANCE  AND  RESULTS  ACT  ISSUES 

Ms.  Northup:  What  are  HCFA's  performance  goals  for  reducing  fraud  and  abuse  in 
other  historically  troubled  areas  such  as  durable  medical  equipment,  payments  for 
rehabilitation  therapy  for  Medicare  patients  in  nursing  homes,  just  to  name  a  few? 

Ms.  DeParle:  HCFA  has  several  fraud  and  abuse-related  performance  goals  that  are 
not  specifically  focused  on  home  health.  These  include: 

-  Capture  more  than  50  percent  of  program  integrity  savings  on  a  prepayment  basis; 

-  Reduce  the  overall  Medicare  error  rate  from  14  percent  to  10  percent  over  the  next 
5  years. 
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The  historically  troubled  areas  you  cited  will  be  encompassed  in  these  goals.  I  would 
note  that  the  OIG  CFO  audit  found  significant  problems  with  an  area  you  did  not  include 
on  your  list.  This  area  was  evaluation  and  management  services  provided  by  physicians. 
In  FY  1998,  HCFA  mandated  that  additional  resources  be  committed  to  reviewing  these 
types  of  claims. 

As  a  result  of  the  additional  funding  that  we  have  received  through  the  Health  Care 
Fraud  and  Abuse  Control  Program,  established  by  HIPAA,  and  the  new  authorities 
enacted  by  the  Balanced  Budget  Act  of  1 997,  we  are  enhancing  our  program  integrity 
efforts  this  fiscal  year  to  identify  and  take  action  against  other  Medicare  benefit 
categories  that  are  vulnerable  to  fraud  and  abuse.  Working  through  our  contractors  and 
State  survey  and  certification  agencies,  we  will  be  focusing  on  the  following  activities: 

•  Durable  Medical  Equipment  (DME): 

-  Additional  prepayment  review  of  abused  areas  of  DME  billing,  such  as 
wheelchairs,  power  operated  vehicles,  and  seat  lifts. 

-  On-site  visits  at  nursing  homes  to  validate  medical  necessity  for  beneficiary 
services  for  DME. 

Continuing  to  strengthen  provider  enrollment  safeguards: 

1)  A  DME  supplier  standards  regulation  has  been  developed,  which  includes  a 
requirement  that  the  suppliers  obtain  surety  bonds  as  a  condition  for  participation 
in  the  Medicare  program,  and 

2)  On-site  visits  of  prospective  and  current  DME  suppliers  to  validate  their 
existence  and  appropriateness  for  delivery/dispensing  of  equipment  will  be 
continued. 

•  Rehabilitation  Therapy: 

-  HCFA  is  funding  several  Operation  Restore  Trust  (ORT)  projects  looking  at  the 
therapy  services  in  a  variety  of  settings.  ORT  projects  will  be  reviewing  services 
for  home  health  agencies,  occupational  physical  therapy,  and  skilled  nursing 
facilities. 

•  Community  Mental  Health  Center  Initiatives  (CMHCs): 

-  We  have  increased  reviews  of  CMHCs  in  Florida  to  verify  that  facilities  meet 
Medicare  requirements. 

•  Other 

-  We  are  continuing  work  on  the  national  provider  identifier  (NPI),  which  was 
enacted  in  the  Health  Insurance  Portability  and  Accountability  Act  of  1 996.  The 
NPI  will  be  adopted  as  the  national  standard  for  health  care  providers. 
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A  regulation  similar  to  the  surety  bonds  for  DME  has  been  developed  which 
would  require  home  health  agencies  (HHA)  to  post  surety  bonds. 
-    We  are  funding  several  additional  Operation  Restore  Trust  projects  which  will 
focus  on  services  for  community  mental  health  centers,  ambulance,  rehabilitation 
centers,  long  term  care,  laboratories  and  durable  medical  equipment. 

We  expect  to  develop  a  comprehensive  plan  to  safeguard  the  Medicare  trust  funds 
after  a  conference  on  fraud,  waste  and  abuse  is  held  on  March  17-18,  1998. 

PAYMENT  RATES  AND  FRAUDULENT  CLAIMS 

Ms.  Northup:  What  steps  is  HCFA  taking  to  ensure  that  patients  will  not  be 
shortchanged  and  rates  will  not  be  set  using  historical  data  inflated  with  fraudulent  and 
abusive  claims  once  post-acute  care  services  are  paid  for  prospectively  under  the 
Balanced  Budget  Act? 

Ms.  DeParle:  With  regard  to  developing  a  prospective  payment  system  (PPS)  for 
home  health  services,  the  statute  requires  that  the  system  be  based  on  audited  cost  reports. 
Since  neither  time  nor  resources  would  allow  the  auditing  of  all  home  health  agencies,  we 
have  developed  a  statistically-valid,  representative  sample  of  home  health  agencies  and 
begun  the  processes  of  conducting  full  field  audits  of  these  providers.  We  have  also 
taken  care  to  assure  that  these  audits  be  directed  at  FY  1997,  the  most  current  fiscal  year 
which  can  be  successfully  audited,  to  capture  the  effects  of  HCFA's  enhanced  fraud  and 
abuse  detection  activities  under  Operation  Restore  Trust.  We  believe  the  use  of  these 
data  for  rate  setting  will  ensure  that,  to  the  maximum  extent  possible,  PPS  rates  for  home 
health  will  not  be  inflated  by  fraudulent  or  abusive  practices. 

With  regard  to  the  skilled  nursing  facility  (SNF)  prospective  payment  system  (PPS) 
that  will  be  implemented  on  July  1,  1998,  aspects  of  the  new  system  are  central  to 
ensuring  quality  care  for  beneficiaries.  For  example,  we  believe  that  the  change  from  the 
current  reasonable  cost  SNF  payment  methodology  (which  averages  the  routine  costs  of 
all  residents'  care)  to  a  case-mix  adjusted  PPS  (which  directly  links  the  level  of  Medicare 
payment  to  the  resource  intensity  of  the  individual  resident)  will  provide  payment 
commensurate  with  each  beneficiary's  needs.  Similarly,  we  anticipate  that  SNF  residents 
will  benefit  from  the  consolidated  billing  provision  in  terms  of  increased  facility 
coordination  of  and  responsibility  for  the  entire  package  of  care  and  services  that  they 
receive,  as  well  as  diminished  out-of-pocket  liability  for  Part  B  deductibles  and 
coinsurance  in  connection  with  those  previously  unbundled  services  that  will  now  be 
included  in  the  facility's  Part  A  bill.  In  addition,  HCFA  is  in  the  process  of  developing  a 
quality  medical  review  process  as  required  under  section  4432  of  the  BBA  1997.  Finally, 
the  linkages  between  the  payment,  quality,  and  survey  processes  resulting  from  the 
automated  resident  assessment  data  will  be  key  to  maintaining  quality  for  Medicare  SNF 
beneficiaries. 
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HCFA  has  developed  a  cost  data  base  for  computing  SNF  PPS  rates  free  of 
inappropriate  costs  to  the  extent  possible  given  the  time  constraints  and  our  authority 
under  the  BBA  1997.  As  required  by  the  BBA,  the  PPS  rates  are  based  on  SNF  cost  data 
for  cost  reporting  periods  beginning  in  FY  1995.  This  section  requires  that  costs 
associated  with  as-submitted  cost  reports  be  adjusted  to  reflect  the  effects  of  the 
settlement  process.  HCFA  has  developed  the  methodology  to  make  this  adjustment  and 
will  apply  it  in  the  development  of  the  PPS  rates.  The  majority  of  the  cost  reports  used  in 
developing  the  rates  are  settled  with  only  a  minority  of  those  reports  having  been  settled 
with  audits. 

HCFA  did  not  have  the  opportunity  to  audit  all  the  base  year  cost  reports  and  disallow 
additional  amounts  that  may  have  been  determined  inappropriate.  Auditing  all  15,000 
SNF  cost  reports  (or  enough  reports  to  impact  the  rates  significantly)  was  infeasible  from 
the  standpoint  of  time,  cost,  expertise,  and  evidence.  In  addition,  our  reading  of  the 
statute  does  not  comport  with  making  adjustments  to  settled  SNF  cost  reports,  either  at 
the  facility  level  or  in  the  aggregate,  to  reflect  the  effects  of  audit.  It  should  be  noted  that 
the  formula  for  developing  the  PPS  rates,  as  set  forth  in  the  BBA  1997,  results  in  over 
$12.96  billion  in  savings  over  5  years  for  the  Medicare  program.  This  reduction  has  a 
significant  impact  on  the  level  of  the  payment  rates. 

MEDICARE  INTEGRITY  PROGRAM  CONTRACTS 

Ms.  Northup:  What  are  HCFA's  goals  for  implementing  the  Medicare  Integrity 
Program  contracts? 

Ms.  DeParle:  The  Medicare  Integrity  Program  (MIP),  enacted  in  the  Health  Insurance 
Portability  and  Accountability  Act  of  1996,  authorizes  the  Secretary  to  promote  the 
integrity  of  the  Medicare  program  by  entering  into  contracts  with  eligible  entities  to  carry 
out  activities  such  as  audits  of  cost  reports,  medical  and  utilization  review,  and  payment 
determinations.  MIP  provides  a  stable  source  of  funding  for  HCFA's  program  integrity 
activities,  and  gives  us  authority  to  contract  for  these  activities  with  any  qualified  entity, 
not  just  those  insurance  companies  who  are  currently  our  fiscal  intermediaries  or  carriers. 

The  MIP  strengthens  the  Secretary's  ability  to  deter  fraud  and  abuse  in  the  Medicare 
program  in  many  ways.  First,  it  creates  a  separate  and  stable  long-term  funding 
mechanism  for  program  integrity  activities.  Historically,  Medicare  contractor  budgets  had 
been  subject  to  fluctuations  of  funding  levels  from  year  to  year.  Such  variations  in 
funding  did  not  have  anything  to  do  with  the  underlying  requirements  for  program 
integrity  activities.  This  instability  made  it  difficult  for  HCFA  to  invest  in  innovative 
strategies  to  control  fraud  and  abuse.  Our  contractors  also  found  it  difficult  to  attract, 
train,  and  retain  qualified  professional  staff,  including  clinicians,  auditors,  and  fraud 
investigators.  A  dependable  funding  source  allows  HCFA  the  flexibility  to  invest  in  new 
and  innovative  strategies  to  combat  fraud  and  abuse.  It  helps  HCFA  shift  emphasis  from 
post-payment  recoveries  on  fraudulent  claims  to  prepayment  strategies  designed  to  ensure 
that  we  pay  claims  correctly  the  first  time. 
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Second,  by  permitting  the  Secretary  to  use  full  and  open  competition  rather  than 
requiring  that  HCFA  contract  only  with  the  existing  intermediaries  and  carriers  to 
perform  MIP  functions,  the  Government  can  seek  to  obtain  the  best  value  for  its 
contracted  services.  Because  prior  law  limited  the  pool  of  contractors  that  could  compete 
for  contracts,  we  were  not  always  able  to  negotiate  the  best  deal  for  the  taxpayers  or  take 
advantage  of  new  ways  to  deter  fraud  and  abuse.  Using  competitive  procedures  as 
established  in  the  Federal  Acquisition  Regulations  (FAR),  we  expect  to  attract  a  variety 
of  offerors  who  will  propose  innovative  approaches  to  implement  MIP. 

Third,  MIP  permits  HCFA  to  address  potential  conflict  of  interest  situations.  We  will 
require  our  contractors  to  report  situations  which  may  constitute  conflicts  of  interest, 
thus  reducing  the  number  of  instances  where  there  is  either  an  actual,  or  an  apparent, 
conflict  of  interest.  By  invoking  the  FAR  in  establishing  multi-year  contracts  with  an 
expanded  pool  of  contractors,  we  will  be  able  to  avoid  potential  conflicts  of  interest  and 
obtain  the  best  value.  Also,  by  permitting  us  to  develop  methods  to  identify,  evaluate  and 
resolve  conflicts  of  interest,  we  can  create  a  process  to  ensure  objectivity  and  impartiality 
when  dealing  with  our  contractors.  This  is  a  concern  particularly  when  intermediaries  and 
carriers  are  also  private  health  insurance  companies  processing  Medicare  claims. 

Regulations  to  implement  MIP  will  be  published  as  proposed  rules  shortly  and  we 
will  also  release  a  draft  statement  of  work  for  a  program  safeguard  contractor.  As  we 
transitioned  work  from  one  of  our  former  contractors,  the  Aetna  Insurance  Company 
(which  terminated  its  Medicare  contract  with  HCFA),  we  have  been  testing  a  new 
contracting  relationship  in  several  Western  States  that  will  separate  out  (and  consolidate) 
payment  integrity  activities  from  claims  processing.  This  will  give  us  valuable  experience 
as  we  prepare  to  implement  MIP. 

PROGRAM  INTEGRITY  PERFORMANCE  MEASURES 

Ms.  Northup:  In  the  interim,  what  concrete  performance  measures  have  been 
developed  for  the  sixty  some  contractors  for  conducting  payment  safeguard  activities? 

Ms.  DeParle:  Carriers  and  intermediaries  are  evaluated  each  year  on  their 
performance  in  the  area  of  Program  Integrity  (medical  review,  fraud,  audit,  and  Medicare 
Secondary  Payer).  We  continue  to  look  for  potential  performance  measures  which  could 
quantify  the  activities  of  the  contractors.  However,  we  do  not  want  to  have  a  measure 
that  focuses  on  the  return  on  investment  or  a  numerical  goal  for  denied  claims.  Simply 
put,  this  could  potentially  create  incentives  for  inappropriate  denials  in  order  to  meet  a 
numerical  goal. 

Ms.  Northup:  Like  HCFA,  HUD  was  listed  on  GAO's  "high-risk"  list.  To  its  credit, 
HUD  committed  itself  to  a  specific  performance  measure  of  getting  off  the  high-risk  list 
by  March  1999. 
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Is  HCFA  willing  to  make  a  specific  commitment  to  get  Medicare  off  the  GAO  high- 
risk  by  a  date  certain? 

Ms.  DeParle:  The  GAO' s  High  Risk  Series  Report  on  Medicare  (GAO/HR-97- 10) 
outlines  a  number  of  areas  within  the  entire  Medicare  program  that  it  believes  are  high 
risk.  Our  commitment  to  reduce  the  error  rate  to  1 0  percent  over  five  years  will  be  a 
major  part  of  the  effort  needed  to  remove  HCFA  from  the  GAO  high  risk  list. 

GPRA  ISSUES 

Ms.  Northup:  HCFA's  performance  target  for  reducing  home  health  care  fraud  (goal 
12,  page  V-25)  is  to  "implement  provisions  of  the  Balanced  Budget  Act  of  1997  related 
to  reducing  home  health  fraud  and  abuse  that  are  required  to  be  implemented  by 
FY  1999."  This  target  is  not  outcome  oriented,  and  reflects  no  commitment  to  actually 
reduce  fraud  at  all. 

Doesn't  this  target  simply  commit  HCFA  to  do  what  the  law  already  obligates  it  to  do 
in  FY  1999? 

Ms.  DeParle:  Taking  full  advantage  of  the  new  tools  for  fighting  fraud  and  abuse 
contained  in  the  BBA  is  a  major  undertaking  for  HCFA.  The  steadily  increasing  volume 
of  investigations,  indictments,  and  convictions  against  home  health  agencies  has  led  to  a 
great  deal  of  publicity  and  concern  about  home  health  care  fraud.  In  response  to  this 
concern,  during  1997  President  Clinton  and  Secretary  Shalala  announced  an 
unprecedented  moratorium  on  the  entry  of  any  new  home  health  agencies  into  Medicare. 
The  moratorium  on  entry  of  new  home  health  agencies  was  designed  to  reduce  the 
likelihood  of  "fly-by-night"  operators  entering  the  program  while  HCFA  strengthened  its 
requirements,  thus  preventing  fraud,  waste  and  abuse. 

While  the  temporary  moratorium  was  in  effect,  the  Department  of  Health  and  Human 
Services  worked  to  implement  program  safeguards  included  in  the  Balanced  Budget  Act, 
and  worked  on  important  changes  in  requirements  for  home  health  agencies.  For 
example,  DHHS  will  implement  the  statutory  requirement  that  home  health  agencies  post 
at  least  a  $50,000  surety  bond  before  they  are  certified.  Additionally,  a  related  rule  will 
require  new  agencies  to  have  enough  funds  on  hand  to  operate  for  the  first  three  to  six 
months.  These  requirements  establish  the  financial  stability  of  home  health  providers. 

During  this  six-month  moratorium,  the  Department  also  developed  more  stringent 
standards  against  fraud.  The  new  regulations  include  requirements  for  more  business 
information  from  home  health  agencies;  recertification  every  three  years  with 
independent  audits  each  time;  and  experience  based  on  serving  a  minimum  number  of 
patients  prior  to  Medicare  certification.  In  conjunction  with  these  regulations,  new  videos 
and  brochures  will  be  designed  to  teach  beneficiaries  how  to  detect  and  report  fraud  and 
abuse. 


363 


These  changes  not  only  strengthen  the  payment  safeguards  we  already  have  in  place, 
but  expand  and  enhance  them.  There  will  always  be  unscrupulous  providers  and 
questionable  billing  practices,  but  with  the  additional  tools  provided  to  us  in  the  BBA  and 
our  new,  stricter  standards,  we  will  have  the  ability  to  be  one  step  ahead  of  them.  The 
new  tools  provided  to  us  in  the  BBA  are  so  numerous  and  significant  that  prompt  and 
effective  implementation  of  these  provisions  is  indeed  a  major  HCFA  activity  that  is 
worthy  of  inclusion  in  the  performance  plan.  However,  as  noted  above,  our  stepped-up 
vigilance  in  the  area  of  fraud  and  abuse  prevention  and  detection  goes  beyond  the 
activities  required  by  the  BBA  law. 

Ms.  Northup:  What  other  goals  and  targets,  if  any,  did  HCFA  consider  for  home 
health  care  fraud? 

Ms.  DeParle:  HCFA's  Annual  Performance  Plan  (APP)  includes  two  goals  (Goals  12 
and  13)  relating  to  Medicare  home  health  fraud  and  abuse.  The  first  relates  to 
implementation  of  related  BBA  provisions  (which  is  an  output  goal  rather  than  an 
outcome  goal)  but  the  second  is  an  outcome  goal — reduce  the  percentage  of  Medicare 
home  health  services  provided  for  which  improper  payment  is  made.  With  these  two 
goals  (out  of  22  total  goals)  dedicated  to  home  health  fraud  and  abuse,  we  did  not  believe 
that  any  additional  performance  goals  were  needed  in  this  program  area  in  order  to  have 
adequate  coverage  of  this  program  area  in  the  performance  plan. 

Ms.  Northup:  Couldn't  HCFA  develop  some  outcome  fraud-reduction  targets? 

Ms.  DeParle:  HCFA  is  exploring  ways  to  establish  service-specific  error  rates  that 
would  allow  us  to  more  confidently  target  our  resources  and  measure  our  impact.  These 
methods  are  currently  being  pilot-tested.  In  the  meantime,  goal  13  in  the  performance 
plan  (global  rate  of  error  in  the  home  health  program)  is  our  outcome  measure  in  this 
area. 

Ms.  Northup:  What  prevents  HCFA  from  establishing  a  nationwide  outcome  target 
based  on  estimated  levels  of  improper  payments? 

Ms.  DeParle:  The  OIG  CFO  report  did  not  establish  an  error  rate  for  specific  claim 
types,  such  as  home  health  services.  The  error  rate  was  statistically  significant  at  the 
aggregate  level  only.  Therefore  the  special  OIG  study  of  home  health  fraud  and  error  in 
four  States  was  the  source  of  baseline  information.  Although  this  limits  the  performance 
goal  to  those  four  States,  the  four  States  that  were  the  subject  of  the  OIG  report  on  home 
health  fraud  and  abuse  are  responsible  for  over  28  percent  of  all  home  health 
reimbursements.  Eventually  we  expect  to  have  the  national  data  on  home  health  error  and 
fraud  that  would  allow  us  to  establish  a  national  performance  goal  in  this  area.  However, 
our  FY  99  performance  goal  represents  an  important  first  step  in  that  direction.  Further, 
even  though  the  GPRA  goal  measures  improvement  only  in  four  States  due  to  the 
limitations  of  available  data,  in  fact  most  of  the  steps  we  are  taking  to  reduce  fraud, 
abuse,  and  error  are  being  taken  in  all  States  and  will  have  benefits  nationwide. 
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Ms.  Northup:  How  did  HCFA  arrive  at  this  target? 

Ms.  DeParle:  The  Office  of  Inspector  General  (OIG)  of  HHS  recently  reported  that 
nearly  40  percent  of  home  health  services  provided  in  four  of  the  five  ORT  States  did  not 
meet  the  Medicare  requirements  for  payment.  It  was  both  OIG's  assessment  and  HCFA's 
assessment  that  a  target  reduction  in  "improper"  payments  of  5  percent  is  a  meaningful, 
ambitious,  as  well  as  realistic  reduction  in  improper  claims  for  home  health  services. 
HCFA  officially  concurs  with  the  specific  OIG  recommendation  to  reduce  the  percent  of 
home  health  services  provided  for  which  improper  payment  is  made  from  40  to  35 
percent  in  California,  Illinois,  New  York,  and  Texas  by  FY  1999. 

Ms.  Northup:  Did  HCFA  consider  more  challenging  targets? 

Ms.  DeParle:  We  do  not  agree  that  "the  target  reduction  from  40  to  35  percent 
appears  weak"  because  it  assumes  that  the  level  of  payments  the  OIG  has  termed 
"improper"  are  payments  that  can  successfully  be  identified  through  a  cost-effective 
claims  process.  For  example,  many  of  the  claims  the  OIG  determined  "improper"  were 
because,  in  the  view  of  the  OIG's  inspectors,  individuals  were  not  "homebound."  At  the 
same  time,  OIG  concedes  that  there  is  not  a  feasible  means  of  identifying  these 
individuals  through  the  claims  process.  HCFA's  legislative  recommendation  to  make  the 
criteria  for  "homebound"  explicit  was  not  enacted.  Instead,  a  requirement  was  enacted 
for  a  study  of  possible  criteria  for  making  the  determinations  accurately.  The  requirement 
for  the  study  underlines  the  difficulty  in  identifying  the  cases.  The  study  is  ongoing.  In 
the  interim,  our  goal  reflects  a  real  reduction  in  improper  claims  of  types  for  which 
technology  exists  to  accomplish  the  goal. 

Ms.  Northup:  How  did  you  arrive  at  these  targets  and  what  alternatives  did  you 
consider? 

Ms.  DeParle:  These  targets  were  carefully  considered  by  the  managers  in  charge  of 
program  integrity  for  the  Medicare  fee-for-service  program.  Factors  such  as  historic 
trends,  compliance  by  our  providers,  contractor  costs,  and  human  and  financial  resources 
available  were  taken  into  account  in  arriving  at  the  targets.  In  addition,  workload 
requirements  with  the  many  legislative  initiatives  being  implemented  at  HCFA  at  this 
time  and  in  the  near  future  were  also  taken  into  consideration  in  our  decisions.  Three  of 
the  four  needed  actions  (increase  level  of  claims  review,  increase  number  of  contractor 
medical  directors,  and  work  with  the  provider  community  to  improve  medical 
documentation  and  promote  correct  coding)  to  accomplish  this  goal  are 
contractor/provider  functions.  Thus  HCFA  has  to  work  through  the  limitations  of  the 
contractor  management  process,  which  increases  the  variables  that  may  impact  reaching 
the  goal. 

Ms.  Northup:  Do  you  regard  these  targets  as  ambitious? 
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Ms.  DeParle:  We  regard  this  target  as  realistic.  Reducing  the  error  rate  requires  more 
claims  review,  and  specifically  a  resource  intensive  review  that  is  done  on  a  prepayment 
basis  with  evaluation  of  medical  records.  HCFA  processes  over  900  million  claims  a 
year  and  each  percent  increase  in  claims  review  means  9  million  claims.  While  our 
funding  is  increasing,  the  review  level  needed  to  impact  the  error  rate  is  unclear.  We 
should  have  more  information  when  the  OIG  conducts  the  audit  of  FY  1998.  This  audit 
will  occur  in  FY  1999  and  will  be  the  first  year  that  will  reflect  the  corrective  actions  we 
took  beginning  in  late  FY  1997  (the  report  was  issued  in  June  of  1997)  and  FY  1998  to 
address  the  CFO  report  for  FY  1996. 

Ms.  Northup:  Do  you  believe  we  should  simply  resign  ourselves  to  accepting 
Medicare  error  rates  that  waste  billions  of  dollars  each  year? 

Ms.  DeParle:  Absolutely  not.  Eliminating  fraud,  waste  and  abuse  from  the  Medicare 
program  is  a  continuing  commitment  and  priority  of  this  Administration.  We  will  fully 
use  the  legislative  authorities  and  funding  Congress  has  given  us  to  step  up  the  battle  and 
safeguard  the  Medicare  trust  funds  against  improper  spending. 

SUPPORT  FOR  PAYMENT  SAFEGUARDS 

Ms.  Northup:  One  of  the  advantages  to  establishing  standard  health  data  transactions, 
data  sets,  and  identifiers,  as  required  by  the  administrative  simplification  provisions  of 
Health  Insurance  Portability  and  Accountability  Act  is  that  it  would  allow  better  program 
monitoring.  As  one  example,  because  HCFA  lacks  a  system  for  coding  items  uniformly, 
it  does  not  know  what  items  have  been  bought  for  Medicare  patients  and  how  much  was 
spent  for  a  given  item.  HCFA  appears  to  be  resisting  the  Uniform  Product  Numbering 
System  that  other  payers  are  adopting. 

Since  the  data  standards  were  to  have  been  finalized  by  February  1998,  what  is  the 
status  of  development  of  these  data  standards? 

Ms.  DeParle:  Due  to  our  extensive  consultation  with  outside  groups  to  develop  these 
important  regulations,  we  anticipate  that  the  proposed  rules  will  be  published  in  early 
spring  of  1998,  and  that  the  final  rules  will  be  published  approximately  six  months  later. 
Although  we  expect  to  have  the  final  regulations  published  in  late  1998,  the  timeframe 
will  ultimately  depend  on  the  number  of  comments  received.  It  is  our  goal  to  be  as 
responsive  as  possible  to  public  reaction  and  to  ensure  that  the  highest  quality  standards 
are  adopted. 

The  delay  in  recommending  standards  and  developing  regulations  for  these  standards 
is  primarily  due  to  the  consultation  process  with  the  industry,  the  internal  review  process 
and  the  complexity  of  the  analyses. 

Ms.  Northup:  Why  is  this  not  reflected  in  the  plan  or  performance  indicators? 
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Ms.  DeParle:  HCFA's  performance  plan  is  based  on  the  idea  that  core  beneficiary 
outcome  measures  are  at  the  heart  of  the  plan,  beneficiary-related  measures  second,  and 
administrative  output  goals,  such  as  a  goal  about  implementation  of  data  standards,  a 
third  tier.  Therefore,  we  included  only  a  limited  number  of  process  and  output  goals  that 
captured  some  of  the  most  significant  administrative  activities  of  our  agency  from  the 
standpoint  of  beneficiaries  and  the  taxpaying  public.  These  included,  for  example,  a  goal 
to  reduce  the  overall  error  rate  in  fee-for-service  Medicare,  a  goal  to  implement  all  the 
new  payment  systems  mandated  in  the  BBA,  and  a  goal  to  ensure  the  continuity  of 
payments  to  beneficiaries  throughout  the  Millennium  transition  period.  The  size  of 
HCFA's  budget  and  the  scope  of  our  activities  forced  us  to  select  a  "vital  few"  major 
administrative  goals  for  emphasis  in  the  performance  plan.  Only  a  small  fraction  of 
HCFA's  many  activities  are  explicitly  addressed  in  the  performance  plan. 

Ms.  Northup:  Will  the  Secretary  be  adopting  Uniform  Product  Numbering  for 
medical  items? 

Ms.  DeParle:  We  agree  on  the  need  for  improved  Medicare  payment  accountability, 
and  believe  that  universal  product  numbers  (UPNs)  have  the  potential  to  fight  fraud  and 
abuse  by  addressing  the  overpayment  for  durable  medical  equipment,  prosthetics, 
orthotics  and  surgical  supplies  (DMEPOS).  But  we  also  recognize  considerable  problems 
that  must  be  addressed  before  UPNs  can  be  implemented  and  become  cost-effective 
under  Medicare. 

Beyond  the  simple  mechanics  of  assigning  UPNs,  in  an  industry  where  about 
30  percent  of  products  are  not  yet  coded,  we  must  be  able  to  assign  UPNs  with  some 
meaning.  Unlike  the  Department  of  Defense,  which  acts  as  a  receiver  of  products,  no 
single  entity  has  clear  authority  to  assign  uniform  meaning  to  such  numbers  under 
Medicare.  Given  that  DME  manufacturers,  and  not  HCFA,  assign  UPNs  to  these  medical 
products,  we  would  need  to  establish  requirements  concerning  how  these  numbers  are 
assigned.  And  assuming  that  a  meaningful  UPN  system  was  developed,  we  would  still 
face  detailed  decisions  of  how  to  use  such  numbers  in  a  reasonable  program  integrity 
effort. 

One  substantial  barrier  to  use  of  UPNs  as  a  reimbursement  tool  is  the  need  for  a 
database  relating  UPNs  (containing  valuable  descriptive  information)  to  our  current 
Healthcare  Common  Procedural  Coding  System  (HCPCS).  For  a  given  UPN,  HCFA 
would  need  to  know  the  product's  features,  manufacturer's  product  price,  purpose  and 
uses  of  the  product,  and  the  HCPCS  code  to  which  the  UPN  should  be  associated. 
Substantial  funding,  staff  time,  and  authority  for  data  collection  would  be  required,  both 
to  support  internal  changes  to  accommodate  the  UPNs  and  the  external  activities  in 
creating  such  a  database. 

In  our  investigation  of  the  changes  needed  to  implement  a  UPN  system,  we  have 
requested  that  our  regional  durable  medical  equipment  (DME)  carriers  provide  a  cost 
estimate  for  UPN  implementation,  including  the  substantial  aspect  of  creating  a 
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UPN/HCPCS  database.  It  is  unclear  that  the  use  of  a  UPN  coding  system  will  be  more 
efficient  in  identifying  overpayments  for  DMEPOS  items.  For  example,  a  combination 
of  our  inherent  reasonableness  authority  and  coding  refinements  might  be  a  more  efficient 
way  to  identify  and  eliminate  overpayments.  And  finally,  addition  of  UPNs  may  not  lead 
to  the  desired  administrative  simplification,  if  we  end  up  with  a  potentially  effective  but 
more  complex  combination  of  UPN  and  HCPCS  codes. 

COMMUNITY  HEALTH  CENTERS 

Ms.  Northup:  As  the  new  HCFA  administrator,  what  will  you  do  maximize  the  dollar 
amount  which  goes  to  patient  care? 

Ms.  DeParle:  We  admit  that  the  implementation  of  any  new  program  results  in  a 
learning  curve  for  both  providers  and  beneficiaries.  The  old  fee-for-service  system 
emphasized  provider  payment,  while  managed  care  emphasizes  the  coordination  of 
appropriate  care  for  beneficiaries  within  a  network  of  primary  care  providers.  Sometimes 
additional  paperwork  is  required  to  improve  the  tracking  and  coordination  of  services  for 
beneficiaries,  such  as  well  child  care  and  EPSDT  services.  HCFA  has  been  monitoring 
the  Kentucky  section  1115  demonstration  and  can  assure  you  that  efforts  are  being  made 
to  resolve  any  administrative  issues  that  have  arisen  as  a  result  of  the  implementation  of  a 
new  program.  These  efforts  have  involved  the  provider  community,  including  the  family 
health  center.  However,  HCFA  believes  that  some  administrative  changes  are  necessary 
to  implement  a  system  to  improve  the  coordination  of  appropriate  care  for  beneficiaries. 
We  feel  this  is  the  best  approach  to  achieve  quality  care  and  maximize  the  dollar  amounts 
available  for  patient  care. 

Ms.  Northup:  How  will  you  help  states  develop  programs  so  that  more  funding  can  go 
to  patient  care? 

Ms.  DeParle:  HCFA  is  willing  to  provide  States  with  technical  assistance  to  develop 
managed  care  programs  that  offer  both  quality  and  cost-effective  care  to  beneficiaries. 
We  believe  that  through  a  cooperative  effort  with  the  States,  HCFA  can  promote  both 
quality  care  for  the  Medicaid  beneficiaries  while  reducing  costs  by  changing  previous 
patterns  of  use  that  have  proven  to  be  both  high  cost  and  ineffective,  i.e.  high  emergency 
room  use  for  routine  services.  We  feel  this  is  the  best  approach  to  maximize  the  amount 
of  Medicaid  dollars  available  for  patient  care. 

GPRA:  MEDICAID  ISSUES 

Ms.  Northup:  The  HHS  Performance  Plan  Summary  states  (page  7)  that  it  was  "not 
feasible"  for  HCFA  to  develop  outcome-oriented  performance  goals  and  measures  for  the 
Medicaid  program  for  FY  1999.  Therefore,  HCFA  requested  and  OMB  granted  it  a 
waiver  from  the  requirement  for  performance  goals  and  measures  for  FY  1999. 
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The  plan  summary  indicates  that  the  reason  for  this  situation  was  the  need  to  work 
with  the  States  to  develop  outcome  goals  and  measures.  Is  that  correct? 

Ms.  DeParle:  Yes;  that  is  correct.  The  States  and  territories  are  integral  partners  with 
HCFA  in  administering  the  Medicaid  program,  and  we  need  to  work  with  the  National 
Governor's  Association,  the  Medicaid  Directors,  and  other  stakeholders  to  develop  strong 
performance  measures  for  the  overall  Medicaid  program.  These  negotiations  are 
presently  under  way. 

Ms.  Northup:  The  Government  Performance  and  Results  Act  was  enacted  almost  5 
years  ago,  giving  agencies  plenty  of  time  to  prepare  for  its  implementation.  Why  didn't 
HCFA  work  with  the  States  on  a  more  timely  basis  to  at  least  get  a  better  start  on 
developing  goals  and  measures  for  Medicaid? 

Ms.  DeParle:  While  it  is  true  that  GPRA  was  enacted  nearly  five  years  ago,  it  is  also 
true  that  it  was  not  clear  what  the  expectations  for  GPRA  performance  goals  were  going 
to  be  in  shared  programs  and  varied  programs  such  as  Medicaid.  Ensuring  agreement  on 
what  key  performance  goals  and  indicators  should  be  across  56  Medicaid  programs  is  a 
primary  issue;  HCFA  has  initiated  negotiations  with  States  on  developing  the  Medicaid 
performance  measure.  Since  passage  of  the  1997  Balanced  Budget  Act  (BBA),  the 
options  available  to  State  Medicaid  programs  and  the  requirements  placed  on  States  have 
changed  significantly.  Given  the  new  environment  in  which  HCFA  and  the  States  are 
now  operating  since  passage  of  the  BBA,  the  substance  of  the  State  Medicaid  programs 
will  change,  and  the  resultant  nature  of  any  Medicaid  performance  goals  will  change  as 
well.  Any  performance  measures  negotiated  even  two  years  ago  would  need  to  be 
thoroughly  revised  and  revisited  according  to  our  current  timeframe.  Given  the  growing 
role  of  managed  care,  the  greater  flexibility  afforded  Medicaid  programs  in  several  areas, 
and  a  myriad  of  other  program  changes  recently  enacted,  this  is  an  optimum  time  to  now 
be  engaged  in  a  discussion  with  our  partners  in  State  Medicaid  programs  on  the  design  of 
Medicaid  program  performance  goals. 

While  specific,  State-inclusive,  performance  goals  related  to  accomplishments  of  the 
Medicaid  program  are  not  currently  included  in  HCFA's  Annual  Performance  Plan,  there 
are  several  performance  goals  included  in  the  plan  that  are  related  to  Medicaid.  These 
include  providing  data  on  dually  eligible  beneficiaries,  improving  access  to  care  for 
Medicare  beneficiaries  who  do  not  have  supplemental  insurance,  and  decreasing  the 
number  of  uninsured  children.  In  addition,  the  quality  performance  goals  on  use  of 
restraints  in  long  term  care  facilities  and  laboratory  testing  measure  improvements  in  care 
for  both  Medicare  and  Medicaid  beneficiaries.  We  are  currently  working  with  the  State 
Medicaid  Directors,  the  National  Governors  Association,  and  others  to  develop 
appropriate  State-inclusive  Medicaid  program  performance  goals.  The  goals  will  be 
included  in  HCFA's  FY  2000  annual  performance  plan. 
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Ms.  Northup:  What  are  HCFA  and  the  States  doing  to  ensure  that  the  data  collected 
from  the  States  are  comparable  so  that  Medicaid  performance  can  be  measured  across 
states? 

Ms.  DeParle:  As  of  January  1,  1999,  all  States  are  required  under  the  Balanced 
Budget  Act  of  1997  to  submit  Medicaid  claims  and  eligibility  data  as  defined  by  our 
Medicaid  Statistical  Information  System  (MSIS)  requirements.  Prior  to  this,  about  30 
States  participated  in  the  MSIS  program  on  a  voluntary  basis.  As  a  result,  we  have 
developed  considerable  experience  in  trying  to  balance  the  individual  needs  of  States  in 
terms  of  the  data  they  need  to  run  their  programs  and  our  national  needs  for  consistent 
and  accurate  data  that  can  be  used  to  compare  programs  across  State  boundaries.  We  are 
using  this  experience  to  develop  new  guidelines  to  assure  data  uniformity  for  all  States 
now  required  to  send  HCFA  data.  However,  Congress  has  just  recently  mandated  the 
collection  of  data  from  all  States  for  the  30  year  old  Medicaid  program.  Realistically 
speaking,  it  will  take  HCFA  several  years  to  ensure  that  the  data  that  we  do  begin  to 
receive  is  of  high  enough  quality  to  accomplish  our  mutual  goal  of  data  consistency  for 
comparison  across  States. 

In  addition,  the  Health  Insurance  Portability  and  Accountability  Act  of  1996  required 
that  all  health  care  plans,  providers,  and  payers  take  certain  steps  to  assure  they  follow 
uniform  data  definitions  and  collect  consistent  data  sets.  We  will  be  publishing  our 
requirements  in  final  form  shortly  once  we  have  received  public  comment  on  the 
proposed  regulations  that  are  soon  to  be  published.  These  electronic  data  interchange 
standards  will  go  a  long  way  toward  assuring  data  uniformity  not  only  across  Medicaid 
programs  but  all  programs~both  public  and  private. 

It  is  important  to  reiterate  that  Medicaid  has  evolved  over  the  past  30  years  as  a  joint 
venture  between  the  States  and  the  Federal  government.  As  such,  we  have  allowed  and 
encouraged  States  to  be  creative  in  the  development  of  this  program  to  meet  the  needs  of 
their  citizens.  Various  approaches  have  been  followed  and,  unlike  the  Medicare  program 
which  is  run  exclusively  by  HCFA  with  the  assistance  of  contractors,  Medicaid  data  from 
State  to  State  vary  widely  in  definition,  items  required  to  be  collected,  and  uniformity. 
We  have  always  had  difficulty  making  State-by-State  comparisons  for  this  reason.  We 
recognize  the  need  to  have  a  uniform  data  set  and  the  measures  mentioned  above  will  go 
a  long  way  toward  achieving  that  end.  For  those  performance  measures  to  be  included  in 
next  year's  budget,  we  intend  to  work  with  the  States  to  provide  the  data  needed  to 
measure  such  goals. 

GPRA:  GENERAL  STATUS  OF  IMPLEMENTATION 

Ms.  Northup:  In  January,  GAO  reported  that  substantial  program  growth  and  greater 
responsibilities  are  outstripping  HCFA's  capacity  t  manage  its  existing  workload.  Based 
on  interviews  with  HCFA's  own  managers,  GAO  found  that  the  agency  staff  lacks  the 
expertise  to  carry  out  all  its  functions.  Immediate  challenges,  such  as  the  year  2000 
computer  conversion,  divert  resources  and  further  threaten  HCFA's  ability  to  carry  out 
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other  work.  One  major  theme  voiced  by  the  HCFA  managers  was  that  the  agency  is 
"robbing  Peter  to  pay  Paul."  GAO  concluded  that  HCFA  has  not  developed  a  complete 
approach  to  deal  with  its  current  workload. 

Do  you  agree  with  these  observations? 

Ms.  DeParle:  I  agree  that  HCFA's  current  challenges  are  many  and  that  we  are  in  the 
position  of  needing  to  be  as  efficient  and  purposeful  as  we  possibly  can  be  to  ensure  that 
our  limited  resources  are  managed  wisely  to  cover  our  expanding  mission.  In  general, 
however,  I  believe  we  are  on  target  to  meet  the  challenges  of  BBA  implementation,  to 
significantly  reduce  fraud  and  abuse  in  the  programs,  and  to  modernize  our  automated 
processes  to  meet  the  new  Millennium  without  significant  disruptions  to  the  Medicare 
and  Medicaid  programs.  We  do  have  a  few  areas  in  which  our  skill  sets  are  not  presently 
well  matched  to  our  new  responsibilities,  e.g.,  the  insurance  regulation  function  from 
HIPAA,  and  we  do  have  large  numbers  of  long-term  employees  who  are  nearing 
retirement.  We  have  to  bring  in  new  employees  with  the  skills  we  need  to  be  successful, 
which  in  some  instances  are  skills  and  experience  different  from  those  of  most  current 
employees. 

Ms.  Northup:  How  does  your  performance  plan  address  these  points? 

Ms.  DeParle:  I  would  say  that  the  current  challenges  HCFA  faces  as  an  agency  are 
well  reflected  in  our  performance  plan.  We  have  performance  goals  relating  to  BBA 
implementation,  Millennium  compliance,  error  rate  reduction,  and  most  of  the  other  key 
priorities  that  will  need  to  be  met  during  the  next  several  years.  If  we  succeed  on  our 
performance  goals,  we  will  have  succeeded  at  meeting  the  workload  challenge.  Put 
differently,  the  performance  plan  helps  focus  our  attention  on  our  highest  priority 
activities  and  then  measures  our  success  at  carrying  them  out. 

GPRA:  BEARING  ON  PROPOSAL  TO  EXPAND  MEDICARE 

Ms.  Northup:  What  bearing  does  this  have  on  current  proposals  to  further  expand 
Medicare? 

Ms.  DeParle:  I  would  say  that  it  has  little  bearing  on  the  Medicare  proposals  recently 
submitted  to  the  Congress  as  part  of  the  President's  Budget.  The  Medicare  "buy-in" 
proposal  is  self-financing  in  the  long-run.  HCFA  supports  the  viability  of  each  of  the 
proposals  contained  in  the  President's  Budget,  including  the  Medicare  "buy-in"  proposal. 
Moreover,  none  of  these  proposals,  if  enacted,  would  compromise  one  another. 

BENEFICIARY  EDUCATION  UNDER  BBA 

Ms.  Northup:  Has  HCFA  done  any  research  to  determine  the  amount  of  funding 
needed  to  fund  the  various  beneficiary  education  activities  required  under  the  Balanced 
Budget  Act? 
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Ms.  DeParle:  HCFA  has  done  research  to  determine  the  amount  of  funding  needed  in 
FY  1998  and  we  have  decided  to  conduct  all  required  Medicare+Choice  education 
activities  at  a  level  that  can  be  achieved  with  $95  million.  The  scope  and  amount  of 
information  we  provide  has  to  be  determined  by  the  amount  of  resources  that  are 
available.  It  is  our  intention  to  use  the  full  amount  available  to  create  the  best  possible 
information  campaign  for  helping  beneficiaries  make  informed  health  plan  choices.  The 
President's  FY  1999  Budget  reflects  the  amount  of  funding  we  estimate  to  be  needed  to 
fully  carry  out  the  various  beneficiary  activities  required  under  BBA. 

Other  provisions  of  the  Balanced  Budget  Act,  notably  the  Children's  Health  Insurance 
Program,  include  beneficiary  education  activities  which  will  be  funded  in  the  Program 
Management  account. 

Ms.  Northup:  How  much  money  has  HCFA  spent  to  date  on  these  programs? 

Ms.  DeParle:  HCFA  has  spent  approximately  $6  million  thus  far  in  FY  1998  on 
activities  related  to  Medicare+Choice.  Of  this  amount,  $2  million  is  from  collected  user 
fees  thus  far  in  FY  1 998  and  $4  million  is  from  non-user  fee  funding.  These  activities 
have  focused  on  planning,  technical  assessment  of  our  approaches  for  sharing 
information,  implementing  the  first  stages  of  the  information  and  education  campaign, 
e.g.,  building  the  website  and  integrating  all  of  the  project  activities  related  to 
Medicare+Choice . 

The  remaining  funding  will  be  disbursed,  with  the  majority  of  the  funds  being 
obligated  in  the  third  and  fourth  quarter  of  FY  1998.  Our  preliminary  estimates  on  these 
initiatives  have  been  on  target.  We  will  continue  to  negotiate  with  private  sector 
contractors  to  make  sure  that  we  develop  contracts  within  the  limited  funding  constraints. 
A  large  part  of  the  FY  1 998  user  fee  funding  will  be  used  for  the  Medicare+Choice 
comparative  materials  and  the  toll-free  call  center. 

MEDICARE+CHOICE  EXPENDITURES 

Ms.  Northup:  Has  HCFA  begun  periodic  assessments  of  actual  program  expenditures 
to  ensure  funds  are  not  collected  that  exceed  program  needs? 

Ms.  DeParle:  Yes,  HCFA  has  begun  periodic  assessments  to  ensure  that  the  funds 
collected  do  not  exceed  actual  program  expenditures.  We  have  concluded  that  the  full 
$95  million  will  be  collected  in  FY  1998  and  that  this  full  amount  will  be  obligated 
during  this  fiscal  year  to  meet  program  needs. 

CONSUMER  SATISFACTION  SURVEY 

Ms.  Northup:  HCFA  has  developed  a  nationwide  consumer  satisfaction  survey  that 
will  be  sent  to  Medicare  beneficiaries  who  have  chosen  managed  care.  Why  have  you  not 
included  fee-for-service  beneficiaries  so  you  could  compare  the  two? 
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Ms.  DeParle:  Although  only  Medicare  managed  care  enrollees  are  currently  receiving 
the  satisfaction  survey,  fee-for-service  beneficiaries  will  be  surveyed  in  the  future.  To 
help  inform  the  choice  between  managed  care  and  fee-for-service  Medicare,  HCFA,  in 
collaboration  with  the  Agency  for  Health  Care  Policy  and  Research  (AHCPR),  is 
developing  a  similar  satisfaction  survey  for  Medicare  beneficiaries  receiving  care  through 
the  traditional  fee-for-service  sector.  Currently,  HCFA  is  in  the  process  of  modifying  the 
questionnaire  for  beneficiaries  in  the  fee-for-service  sector  and  making  plans  for 
cognitive  and  field  testing  of  the  revised  questionnaire. 

We  decided  to  focus  on  managed  care  first  because  numerous  surveys  were  already 
used  by  managed  care  plans  to  measure  beneficiary  satisfaction.  HCFA  was  able  to  work 
with  AHCPR  to  develop  a  survey  that  included  the  fundamental  aspects  that  plans  had 
already  identified.  In  addition,  we  developed  new  measures  that  fit  the  particular  needs 
of  Medicare  beneficiaries.  Another  key  reason  for  surveying  managed  care  beneficiaries 
first  is  the  fact  that  managed  care  plans  can  clearly  and  easily  be  identified  as  an 
accountable  entity. 

ADVOCACY  GROUPS  UNDER  MEDICARE+CHOICE 

Ms.  Northup:  It  is  my  understanding  that  HCFA  plans  to  use  advocacy  groups  to  help 
educate  seniors  about  their  Medicare+Choice  options.  What  groups  will  you  use  and 
what  type  of  training  will  you  provide?  What  materials  will  you  use  and  how  can  you  be 
certain  that  these  materials  will  be  understandable  to  beneficiaries?  How  much  will  the 
education  materials  cost? 

Ms.  DeParle:  HCFA  is  building  an  alliance  network  to  enlist  the  aid  of  national, 
State,  and  local  organizations  in  the  public  and  private  sectors.  These  organizations  will 
be  asked  to  serve  as  intermediaries  ~  channels  of  transmission  for  program  activities, 
messages  and  materials  —  in  an  awareness  campaign  and  a  large-scale  national  education 
effort.  One  objective  of  the  alliance  network  is  to  leverage  the  existing  expertise  in  the 
community,  as  well  as  the  existing  community-based  networks  to  lay  the  foundation  of 
sustained  support  for  a  broad  base  of  public,  private  and  volunteer  community-level 
support. 

In  addition,  HCFA  is  working  with  experts  in  the  field  to  determine  the  type  of 
training  that  will  be  the  most  effective.  We  will  also  continue  to  estimate  the  level  of 
training  we  can  provide  with  the  amount  of  resources  that  are  available. 

We  are  aware  of  the  importance  of  producing  materials  that  beneficiaries  can 
understand.  This  is  why  we  plan  to  conduct  various  types  of  market  research  activities 
including  focus  groups  and  surveys.  These  projects  will  continue  to  help  us  better 
analyze  what  needs  to  be  conveyed  to  beneficiaries  and  in  what  format.  At  this  time,  the 
exact  amount  we  plan  to  spend  on  these  activities  is  still  being  formulated. 
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EDUCATION  MATERIALS 

Ms.  Northup:  It  is  my  understanding  that  managed  care  plans  will  be  paying  for 
educational  materials  for  39  million  seniors  when  only  15  percent  are  in  managed  care. 
What  is  the  reason  for  that? 

Ms.  DeParle:  The  Balanced  Budget  Act  of  1997  requires  education  materials  to  go  to 
all  beneficiaries  that  are  eligible  for  and  have  access  to  the  Medicare+Choice  option  and 
Medical  Savings  Accounts.  HCFA  estimates  that  approximately  26  million  beneficiaries 
will  have  at  least  one  Medicare  +  Choice  plan  available  to  them  on  January  1,  1999.  Up 
to  390,000  Medicare  beneficiaries  may  enroll  in  a  Medical  Saving  Account.  Information 
on  MSA  option  will  be  made  available  to  all  Medicare  beneficiaries  in  1998.  Program 
Management  monies  will  be  used  to  fund  dissemination  of  routine  Medicare  information. 

MANAGED  CARE  USER  FEE 

Ms.  Northup:  How  do  the  user  fees  for  new  applications  and  contract  renewals 
compare  to  application  and  registration  fees  that  are  currently  imposed  on  Medicare  risk 
plans? 

Ms.  DeParle:  The  costs  associated  with  processing  managed  care  plan  applications, 
the  annual  renewal  of  contracts,  and  the  monitoring  of  managed  care  plans  currently 
come  out  of  HCFA' s  administrative  budget.  HCFA  staff  visit  the  organization  to  conduct 
a  legal  review  of  the  entity  and  its  administration.  This  includes  monitoring  for  fiscal 
soundness  and  all  other  requirements  that  the  plan  must  meet  to  participate  in  Medicare. 
We  also  conduct  an  in-depth  review  of  the  plan's  health  services  delivery  network, 
marketing  materials,  benefit  packages,  and  enrollment  and  disenrollment  procedures. 

The  rate  of  growth  in  the  number  of  managed  care  plans  has  averaged  almost 
23  percent  in  recent  years  and  the  number  of  plans  we  contract  with  will  increase 
significantly  with  the  implementation  of  the  Medicare+Choice  program.  Obtaining  the 
resources  necessary  to  deal  with  this  increasing  workload  from  a  user  fee,  to  be  paid  by 
those  organizations  that  benefit  directly  from  HCFA's  activities,  seems  both  prudent  and 
reasonable. 

There  is  currently  no  fee  for  Medicare  managed  care  application  processing  and 
contract  renewal.  We  currently  charge  about  $1 8,500  for  a  managed  care  plan  to  become 
Federally  qualified,  approximately  $9,000  for  a  service  area  expansion  under  the 
Federally  qualified  designation,  and  charge  nothing  to  renew  Federally  qualified  status. 
These  fees  are  not  related  to  a  plan  qualifying  for,  and  obtaining,  a  Medicare  contract,  but 
are  only  to  receive  the  title  of  Federally  qualified  HMO.  The  proposed  fee  is  to  cover  the 
costs  associated  with  Medicare+Choice  plans  acquiring  a  Medicare  contract  for  which 
there  is  currently  no  charge. 
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MEDICARE  PRIVATE  CONTRACTING 

Ms.  Northup:  There  has  been  a  great  deal  of  confusion  regarding  the  private 
contracting  situation.  Much  of  this  is  in  response  to  letters  that  HCFA  has  sent  out  to 
physicians  about  the  program.  I  am  aware  that  you  have  sent  more  material  out  to 
beneficiaries  on  when  they  can  participate  in  private  contracting.  The  fear  is  that  the 
provision  in  the  Balanced  Budget  Act  is  restricting  seniors  access  to  their  own  physician 
since  their  personal  physicians  cannot  afford  to  "opt  out." 

Can  a  person  privately  contract  with  a  physician  for  a  screening  examination  which  is 
not  approved  by  Medicare? 

Ms.  DeParle:  A  physician  can  charge  a  beneficiary  for  a  screening  service  that  is  not 
covered  by  Medicare  without  signing  a  private  contract  or  opting  out  of  Medicare. 

Ms.  Northup:  How  many  physicians  were  private  contracting  before  this  law  went 
into  effect?  If  the  number  is  low,  then  what  is  the  difference? 

Ms.  DeParle:  We  have  no  way  of  knowing  how  many  physicians  were  privately 
contracting  before  the  BBA  went  into  effect.  Before  BBA,  the  law  required  physicians  to 
submit  claims  to  Medicare  (unless  the  beneficiary  refused  to  authorize  submission  of  the 
claim)  and  not  to  charge  in  excess  of  the  limiting  charge.  Before  BBA,  private  contracts 
that  attempted  to  void  these  provisions  of  law  were  unenforceable.  The  pre-BBA  rules 
continue  to  apply,  post-BBA,  for  physicians  who  remain  in  Medicare  and  do  not  opt  out. 
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CONSUMER  RIGHTS  AND  EMPOWERMENT 

Mr.  Stokes:  I  would  expect  that  in  this  changing  health  care  system  environment 
education  and  informing  Medicare  and  Medicaid  beneficiaries  about  their  managed  care 
options  would  be  a  high  priority  for  the  agency.  What  major  activities  are  currently 
underway  and  what  progress  are  we  making?  What  major  activities  are  planned  for  FY 
1999? 

Ms.  DeParle:  As  you  are  well  aware,  the  Balanced  Budget  Act  brought  significant 
changes  to  these  programs.  HCFA  is  on  schedule  with  the  various  initiatives  included 
under  the  Medicare+Choice  beneficiary  education  program.  HCFA's  new  consumer 
information  Internet  site,  medicare.gov,  was  scheduled  to  be  available  last  March.  This 
web  site  includes  Medicare  Compare,  the  interactive  database  with  the  HMO  comparison 
chart  on  benefits,  premiums,  and  cost-sharing. 

We  plan  to  have  the  majority  of  our  implementation  activities  for  the  toll-free  call 
center  completed  during  FY  1998,  so  the  center  can  be  fully  operational  in  FY  1999. 
This  activity  is  very  extensive  and  will  require  a  lot  of  effort  from  HCFA  and  the  private 
sector  contractor  who  will  operate  the  center.  The  call  center  will  receive  a  lot  of  calls 
and  it  is  crucial  that  representatives  have  adequate  training  to  handle  the  different  types  of 
questions  that  Medicare  beneficiaries  will  have. 

Publishing  and  mailing  the  Medicare+Choice  comparative  information  is  on  schedule 
for  a  fall  mailing.  Compiling  this  type  of  information  for  the  first  time  and  having  the 
information  for  specific  areas  is  an  important  and  complicated  task.  HCFA  and  a 
contractor  will  continue  to  explore  effective  and  efficient  dissemination  strategies. 

HCFA  has  developed  a  plan  for  a  national  publicity  and  educational  campaign  to 
inform  beneficiaries  of  their  health  plan  options  that  will  combine  and  coordinate  the 
efforts  of  HCFA,  including  its  regional  offices,  its  partners  and  contractors,  and 
community-based  organizations  throughout  the  country.  The  focal  points  of  HCFA's 
campaign  is  that  it  be  interactive,  i.e.,  will  afford  beneficiaries  the  opportunity  to  ask 
questions  and/or  obtain  counseling,  that  it  be  conducted  at  local  outlets  that  beneficiaries 
can  access,  and  that  it  take  place  at  the  optimal  time  period  of  beneficiary  information 
needs. 

This  plan  will  incorporate  and  build  upon  existing  locally-based  interactive  activities 
currently  sponsored  by  these  organizations  either  individually  or  in  cooperation  with 
others.  Further,  HCFA  intends  to  work  with  large  employers  to  assist  it  in  sharing 
information  about  Medicare+Choice  with  their  retirees.  These  activities  may  include 
participation  in  auditorium-type  fairs,  presentations  to  beneficiaries  and  other  interested 
parties  at  beneficiary  gathering  places,  interactive  television  shows,  radio  call-in  shows, 
strategically  placed  interactive  information  kiosks,  Internet  chat  and  news  groups,  and 
newspaper  question  and  answer  columns.  These  community  based  activities  will  begin 
with  awareness  building  and  will  take  place  in  late  summer  and  continue  through  the  fall. 
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As  we  implement  BBA  Medicaid  Managed  Care  provisions  in  regulations  and 
develop  quality  standards  for  managed  care  organizations  regarding  educating  and 
informing  beneficiaries  about  their  managed  care  choices,  we  are  especially  sensitive  to 
the  consumer  perspective.  Work  on  the  BBA  regulations  is  on  schedule. 

CHILDHOOD  LEAD  POISONING 

Mr.  Stokes:  As  you  know,  childhood  lead  poisoning  is  a  serious  problem  in  many 
areas  of  the  country.  I  understand  that  in  light  of  the  Centers  for  Disease  Control's  newly 
revised  lead  screening  guidelines,  HCFA  is  in  the  process  of  revising  its  Medicaid 
manual  with  respect  to  childhood  lead  screening.  Could  you  expand  on  these  efforts 
within  HCFA  to  increase  childhood  lead  screening  rates? 

Ms.  DeParle:  The  Health  Care  Financing  Administration  is  currently  reviewing  the 
final  CDC  guidance  and  intends  to  revise  the  State  Medicaid  manual  to  reflect  our  new 
policy.  We  intend  to  be  consistent  with  CDC  guidance  to  ensure  that  Medicaid-eligible 
children  are  protected  from  lead  poisoning.  Upon  the  release  of  our  revised  policy,  we 
intend  to  work  with  the  States  to  ensure  that  the  policy  is  implemented  appropriately. 

TESTING  REQUIREMENTS  UNDER  CLIA 

Mr.  Stokes:  Are  testing  requirements  under  CLIA  a  barrier  to  screening  in  some 
states? 

Ms.  DeParle:  CLIA  requires  that  all  entities  performing  laboratory  testing  on  human 
specimens  for  health  purposes  be  certified  appropriately.  CLIA  requirements  are  based 
on  test  complexity,  not  the  location  where  the  test  is  performed.  Many  screening  tests, 
such  as  glucose,  cholesterol  and  Group  A  strep  are  waived  from  CLIA  requirements.  The 
entity  must  only  enroll  in  the  CLIA  program,  follow  the  manufacturer's  instructions  and 
pay  applicable  fees.  These  test  screenings  often  take  place  in  pharmacies,  shopping  malls 
and  other  public  locations. 

There  are  exceptions  in  the  CLIA  certificate  requirements  which  permit  temporary 
testing  sites  and  nonprofit  multiple  locations  to  operate  under  one  certificate.  CLIA  fees 
are  minimal  and  cover  the  costs  of  administering  the  program.  The  Certificate  of  Waiver 
is  $1 50  every  two  years  for  an  unlimited  number  of  waived  tests.  Individual  States  may 
have  their  own  laboratory  licensure  laws,  which  if  more  stringent,  must  be  met.  Some 
States  require  a  physician  to  order  a  test,  others  authorize  many  health  care  practitioners 
and  some  are  silent. 

MINORITY  HEALTH  DISPARITY 

Mr.  Stokes:  What  specifically  is  your  Agency  doing  to  help  close  the  disparity  in 
minority  health,  especially  with  regard  to  outreach  and  public  education  on  accessing 
Medicaid  managed  care? 
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Ms.  DeParle:  HCFA  is  involved  in  a  number  of  activities  focused  on  closing  the  gap 
in  minority  health  care.  Many  of  these  activities  address  ways  of  increasing  our  (and  that 
of  other  partners  and  providers)  awareness  of  and  sensitivity  to  cultural  issues  in 
educating  various  minority  populations  and  providing  care. 

HCFA  is  a  member  of  the  Interagency  Children's  Health  Outreach  Taskforce  which  is 
led  by  the  White  House  and  coordinated  by  DHHS.  This  taskforce  is  working  to  identify 
Medicaid  eligible  children  not  yet  enrolled  in  the  program,  as  well  as  those  who  are 
potentially  eligible  for  the  Children's  Health  Insurance  Program  (CHIP).  We  believe  that 
minorities  constitute  at  least  half  of  these  groups.  In  addition,  the  taskforce  is  looking  at 
outreach  strategies  affecting  the  Indian  Nations  and  potential  eligibility  simplification. 

The  maternal  AZT  project,  currently  in  18  states,  is  another  initiative  which  has  a 
focus  on  minority  children.  This  project  reduces  a  mother's  risk  of  transmitting  AIDS  to 
her  unborn  child.  Our  plan  is  to  expand  this  project  to  an  additional  16  States.  This 
summer's  Historically  Black  Colleges  and  Universities  (HBCU)  Conference,  is  another 
example  of  our  attention  to  minority  health  issues.  The  conference,  which  will  be  held  in 
Washington,  D.C.,  will  involve  HBCUs  in  the  Children's  Health  Insurance  Program.  The 
HBCUs  are  available  to  assist  in  CHIP,  and  this  conference  will  facilitate  our  ability  to 
share  resources  and  avail  ourselves  of  the  services  to  be  provided  by  the  HBCUs.  Our 
goal  is  to  bring  together  various  foundations,  organizations  and  the  States  to  begin  to 
form  working  relationships  with  the  HBCUs.  This  is  part  of  our  continuing  effort  to 
build  partnerships  and  networks  to  increase  the  collective  effectiveness  in  addressing 
minority  health  needs. 

This  program  is  modeled  on  the  Horizons  program  in  Medicare.  Horizons  builds 
special  partnerships  to  meet  the  needs  of  special  populations.  The  three  Medicare 
Horizons  projects  have  involved  twelve  HBCUs  and  numerous  grass  roots  community 
organizations  with  Medicare  Peer  Review  Organizations  in  fourteen  States  to  improve 
rates  of  immunization  and  mammography  for  African  American  and  Hispanic  Medicare 
beneficiaries. 

WELFARE  REFORM 

Mr.  Stokes:  What  is  the  impact  of  the  enactment  of  welfare  reform  on  services 
provided  by  your  agency? 

Ms.  DeParle:  The  initial  challenge  of  welfare  reform  to  this  agency  was  to  produce 
the  necessary  guidance  to  the  States  to  assist  them  in  the  implementation  of  the  law.  We 
worked  closely  with  technical  staff  representative  of  the  State  Medicaid  programs,  as  well 
as  with  beneficiary-oriented  groups,  to  produce  a  workable  body  of  guidance  issued 
through  State  Medicaid  Directors'  letters  and  manuals. 


378 


As  the  implementation  of  this  program  progresses,  we  continue  to  develop  answers  to 
complex  policy  questions  raised  by  the  States  as  they  encounter  new  issues.  We  work 
with  the  Social  Security  Administration  and  other  Federal  agencies  to  resolve  operational 
concerns  with  populations  affected  by  welfare  reform,  such  as  Supplemental  Security 
Income  (SSI)  beneficiaries  and  immigrants.  We  also  provide  guidance  information  to  the 
general  public  through  an  Internet  Web  Site  that  contains  a  welfare  reform  section. 

As  new  laws,  such  as  the  Balanced  Budget  Act  of  1997,  make  changes  to  welfare 
reform,  we  develop  additional  guidance  and  explanations  to  the  States  on  how  these 
provisions  affect  Medicaid  eligibility. 

HEALTH  CARE  SAFETY  NET 

Mr.  Stokes:  What  is  the  condition  of  the  Nation's  health  care  safety  net  and  what 
does  the  FY  1999  budget  request  do  to  strengthen  it? 

Ms.  DeParle:  The  health  care  safety  net  is  holding  strong,  and  the  resources  and 
proposals  in  the  President's  FY  1999  budget  will  make  it  stronger,  as  well  as  wider.  The 
President  has  proposed  to  make  Medicare  coverage  available  to  the  "near-elderly"~those 
age  62  to  65-and  to  those  who  have  lost  their  jobs.  The  budget  includes  funding  for  the 
Children's  Health  Insurance  Program,  proposed  by  the  President  last  year,  and  enacted  as 
part  of  the  Balanced  Budget  Act.  This  program  provides  health  care  coverage  for 
working  families  whose  employers  don't  offer  private  coverage.  Another  provision  of 
the  Balanced  Budget  Act  provides  more  health  plan  choices  for  our  beneficiaries  through 
the  Medicare+Choice  program.  And  the  budget  includes  resources  to  help  the  agency 
prevent  fraud  and  abuse  in  the  health  care  system  before  it  occurs  and  to  work  with  other 
Government  agencies  to  prosecute  offenders  swiftly  and  judiciously. 

Some  of  these  program  integrity  efforts  include  a  doubling  of  the  resources  for  audits 
and  reviews,  to  be  funded  by  user  fees  on  those  providers  subject  to  audit  and  review,  as 
well  as  implementation  of  key  program  improvements  enacted  in  the  Balanced  Budget 
Act  such  as  payment  reform  and  competitive  pricing  demonstrations  for  managed  care, 
and  prospective  payment  for  nursing  homes,  outpatient  departments,  rehabilitation 
hospitals  and  home  health  agencies.  And  not  least  important,  the  budget  request  includes 
administrative  resources,  from  proposed  user  fees  as  well  as  appropriations,  so  that 
HCFA  can  hold  the  safety  net  firmly  and  steadily  under  the  American  people. 

BUDGET  IMPACT  ON  UNINSURED  INDIVIDUALS 

Mr.  Stokes:  It  is  estimated  that  41  million  Americans  are  uninsured.  The  FY  1999 
budget  request  contains  a  number  of  provisions  to  expand  access  to  health  care  services. 
To  what  extent  will  this  budget  reduce  the  number  of  uninsured,  and  what  percentage  is 
that  of  the  uninsured? 
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Ms.  DeParle:  We  estimate  that,  altogether,  the  health  care  expansion  provisions  in  the 
President's  FY  1999  budget  will  reduce  the  number  of  uninsured  by  about  440  thousand, 
or  a  little  over  one  percent  of  the  total  number  of  uninsured  in  the  U.S. 

USER  FEES 

Mr.  Stokes:  As  you  have  indicated,  the  budget  request  is  dependent  upon  the 
enactment  of  $264.5  million  in  proposed  discretionary  user  fees  and  $195  million  in 
current  law  user  fees  that  together  will  finance  almost  22  percent  of  your  budget  request. 
If  the  user  fee  proposal  is  not  implemented,  what  major  impact  will  that  have  on  HCFA's 
operations? 

Ms.  DeParle:  Our  FY  1999  budget  request  is  based  on  the  total  program  level  we  need 
to  continue  the  ongoing  activities  we  are  responsible  for  in  overseeing  the  Medicare  and 
Medicaid  programs,  as  well  as  additional  resources  to  implement  the  provisions  of  the 
BBA  and  the  HIPAA.  If  this  program  level  is  not  provided  via  enactment  of  the  proposed 
law  user  fees,  it  would  have  serious  and  damaging  consequences  for  both  HCFA  and  the 
Medicare  and  Medicaid  programs.  The  agency's  ability  to  implement  the  beneficial,  and 
money  saving,  provisions  of  the  BBA  would  be  curtailed.  HIPAA  enforcement  activities 
would  be  seriously  impeded.  The  agency  will  have  to  reduce,  and  possibly  eliminate 
efforts  in  the  following  essential  areas:  Millennium  compliance,  CFO  audits,  data  center 
operations  (putting  beneficiaries  and  providers  at  risk  by  producing  delays  in  enrollment 
and  potentially  creating  backlogs  in  claims  payment),  and  initial  enrollment  packages. 
Also,  HCFA  would  not  have  sufficient  funding  to  conduct  on-site  inspections  of  health 
care  facilities,  thereby  endangering  the  quality  of  care  provided  and  placing  beneficiary 
health  at  risk.  Furthermore,  the  agency  would  face  the  need  to  impose  employee 
furloughs  in  order  to  utilize  payroll  funds  in  an  effort  to  shore  up  operational  activities, 
further  degrading  service. 

Medicare  contractors  would  substantially  curtail  or  possibly  eliminate  funding  for 
such  vital  activities  as;  contractor  nonrenewals,  standard  system  transitions,  the  Medicare 
Handbook,  and  toll-free  telephone  service  for  beneficiaries.  Perhaps  most  importantly, 
by  reducing  the  number  of  edits  used  when  processing  claims,  in  order  to  stay  within  a 
reduced  funding  level,  potentially  billions  of  dollars  in  benefit  payments  could 
erroneously  be  paid. 

MEDICARE+CHOICE 

Mr.  Stokes:  What  are  the  most  significant  new  responsibilities  with  regard  to  the 
Medicare+Choice  program  and  what  major  outreach  and  public  education  activities  are 
underway  with  regard  to  Medicare+Choice? 

Ms.  DeParle:  As  you  know,  the  Medicare+Choice  program  expands  Medicare  health 
insurance  options.  The  new  options  bring  more  flexibility  to  health  care  decisions  for 
people  with  Medicare,  and  also  necessitate  a  carefully  planned,  extensive  education 
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campaign  to  ensure  an  informed  choice.  People  will  need  to  be  eased  into  an 
understanding  how  Medicare  is  changing  and  how  to  use  the  HCFA-developed 
information  tools  that  will  be  available  through  an  annual  publication,  via  the  World 
Wide  Web  and  supported  through  a  toll-free  telephone  customer  service  line.  To  respond 
to  this  need,  HCFA  is  embarking  on  a  national  Medicare  education  program,  the  purpose 
of  which  is  to  ensure  that  consumers  receive  accurate,  easily  understandable  information 
about  their  benefits,  rights,  and  health  plan  options  to  assist  them  in  becoming  more 
active  participants  in  their  health  care  decisions. 

The  national  Medicare  education  program  will  employ  multidimensional  strategies 
for  educating  beneficiaries  in  making  informed  decisions  concerning:  program  benefits 
and  choice  of  health  plan;  health  care  choices;  program  protections  and  rights,  and 
beneficiary  responsibilities;  and  health  behaviors  and  health  promotion 

As  part  of  this  program,  HCFA  will  provide  access,  via  the  Web  and  in  print 
materials,  to  the  following  types  of  information  which  includes  specific  information 
about  Medicare+Choice  options:  general  information  including  information  on  covered 
benefits,  cost  sharing  and  balance  billing  liability  under  the  original  fee-for-service 
program;  election  procedures;  and  information  on  rights  and  protections;  and  comparative 
information  includes  information  on  health  plan  specific  supplemental  benefits  and 
beneficiary  out  of  pocket  costs;  premiums;  plan  service  areas;  and  other  plan-specific 
information.  Once  it  becomes  available,  plan-specific  information  on  quality  measures, 
e.g.  HEDIS,  and  consumer  satisfaction,  e.g.,  the  Consumer  Assessment  of  Health  Plan 
Survey  findings  will  also  be  made  available  to  beneficiaries.  To  assist  it  in  this  effort, 
HCFA  is  working  with  experts  in  the  field  of  consumer  information  and  decision  making 
to  ensure  that  the  information  is  presented  in  a  meaningful  manner  and  is  written  at  level 
that  takes  into  account  the  literacy  and  level  of  understanding  of  the  beneficiary  audience. 
In  addition,  information  and  educational  materials  will  be  subjected  to  cognitive  and 
focus  testing  as  appropriate. 

The  information  comparing  plan  options  is  crucial  to  empowering  beneficiaries  with 
the  knowledge  that  will  help  them  evaluate  Medicare+Choice  options  and  make  informed 
decisions  based  on  their  individual  needs.  Equally  important  is  the  need  to  make  clear 
that  HCFA's  provision  of  comparative  data  is  intended  neither  to  encourage  or  discourage 
beneficiaries  from  choosing  one  health  care  plan  over  another  nor  to  favor  a  choice  of 
managed  care  over  original  fee-for-service  Medicare. 

COMMUNITY  HEALTH  CENTERS 

Mr.  Stokes:  The  Health  Centers  in  Ohio  have  lost  significant  revenues  because  the 
State  has  not  required  the  health  plans  that  are  participating  in  the  Medicaid  managed  care 
program  to  pay  the  health  centers  the  full  costs  of  caring  for  their  Medicaid  patients.  It  is 
my  understanding  that  HCFA  approved  of  this  arrangement,  which  is  causing  the  health 
centers  to  use  funds  that  this  subcommittee  appropriated  for  the  care  of  the  uninsured  to 
pay  for  subsidizing  care  for  Medicaid  patients,  is  this  the  case? 
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Ms.  DeParle:  The  State  of  Ohio  has  been  operating  under  a  section  1115  research  and 
demonstration  program  since  July  1,  1996.  As  part  of  the  State's  demonstration  program, 
a  waiver  of  the  Federally-qualified  health  center  (FQHC)  cost-based  reimbursement 
requirements  was  requested  and  granted.  It  is  our  understanding  that  the  FQHCs  in  the 
State  negotiate  rates  directly  with  individual  health  plans  and  that  there  is  no  annual 
reconciliation  or  similar  process  to  reimburse  these  facilities  for  the  difference  between 
their  rates  and  their  costs.  HCFA  is  unaware  of  efforts  by  any  Ohio  FQHCs  to  utilize 
Federal  grant  funds  intended  for  the  uninsured  to  subsidize  care  for  Medicaid 
beneficiaries. 

Mr.  Stokes:  Given  that  the  Congress  signaled  that  it  wanted  this  situation  to  change 
with  the  enactment  of  a  wrap-around  payment  for  health  care  centers  in  the  Balance 
Budget  Act,  can  you  tell  me  what  HCFA  is  doing  to  make  sure  that  health  centers  in  Ohio 
will  receive  this  wrap-around  payment? 

Ms.  DeParle:  HCFA  will  soon  be  issuing  guidance  to  all  States  with  section  1115 
demonstrations  on  the  applicability  of  the  Balanced  Budget  Act  provisions  related  to 
Federally-qualified  health  centers  (FQHCs).  The  guidance  will  state  that  the  new  BBA 
provisions  do  not  apply  to  States  with  existing  waivers  of  the  FQHC  cost-based 
reimbursement  provisions  and  that  their  existing  terms  and  conditions  remain  in  effect. 
HCFA  will  be  requiring  all  States  with  this  specific  waiver  to  provide  supporting 
documentation  to  demonstrate  their  compliance  with  their  individual  terms  and 
conditions,  including  the  FQHC  provisions.  HCFA,  along  with  a  Departmental  review 
team,  will  review  the  documentation  and  decide  whether  the  State  is  in  compliance, 
whether  a  corrective  action  plan  is  needed,  or  whether  the  specific  waiver  authority 
granted  should  be  terminated. 

INNOVATION 

Mr.  Stokes:  On  page  2  of  your  opening  statement  you  state  "We  are  committed  to 
continue  working  with  the  States  to  encourage  efficiency  in  Medicaid  and  innovative 
expansions  of  health  care  coverage,  particularly  through  the  new  Children's  Health 
Insurance  Program."  What  major  activities  are  underway  in  this  regard-  What  are  some 
of  the  innovative  approaches  that  are  working? 

For  the  record,  please  include  a  brief  update  on  your  activities  with  respect  to  the 
Children's  Heath  Insurance  Program  (CHIP)? 

Ms.  DeParle:  Over  10  million  of  our  Nation's  children  are  currently  uninsured  and,  as 
a  consequence,  often  cannot  afford  much-needed  health  care  services  such  as  doctor 
visits,  prescription  drugs,  or  hospital  care.  Last  year,  with  bipartisan  support,  the 
Congress  took  a  major  step  toward  solving  this  problem.  The  Balanced  Budget  Act 
enacted  the  largest  single  expansion  of  children's  health  insurance  in  30  years.  CHIP 
provides  $24  billion  over  5  years  to  cover  millions  of  uninsured  children  in  working 
families.  It  builds  on  the  Medicaid  program,  which  currently  covers  nearly  20  million 
poor  children  across  the  country. 
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We  now  face  the  enormous  task  of  identifying  these  uninsured  children  for  enrollment 
in  either  Medicaid  or  the  State-administered  children's  health  programs.  We  know  that 
well  over  3  million  uninsured  children  are  eligible  but  not  enrolled  in  Medicaid.  This  is 
partly  due  to  a  lack  of  knowledge  about  Medicaid  eligibility,  especially  for  low-income 
working  families  who  do  not  know  that,  even  though  they  are  working,  they  might  be 
eligible  for  Medicaid.  The  complexities  associated  with  the  enrollment/eligibility  process 
produce  additional  barriers  to  families  and  we  are  working  to  resolve  many  of  these 
issues. 

On  January  23,  1998, 1  signed  a  letter  with  Dr.  Earl  Fox  from  the  Health  Resources 
Administration  encouraging  States  to  streamline  the  enrollment  application  process,  and 
to  pursue  several  options  to  conduct  educational  activities  and  enrollment  of  children  in  a 
wider  array  of  community  settings.  Outstationing  eligibility  workers  is  a  promising 
outreach  strategy  for  enrolling  Medicaid  and  CHIP-eligible  children.  Expanding  the  sites 
for  enrolling  children  and  locating  eligibility  workers  in  places  other  than  welfare  offices 
can  help  remove  some  of  the  known  barriers  to  enrollment.  To  ease  the  enrollment 
process,  we  also  encourage  States  to  use  mail-in  applications,  especially  for  Medicaid. 
This  can  significantly  reduce  the  barriers  to  enrollment  that  may  occur  with  requiring  in- 
person  applications.  Transportation  costs  are  eliminated,  the  stigma  of  going  to  a  social 
services  office  is  removed,  parents  will  not  have  to  miss  work,  and  community  groups 
like  PTAs,  church  organizations  can  assist  in  distributing  applications  and  information 
regarding  Medicaid  and  CHIP. 

The  Health  Care  Financing  Administration  (HCFA)  is  working  in  conjunction  with 
DHHS  through  CHIP  to  make  this  new  and  unique  partnership  with  the  States  as 
successful  as  possible.  We  are  aggressively  working  with  the  States  to  find  innovative 
and  creative  solutions  to  their  problems.  In  doing  so,  we  conducted  10  regional 
conferences  throughout  the  country  during  January  and  February  to  serve  as  training 
opportunities  and  to  share  information  on  successful  strategies  for  implementation  of 
CHIP.  The  audience  was  primarily  comprised  of  State  representatives  and  advocacy 
groups.  We  are  frequently  engaged  in  dialogue  with  States  on  development  of  State  plans 
and  ways  to  bring  plans  into  compliance  with  the  statute. 

We  regularly  obtain  input  from  organizations  such  as  the  National  Governors 
Association  and  the  National  Conference  of  State  Legislatures.  In  addition,  members  of 
my  staff  recently  met  with  representatives  from  several  Blue  Cross  Blue  Shield  Caring 
Programs  for  Children  to  gain  a  better  understanding  of  their  functions.  These  and  other 
interactions  have  allowed  DHHS  to  issue  guidance  on  many  of  the  frequently  asked 
questions  that  have  been  identified.  For  example,  we  released  a  letter  on  February  13, 
1 998  providing  guidance  on  the  provisions  relating  to  cost-sharing.  In  our  fourth  set  of 
questions  and  answers  released  on  November  26,  1997,  we  provided  general  guidance  on 
whether  children  covered  by  private  Caring  Programs  for  Children  will  be  eligible  for 
title  XXI.  In  addition,  we  are  currently  developing  regulations  on  the  CHIP  plan  approval 
process,  as  well  as  the  CHIP  allotment  and  payment  process. 


383 


To  ensure  that  State-proposed  programs  meet  congressional  and  statutory  intent, 
States  must  submit  plans  to  the  Department  of  Health  and  Human  Services  (DHHS)  for 
review  and  approval.  Further,  because  CHIP  provides  considerable  flexibility  to  States, 
an  interdepartmental  work  group  was  formed  to  facilitate  the  complex  plan  review 
process.  In  addition,  to  facilitate  the  plan  development  process,  we  published  a  template 
for  States  to  follow  when  preparing  their  plans  for  submission  to  DHHS,  and  thus  far, 
most  States  have  employed  it  in  their  submissions. 

Providing  the  State's  plan  complies  with  the  law,  the  maximum  review  period 
permitted  is  90  days.  We  currently  have  received  19  plans  from  various  states  and  3 
concept  papers  for  discussion.  Plans  from  Alabama,  South  Carolina,  Colorado  and 
Florida  have  been  approved. 

To  ensure  that  both  Medicaid  and  CHIP  fulfill  their  potential,  President  Clinton 
recently  called  for  a  national  children's  health  insurance  outreach  initiative  involving  both 
the  private  and  public  sectors.  He  announced  that  foundations,  corporations,  health  care 
providers,  consumer  advocates,  and  others  in  the  private  sector  are  already  responding  to 
our  challenge  to  make  every  effort  to  enroll  uninsured  children  in  Medicaid  or  CHIP.  In 
the  public  sector,  the  Administration's  FY  1999  budget  proposal  includes  policies  to  give 
States  additional  flexibility  and  funding  to  conduct  innovative  outreach  activities.  HCFA 
and  the  HRSA  are  continuing  their  focused  efforts  to  promote  creative  outreach  through 
administrative  actions. 

To  increase  enrollment  of  uninsured  children  in  Medicaid  and  CHIP,  on  February  18, 
1998,  President  Clinton  issued  an  Executive  Directive  to  8  Federal  Departments  to 
participate  in  an  intensive  outreach  effort  to  find  and  enroll  eligible  uninsured  children. 
This  directive  requires  each  Department  to  do  the  following: 

First,  he  directed  all  of  the  employees  and  grantees  of  each  agency's  programs  who 
work  with  low-income,  uninsured  children  to  identify  those  who  may  be  eligible  for 
Medicaid  or  CHIP. 

Second,  he  directed  the  Federal  Government  to  develop  and  implement  an  educational 
strategy  aimed  at  ensuring  that  each  agency's  employees  and  grantees  are  fully  informed 
about  the  availability  of  Medicaid  and  CHIP  to  our  Nation's  children. 

Third,  he  directed  the  Federal  Government  to  develop  an  agency-specific  plan  as  part 
of  his  Administration- wide,  intensive  children's  health  insurance  outreach  effort.  Each 
agency's  plan  should  include  distributing  information  and  educating  families  about  their 
options;  coordinating  toll-free  numbers  and  other  sources  of  information  on  public 
programs;  simplifying,  coordinating,  and,  where  possible,  unifying  the  application 
process  for  related  public  programs;  and  working  with  State  and  local  agencies  on 
broadening  the  locations  where  families  can  apply  for  Medicaid  and/or  CHIP. 
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Fourth,  he  directed  us  to  identify  any  statutory  or  regulatory  impediments  in  programs 
conducting  children's  health  insurance  coverage  outreach. 

Finally,  he  directed  DHHS  to  serve  as  the  coordinating  agency  to  assist  in  the 
development  and  integration  of  agency  plans  and  to  report  back  on  each  agency's 
plan  in  90  days  with  recommendations  and  a  suggested  implementation  timetable.  In  so 
doing,  he  directed  DHHS  to  ensure  that  Federal  interagency  activities  are  complementary, 
aggressive,  and  consistent  with  the  overall  initiative  to  cover  uninsured  children.  HCFA 
has  been  charged  with  this  coordinating  role. 

These  activities  are  a  reflection  of  the  myriad  of  activities  which  serve  to  advance  the 
strategies  associated  with  successful  outreach  to  uninsured  children  and  to  assist  States 
achieve  the  success  they  desire  in  implementing  CHIP. 

MEDICAID  BENEFICIARIES  IN  OHIO 

Mr.  Stokes:  According  to  the  budget  justification,  in  FY  1999,  Medicaid  will  serve 
more  than  34  million  eligible  persons,  an  increase  of  almost  2  percent.  For  the  record, 
please  provide  a  chart  displaying  the  number  of  individuals  served  by  Medicaid  in  Ohio 
by  district  for  fiscal  years  1995, 1996, 1997, 1998  and  1999.  Also,  include  a  district  table 
with  respect  to  the  number  of  children  to  be  served  by  the  children's  health  insurance 
program? 

Ms.  DeParle:  HCFA  does  not  collect  Medicaid  data  by  congressional  district. 
Moreover,  although  we  have  historical  data  by  State  on  numbers  of  persons  covered,  the 
Federal  budget  is  not  projected  on  a  State-by  State  basis.  Thus,  the  data  we  can  furnish 
with  respect  to  the  first  part  of  your  request  is  limited  to  the  number  of  Medicaid 
enrollees  in  the  State  as  a  whole  for  fiscal  years  1995  through  1997,  which  are  shown 
below: 


Federal 
Fiscal  Year 

Ohio  Medicaid 
Enrollees  (millions) 

1995 

1.3 

1996 

1.2 

1997 

1.1 

With  regard  to  the  number  of  children  served  by  the  Children's  Health  Insurance 
Program  (CHIP),  once  again,  the  only  figure  we  have  is  a  projection  of  the  aggregate 
national  number  of  enrollees  (2.3  million  in  FY  1999.)  We  note,  however,  that, 
according  to  the  Census  Bureau,  the  number  of  low-income,  uninsured  children  (the 
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target  population  for  CHIP)  in  Ohio  between  1993  and  1995  averaged  about  200 
thousand.  This  figure  will  give  a  rough  indication  of  the  maximum  number  of  children  in 
Ohio  who  could  enroll  in  CHIP. 

IMPACT  OF  BALANCED  BUDGET  ACT 

Mr.  Stokes:    Please  provide  an  impact  analysis  of  the  10  most  significant  provisions 
contained  in  the  Balanced  Budget  Act  that  impact  on  the  programs  that  are  under  your 
agency's  purview.  Please  also  indicate  if  there  are  provisions  that  may  require  technical 
corrections. 

Ms.  DeParle:  There  are  a  number  of  provisions  in  the  Balanced  Budget  Act  (BBA) 
which  have  significant  impact  on  HCFA's  health  care  program  responsibilities.  I  am 
happy  to  provide  you  with  a  brief  statement  of  the  impact  of  the  major  BBA  provisions. 

•  Children's  Health  Insurance  Program:  The  BBA  enacted  the  largest  single  expansion 
of  children's  health  insurance  in  30  years.  CHIP  provides  $24  billion  over  5  years  to 
cover  millions  of  uninsured  children  in  working  families.  It  builds  on  the  Medicaid 
program,  which  currently  covers  nearly  20  million  poor  children  across  the  country. 
HCFA  has  begun  to  undertake  the  task  of  identifying  these  uninsured  children  for 
enrollment  in  either  Medicaid  or  the  State-administered  children's  health  programs. 
The  complexities  associated  with  the  enrollment/eligibility  process  produce  barriers 
for  families  with  eligible  children  and  we  are  working  to  resolve  many  of  these  issues. 

•  Medicare+Choice:  The  Medicare+Choice  program  expands  Medicare  health 
insurance  options.  The  new  options  bring  more  flexibility  to  health  care  decisions  for 
people  with  Medicare,  and  also  necessitate  a  carefully  planned,  extensive  education 
campaign  to  ensure  an  informed  choice. 

•  Preventive  Benefits:  The  BBA  provides  or  expands  Medicare  coverage  for  a  number 
of  prevention  services,  including  mammograms,  screening  pap  smear  and  pelvic 
exams,  prostate  cancer  screening,  colorectal  cancer  screening  procedures,  diabetes- 
self  management,  measurement  of  bone  mass,  bone  loss  or  bone  quality,  and 
influenza  and  pneumoccal  vaccination  outreach.  HCFA  will  be  administering  these 
new  coverages,  as  well  as  engaging  the  National  Academy  of  Sciences  to  analyze  the 
expansion  or  modification  of  preventive  or  other  services  covered  by  Medicare. 

•  Fraud  and  Abuse  Sanctions  and  Program  Integrity  Protections:  The  BBA  strengthens 
sanctions  against  those  convicted  of  health  care  related  crimes,  provides  authority  for 
the  Secretary  to  refuse  to  enter  into  Medicare  agreements  with  convicted  felons,  and 
provides  civil  monetary  penalties  for  obtaining  services  from  individuals  or  entities 
excluded  from  Federal  health  care  programs.  It  also  provides  for  a  number  of 
program  integrity  improvements,  including  anti-fraud  messages  in  the  Medicare 
handbook,  a  requirement  for  ownership  disclosure  and  surety  bonds  for  suppliers  of 
durable  medical  equipment,  HHAs,  CORFs  and  rehabilitation  agencies,  provisions 
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designed  to  identify  ownership  and  referral  relationships  among  providers,  and  a 
tightening  of  the  payment  of  claims  under  the  reasonable  charge  and  inherent 
reasonableness  procedures. 

•  Payment  Reforms  to  Extend  Trust  Fund  Solvency:  There  are  a  number  of  payment 
reforms  in  the  BBA  which  will  extend  the  period  of  solvency  for  the  Hospital 
Insurance  Trust  Fund.  These  include  reduced  payment  updates  for  both  PPS  and  non- 
PPS  hospitals  through  FY  2002,  lower  home  health  aggregate  cost  limits;  a  reduction 
in  the  adjustment  factor  which  provides  payment  to  teaching  hospitals,  and  a  phase-in 
of  a  prospective  payment  system  for  skilled  nursing  facilities. 

•  Medicaid  Managed  Care:  The  BBA  permits  States  to  enroll  their  Medicaid 
beneficiaries  in  managed  care  entities  on  a  mandatory  basis  without  special  waiver 
authority ,  with  protections  for  beneficiaries  such  that  individuals  will  have  a  choice 
of  at  least  two  managed  care  entities  and  will  be  permitted  to  disenroll  from  a  plan  at 
any  time  for  cause,  and  under  certain  specified  times  without  cause. 

•  Medicaid  provider  payments:  The  BBA  repeals  the  Boren  amendment  and  provides  a 
public  notice  process  for  setting  Medicaid  payment  rates  for  hospitals,  nursing 
facilities,  and  ICFs/MR.  It  phases  out  cost-based  reimbursement  for  Federally 
Qualified  Health  Centers  and  Rural  Health  Centers,  and  clarifies  Medicaid  payments 
to  disproportionate  share  hospitals 

Implementation  of  the  provisions  of  the  Balanced  Budget  Act  is  one  of  my  top 
priorities.  Enactment  of  HCFA's  appropriation  request  and  the  associated  user  fees  will 
ensure  that  resources  are  available  to  carry  out  this  crucial  work  so  that  this  legislation 
will  operate  as  Congress  intended. 
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MENTAL  HEALTH  PARITY  ACT  OF  1996 

Mr.  Hoyer:  This  past  December,  the  Health  Care  Financing  Administration  issued 
regulations  implementing  the  Mental  Health  Parity  Act  of  1996.  In  these  regulations, 
HCFA  laid  out  certain  standards  regarding  the  one-percent  cost  exemption  available  to 
plan  sponsors  that  purchase  fully-insured  products.  The  regulations  will  require  plan 
sponsors  to  notify  both  plan  participants  and  either  HCFA  or  their  State  Insurance 
Commissioner  when  they  intend  to  use  the  one-percent  cost  exemption.  In  addition,  plan 
sponsors  are  required  to  provide  notice  if  they  seek  to  use  the  three-month  grace  period 
contained  in  the  rules. 

How  does  HCFA  intend  to  make  the  names  of  these  plan  sponsors  available  to 
concerned  citizens?  What  resources  are  necessary  in  order  for  HCFA  to  make  the  names 
of  these  plan  sponsors  available  to  concerned  citizens? 

Ms.  DeParle:  HCFA  will  be  posting  lists  of  the  non-federal  governmental  plans 
utilizing  the  transition  provision  or  claiming  the  increased  cost  exemption  on  its  website. 
Resources  required  to  do  so  are  negligible.  The  lists  that  we  post  will  be  public 
information,  and  any  concerned  citizen  or  group  may  download  that  information  for 
distribution. 

For  the  record,  I  also  would  like  to  provide  some  further  clarification  on  how  the 
exemptions  will  work.  For  the  most  part,  the  responsibility  to  claim  an  exemption  will  be 
on  the  group  health  plan,  not  that  plan's  insurer.  Insurers  will  have  to  provide  notice  or 
other  information  to  the  appropriate  State  insurance  commissioner  only  if  so  required  by 
that  State's  rules.  Depending  on  whether  the  plan  sponsor  is  an  employer  subject  to 
ERISA,  a  non-federal  governmental  unit,  or  a  church  organization,  the  plan  must  send  the 
notice  to  the  Federal  Government  to  one  of  three  different  agencies,  as  described  below. 

The  Mental  Health  Parity  Act  (MHPA)  provides  that  a  group  health  plan  or  insurance 
offered  in  connection  with  a  plan,  providing  both  medical/surgical  benefits  and  mental 
health  benefits,  may  not  impose  an  aggregate  lifetime  dollar  limit  or  annual  dollar  limit 
on  mental  health  benefits  that  is  less  than  such  a  limit  on  medical/surgical  benefits. 

MHPA  provides  two  exemptions  from  the  parity  requirements.  The  first  exemption  is 
for  small  employers,  defined  as  an  employer  with  at  least  2  but  not  more  than  50 
employees.  The  second  exemption  is  for  group  health  plans  if  the  application  of  these 
provisions  results  in  an  increase  in  the  cost  under  the  plan  or  coverage  of  at  least  one 
percent.  The  interim  rules  published  on  December  22,  1997,  require  all  plans  to 
implement  parity  for  at  least  six  months.  For  most  plans  this  will  be  the  first  six  months 
of  the  first  plan  year  beginning  on  or  after  January  1 , 1998.  A  plan  may  claim  an 
exemption  from  parity  if,  based  on  at  least  six  months  actual  data  with  parity  in  place,  a 
plan  has  experienced  a  one-percent  or  more  cost  increase  attributable  to  the  application  of 
the  parity  provisions. 
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The  exemption  is  not  effective  until  30  days  after  the  plan  notifies  participants  and 
beneficiaries  of  the  plan's  decision  to  claim  the  one-percent  increased  cost  exemption. 
Plans  also  must  send  a  copy  of  the  notice  to  the  Government.  A  group  health  plan  that  is 
a  church  plan  must  furnish  the  notice  to  the  Department  of  the  Treasury.  A  group  health 
plan  subject  to  Part  7  of  Subtitle  B  of  Title  I  of  ERISA  must  furnish  the  notice  to  the 
Department  of  Labor.  A  group  health  plan  that  is  a  non-federal  governmental  plan  must 
furnish  the  notice  to  the  Department  of  Health  and  Human  Services.  Any  notice 
submitted  to  the  Department  of  Labor  or  Health  and  Human  Services  will  be  available  for 
public  inspection. 

In  addition,  to  claim  the  one-percent  increased  cost  exemption,  a  plan  (or  issuer)  must 
make  available  to  participants  and  beneficiaries  (or  their  representatives),  on  request  and 
at  no  charge,  a  summary  of  the  information  required  to  support  the  exemption. 

The  interim  rules  also  provide  for  a  limitation  on  enforcement  actions  for 
requirements  other  than  the  one-percent  increased  cost  exemption.  No  enforcement 
action  can  be  taken  by  any  of  the  Secretaries  against  a  group  health  plan  (or  issuer)  that 
has  sought  to  comply  in  good  faith  with  the  requirements  of  the  law  before  the  earlier  of: 
(a)  the  first  day  of  the  first  plan  year  beginning  on  or  after  April  1 ,  1 998,  or  (b)  January  1 , 
1999.  Compliance  with  the  requirements  of  the  interim  rules  is  deemed  to  be  good  faith 
compliance. 

With  respect  to  the  increased  cost  exemption,  the  interim  rules  provide  a  transition 
period  for  compliance  with  the  requirements.  No  enforcement  action  will  be  taken 
against  a  group  health  plan  (or  issuer)  that  is  subject  to  the  MHPA  requirements  prior  to 
April  1,  1998,  solely  because  the  plan  has  claimed  the  increased  cost  exemption  based  on 
assumptions  inconsistent  with  the  interim  rules,  provided  that  the  plan  is  amended  to 
comply  with  the  parity  requirements  no  later  than  March  31,  1998,  and  the  plan  complies 
with  certain  notice  requirements. 

A  group  health  plan  utilizing  the  transition  provision  must  provide  notice  to  the 
applicable  Federal  agency  and  post  notice  at  the  location(s)  where  documents  must  be 
made  available  for  examination  under  ERISA  regulations.  The  notice  must  indicate  the 
plan's  intent  to  use  the  transition  period  by  30  days  after  the  first  day  of  the  plan  year 
beginning  on  or  after  January  1,  1998,  but  in  no  event  later  than  March  31,  1998.  In 
addition,  the  notice  must  be  provided  at  no  charge  to  participants  and  beneficiaries  (or 
their  representatives)  within  1 5  days  after  the  receipt  of  a  written  or  oral  request  for  such 
notification,  but  in  no  event  before  the  notice  has  been  sent  to  the  applicable  Federal 
agency. 
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MEDICALLY  NECESSARY  DENTAL  CARE 

Mr.  Hoyer:  As  you  know,  Section  4108  of  the  Balanced  Budget  Act  of  1997  requires 
the  National  Academy  of  Sciences  to  conduct  a  study  on  the  expansion  of  preventive 
benefits  for  Medicare  beneficiaries.  The  report  is  to  include  a  section  on  medically 
necessary  dental  care. 

Do  you  believe  that  HCFA  could  see  a  cost  savings  if  medically  necessary  dental  care 
is  provided  to  Medicare  beneficiaries  in  specific  circumstances,  such  as  head  and  neck 
cancer,  lymphoma  or  leukemia,  valvular  heart  disease,  and  organ  transplantation,  where  a 
simple  dental  checkup  and  treatment  before  surgery  for  the  underlying  diagnosis  could 
prevent  extensive  dental  complications? 

Ms.  DeParle:  The  issue  of  expanded  medically  necessary  dental  care  under  Medicare 
has  been  under  review  in  HCFA  since  at  least  1992,  when  HCFA  was  advised  by  the 
American  Association  of  Hospital  Dentists  of  perceived  disparities  in  how  HCFA  covers 
dental  services  under  Medicare.  For  example,  dental  examinations  are  authorized  prior  to 
kidney  transplantation  but  no  treatment  is  covered,  while  dental  treatment  (extractions) 
prior  to  radiation  for  head  and  neck  carcinoma  is  covered.  In  1995,  you  requested  that 
HCFA  re-estimate  the  cost  of  providing  dental  care  for  selected  disease  categories.  In 
September  1995,  OACT  prepared  a  revised  technical  report  with  cost  estimates  for  dental 
care,  that  were  transmitted  by  then  Deputy  Administrator  Helen  Smits.  In  1996,  the 
American  Dental  Association,  and  the  Federation  of  Special  Care  Organizations  in 
Dentistry  provided  HCFA's  Technical  Special  Analysis  Staff  with  detailed  cost  savings 
projections  and  suggestions  for  new  regulatory  language. 

More  recently  in  the  first  session  of  the  105th  Congress,  you  introduced  HR1288, 
which  amends  the  Social  Security  Act  to  provide  for  coverage  under  part  B  for  "cost- 
effective,  medically  necessary  dental  procedures."  The  conditions  covered  are  the  same 
conditions  cited  in  your  current  inquiry  to  HCFA,  and  it  is  presumed,  would  be  the  same 
conditions  that  National  Academy  of  Sciences  would  review  as  part  of  its  BBA-mandated 
study  under  Section  4108.  Additionally,  we  are  advised  that  your  staff  met  in  the  Fall  of 
1997  with  staff  of  the  Congressional  Budget  Office,  and  provided  CBO  with  an  itemized 
projection  of  Medicare  savings  that  would  accrue  if  dental  services  were  provided  for  the 
proposed  covered  conditions.  We  are  advised  that  CBO  staff  will  not  finish  costing  out 
HR1288  prior  to  March  1998.  Currently,  Medicare  covers  the  following  exceptions  to 
the  dental  exclusion: 

1 .  An  otherwise  noncovered  procedure  or  service  is  performed  by  a  dentist  incident- 
to  and  an  integral  part  of  a  covered  procedure  or  service  performed  by  him  or  her; 

2.  The  extraction  of  teeth  to  prepare  the  jaw  for  radiation  treatment  of  neoplastic 
disease; 
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3.  An  oral  or  dental  examination  performed  on  an  inpatient  basis  as  part  of  a 
comprehensive  workup  prior  to  renal  transplant  surgery. 

Please  note  that  the  third  exception  is  limited  to  renal  transplant  surgery  and  does  not 
include  heart  or  other  transplants,  although  some  carriers,  in  the  absence  of  a  national 
policy  specifically  excluding  them,  may  include  other  organ  transplants. 

HCFA  understands  and  remains  interested  in  the  long-standing  discussions  about 
enhanced  medically  necessary  dental  services  under  Medicare.  We  are  aware  that  CBO  is 
reviewing  the  potential  cost  savings  of  HR1288.  To  avoid  duplication  of  effort,  we  plan 
to  contact  CBO  to  obtain  their  findings,  and  to  reconsider  our  current  policy  in  light  of 
those  results.  In  addition,  as  part  of  Section  4108  of  the  BBA,  HCFA  is  commissioning  a 
study  from  the  National  Academy  of  Sciences/Institutes  of  Medicine,  which  will  include 
an  analysis  of  expanding  Medicare  benefits  for  medically  necessary  dental  care. 
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EARLY  INTERVENTION  FOR  HIV  DISEASE 

Ms.  Pelosi:  Is  HCFA  willing  to  continue  work  with  Congress  to  find  ways  to  provide 
early  intervention  for  HIV  disease? 

Ms.  DeParle:  HCFA,  in  cooperation  with  the  Office  of  AIDS/HIV  Policy  in  the 
Department  of  Health  and  Human  Services,  is  willing  to  work  with  the  Congress  to 
address  how  to  provide  early  intervention  for  HIV  disease.  We  believe,  however,  that  to 
adequately  address  this  enormous  challenge  that  all  potential  resources  must  be  fully 
engaged  in  this  effort  including  Federal,  State  and  local  governments,  third  party  payers, 
pharmaceutical  manufacturers,  and  the  patients  themselves. 
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OUTREACH  FOR  MEDICAID  ELIGIBLE  CHILDREN 

Ms.  DeLauro:  Explain  to  the  committee  the  proposed  outreach  plan  to  reach  children 
who  are  eligible  for  Medicaid  but  are  not  covered.  How  many  children  do  you  estimate 
•  would  fall  into  this  category? 

Ms.  DeParle:  Recent  analysis  of  the  Current  Population  Survey  indicates  there  are 
over  3  million  children  eligible  for  Medicaid  who  remain  uninsured.  By  statute,  States 
are  required  to  outreach  to  all  eligible  populations  in  order  to  enroll  them  in  the  State's 
program.  The  proportion  of  non-enrolled  eligibles  varies  by  State.  The  recently  enacted 
State  Children's  Health  Insurance  Program  (CHIP)  provides  additional  opportunities  to 
States  to  assist  in  addressing  the  problem  of  the  large  numbers  of  uninsured  low-income 
children. 

There  is  no  one  outreach  program  for  Medicaid.  Each  State  develops  and  implements 
outreach  activities  according  to  its  needs  as  described  briefly  in  its  State  Plan  document. 
Because  outreach  is  intrinsically  linked  to  the  enrollment  process,  outreach  must  be 
viewed  as  a  dynamic  process  which  begins  with  identifying  eligible  children  and  assisting 
in  enrolling  them  in  the  program  in  as  unburdensome  a  manner  as  possible.  HCFA  has 
made  considerable  effort  in  providing  new  guidance  to  the  States  by  emphasizing 
strategies  that  further  the  cause  of  simplification  in  the  administrative  processes. 

Specifically,  we  have  developed  a  model  two-page  joint  application  for  easy 
enrollment  in  either  Medicaid  or  CHIP.  HCFA  encourages  States  to  offer  mail-in  forms, 
and  more  flexible  hours  to  assist  working  families  needing  to  apply  for  Medicaid  or 
CHIP;  reducing  transportation  costs;  eliminating  the  need  for  parents  to  take  time  off 
work,  and  removing  the  stigma  of  going  to  a  social  services  office.  Our  FY  1999 
President's  Budget  includes  a  number  of  proposals  to  support  State  outreach  efforts.  For 
example,  we  encourage  States  to  increase  enrollment  sites  and  the  numbers  of 
outstationed  eligibility  workers  and  to  use  presumptive  eligibility  at  expanded  sites  such 
as  schools,  child  care  centers,  etc.  Also,  HCFA  reminds  States  that  they  can  get  Federal 
match  for  redesigning  their  forms.  Further,  we  encourage  States  to  provide  12  months 
continuous  eligibility  to  enrollees  and  to  increase  enrollment  sites.  Moreover,  we  allow 
States  to  use  funds  for  targeting  children  newly  eligible  for  CHIP. 

Ms.  DeLauro:  How  much  freedom  would  States  have  to  design  their  own  outreach 
programs? 

Ms.  DeParle:  HCFA's  primary  role  is  to  assist  States  in  successful  implementation  of 
their  Plans  and  to  seek  to  simplify  all  processes  which  lead  to  enrollment.  HCFA  sent  a 
special  letter  to  all  State  officials  in  January  highlighting  new  and  existing  opportunities 
for  outreach  to  uninsured  children.  This  letter  contained  several  examples  of  and  options 
for  successful  outreach  and  enrollment  and  Federal  funding  available  for  these  activities. 
A  list  of  model  outreach  practices  is  attached  for  States  to  consider  implementing  in  order 
to  expand  the  kind  of  activities  needed  to  reach  many  and  disperse  populations. 
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HCFA  has  the  lead  coordinating  role  across  eight  Federal  departments  who  have 
come  together  to  establish,  department  by  department,  an  aggressive  outreach  effort  that 
encompasses  all  federal  programs  which  serve  children.  A  specific  plan  of  action  will  be 
produced  in  May  1 998  and  will  follow  with  aggressive  implementation.  HCFA  is 
designing  brochures  and  other  materials  related  to  Medicaid  and  CHIP  for  dissemination 
through  these  interactive  networks.  Our  regional  offices  are  closely  linked  to  the  States 
and  are  forming  similar  state-local  networks  across  a  variety  of  agencies  —  all  with  the 
intention  of  identifying  the  uninsured  children  and  linking  them  with  appropriate 
insurance  programs. 

Our  communications  resources  are  devoted  to  shaping  culturally  sensitive 
messages/ads  and  conducting  media  outreach  to  assist  States  in  reaching  the  targeted 
children.  We  are  in  the  process  of  organizing  focus  groups  with  Hispanic  and  other 
minority  populations  to  better  understand  their  need  for  health  care  and  insurance.  A 
myriad  of  networks,  public  and  private,  are  coming  together  in  this  all-encompassing 
outreach  effort  to  make  the  CHIP  program  a  success  and  to  assure  every  uninsured  child 
is  given  the  opportunity  for  adequate  health  care  insurance. 

MEDICARE  PRIVATE  CONTRACTING 

Ms.  DeLauro:  In  the  last  few  months,  I  have  been  contacted  by  many  seniors  in  my 
district  who  have  received  a  mailing  from  the  United  Seniors  Association.  I  know  that 
many  of  my  colleagues  have  also  heard  from  seniors  who  received  this  letter.  This 
fundraising  letter  claims  that  changes  in  last  year's  Balanced  Budget  Act  will  prevent 
seniors  from  using  their  own  money  to  pay  for  medical  services  not  covered  by  Medicare. 
Is  there  any  truth  to  this  claim?  Can  you  explain  the  private  contracting  issue?  What  has 
HCFA  done  to  either  stop  United  Seniors  from  making  this  type  of  false  claim,  or  to  let 
seniors  know  the  truth  about  the  Balanced  Budget  Act? 

Ms.  DeParle:  The  United  Seniors  Association  Inc.  has  sued  the  Department  of  Health 
and  Human  services  on  this  issue  and  it  would  be  inappropriate  for  us  to  comment  on 
their  allegations  outside  of  the  Courts.  We  can,  however,  provide  you  with  copies  of  the 
documents  we  have  filed  with  the  Courts.  We  have  also  sent  the  following  letter  to 
Senator  Daschle,  with  an  identical  letter  to  Representative  Stark,  clarifying  the  issue: 
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The  Honorable  Tom  Daschle 
United  States  Senate 
Washington,  D.C.  20510-4103 

Dear  Senator  Daschle: 

Thank  you  for  your  letter  on  behalf  of  your  constituent  who  is  concerned  about 
information  received  from  the  United  Seniors  Association  Inc.  (USA  Inc.)  about 
the  American  Lobbying  Against  Rationing  of  Medical  Care  (ALARM)  Campaign. 

As  you  know,  section  4507  of  the  Balanced  Budget  Act  of  1997  (BBA)  allows  a 
physician  or  practitioner  to  opt-out  of  Medicare  for  two  years  so  that  the  physician 
or  practitioner  can  enter  into  private  contracts  with  Medicare  beneficiaries  to 
provide  Medicare  covered  services,  if  specific  requirements  are  met. 

The  information  from  USA  Inc.  does  not  accurately  reflect  the  effect  of  the 
private  contracting  provisions  of  BBA.  The  USA  Inc.  letter  alleges  that  seniors 
cannot  use  personal  funds  to  pay  for  health  care  if  they  are  eligible  for  Medicare. 
The  following  is  true  both  before  and  after  January  1, 1998: 

1 .  Do  Medicare  rules  apply  to  persons  not  enrolled  in  Medicare? 

No,  Medicare  rules  do  not  apply  to  persons  not  enrolled  in  Medicare.  Part  B  of 
Medicare  is  a  voluntary  program.  A  beneficiary  is  one  who  chooses  to  enroll 
(they  can  also  disenroll  at  any  point).  Medicare  rules  do  not  apply  to  seniors  who 
are  eligible  for  Medicare  but  are  not  enrolled  in  Part  B.  A  private  contract  is  not 
necessary  for  a  physician  to  provide  services  to  a  senior  who  is  Medicare  eligible, 
but  not  a  Medicare  Part  B  beneficiary.  Medicare  rules  only  apply  to  covered 
services  for  persons  who  are  enrolled  in  Part  B  of  Medicare. 

2.  Can  a  beneficiary  pay  out  of  their  own  funds  for  services  Medicare  does  not 
cover? 

Yes,  a  beneficiary  can  pay  out  of  their  own  funds  for  services  not  covered  by 
Medicare.  Covered  services  are  services  that  Medicare  pays  for  and  Medicare 
rules  apply  only  to  such  covered  services.  Medicare  rules  do  not  apply  to  non- 
covered  services.  Examples  of  non-covered  services  include  cosmetic  surgery, 
hearing  aids,  and  routine  physical  exams.  A  physician  and  beneficiary  do  not  have 
to  enter  into  a  private  contract  for  a  non-covered  service.  The  beneficiary  is  free  to 
pay  for  non-covered  services  and  the  physician  is  not  limited  in  what  he  or  she 
can  charge  for  non-covered  services.  The  recent  BBA  provision  did  not  change 
this  aspect  of  Medicare. 

3.  Are  there  any  situations  where  a  physician  who  has  not  opted-out  of  Medicare 
does  not  have  to  submit  a  claim  for  a  covered  service  provided  to  a  Medicare 
beneficiary? 
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Yes.  If  the  beneficiary  refuses  to  authorize  the  release  of  medical  information 
needed  to  submit  the  claim,  the  physician  cannot  submit  the  claim.  Examples 
would  be  where  the  beneficiary  does  not  want  information  about  mental  illness  or 
HIV/AIDS  to  be  disclosed  to  anyone.  The  physician  will  not  be  subject  to 
penalties  for  failing  to  submit  a  claim  if  the  beneficiary  refuses  to  authorize 
release  of  the  medical  information  needed  to  submit  the  claim. 

4.  Can  a  beneficiary  pay  out  of  their  own  funds  for  services  that  Medicare 
sometimes  covers? 

Yes.  The  law  requires  that  Medicare  pay  only  for  medically  necessary  services 
which  requires  judgments  about  the  type  and  quantity  of  services  that  are 
medically  appropriate.  For  example,  Medicare  carriers  may  determine  that  one 
physician  visit  per  month  to  nursing  home  residents  would  be  medically  necessary 
(absent  other  medical  complications.)  Medicare  would  pay  for  one  such  visit,  but 
a  Medicare  beneficiary  who  wanted  to  pay  for  more  visits  could  do  so.  An 
example  would  be  multiple  nursing  home  visits  by  a  physician. 

A  private  contract  is  not  necessary  to  provide  these  services  and  a  physician  who 
remains  in  Medicare  can  still  provide  these  services  to  beneficiaries.  In  such  a 
case,  the  physician  provides  the  beneficiary  with  an  "Advance  Beneficiary 
Notice"  that  the  service  may  not  be  covered  by  Medicare  and  that  the  beneficiary 
agrees  to  pay  for  the  service  if  it  is  denied  by  Medicare. 

The  BBA  makes  the  following  changes: 

o    Private  Contracts  Allowed:  BBA  allows  a  physician  or  practitioner  to 
enter  into  private  contracts  with  Medicare  beneficiaries  to  provide  covered 
services,  if  specific  requirements  are  met.  A  private  contract  is  an 
agreement  between  a  Medicare  beneficiary  and  a  physician  or  practitioner 
whereby  the  beneficiary  agrees  to  pay  out  of  personal  funds  for  a  Medicare 
covered  service  at  a  charge  set  by  the  physician  or  practitioner.  Both  the 
beneficiary  and  physician  or  practitioner  agree  not  to  submit  a  claim  to 
Medicare  and  Medicare  does  not  pay  any  of  the  costs  of  the  service  to 
either  the  beneficiary,  physician  or  practitioner.  Prior  to  BBA,  physicians 
or  practitioners  could  not  enter  into  private  contracts  or  charge  Medicare 
beneficiaries  more  than  the  Medicare  payment  amount  for  a  covered 
service. 

o   Physician  or  Practitioner  Opt-Out:  When  a  physician  or  practitioner 
chooses  to  enter  into  a  private  contract  with  a  Medicare  beneficiary  to 
provide  services  otherwise  covered  by  Medicare,  no  services  provided  by 
that  physician  or  practitioner  are  covered  by  Medicare  and  no  Medicare 
payment  can  be  made  to  the  physician  or  practitioner  directly  or  on  a 
capitated  basis.  The  physician  or  practitioner  must  opt-out  of  Medicare  for 
a  two-year  period. 
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Under  the  statute,  a  physician  or  practitioner  cannot  choose  to  opt-out  ot 
Medicare  for  some  Medicare  beneficiaries  but  not  others,  or  for  some  services 
but  not  others. 

0  Private  Contract  Terms:  Private  contracts  must  be  written,  (not  oral), 
cannot  be  signed  by  a  beneficiary  when  an  emergency  or  urgent  service  is 
needed,  and  must  contain  specific  elements  to  assure  that  beneficiaries 
understand  and  consent  to  the  private  contract.  Physicians  must  also  agree 
not  to  submit  a  claim  and  to  acknowledge  Medicare  will  not  make  any 
payment. 

Concerns  have  been  raised  that  a  beneficiary  must  receive  all  services  from 
certain  physicians  or  practitioners.  In  fact,  a  beneficiary  can  obtain  some  covered 
services  from  an  opt-out  physician  or  practitioner  and  other  covered  services  from 
a  physician  or  practitioner  who  remains  in  Medicare.  In  the  former  case,  the 
beneficiary  would  pay  out  of  their  own  pocket  for  the  services  while  in  the  latter 
case  Medicare  would  pay  for  the  services. 

1  should  also  point  out  that  Medicare  rules  do  not  apply  to  physicians'  or 
practitioners'  treatment  of  patients  not  enrolled  in  Medicare.  A  physician  or 
practitioner  who  treats  patients  who  are  not  enrolled  in  Part  B  of  Medicare  can 
also  treat  Medicare  beneficiaries.  However,  such  a  physician  or  practitioner  must 
choose  whether  to  treat  all  of  his  or  her  Medicare  patients  under  Medicare  rules  or 
to  treat  them  all  under  private  contracts. 

It  has  also  been  suggested  that  a  physician  or  practitioner  who  uses  an  Advanced 
Beneficiary  Notice  automatically  opts-out  of  Medicare  and  can  provide  services 
only  under  private  contracts.  That  is  not  the  case.  A  physician  or  practitioner 
opts  out  only  by  following  the  process  specified  in  the  statute  and  our  instructions. 
To  summarize,  this  process  requires  that  the  physician  or  practitioner  and  at  least 
one  Medicare  beneficiary  enter  into  a  private  contract  that  meets  certain 
conditions  and  that  the  physician  or  practitioner  timely  file  one  or  more  affidavits 
that  meet  certain  conditions.  There  is  no  "automatic  opt-out." 

I  hope  that  this  information  is  helpful.  Please  let  me  know  if  I  can  provide  any 
further  information. 

Sincerely, 

Nancy- Ann  Min  DeParle 
Administrator 
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Ms.  DeParle:  Finally,  we  can  provide  you  with  a  copy  of  a  study  GAO  has 
performed  on  this  question  at  the  request  of  Senator  Moynihan. 

In  November  1 997,  the  Health  Care  Financing  Administration  provided  information 
on  the  provisions  of  the  BBA  to  physicians  through  the  annual  "dear  Doctor"  letter  that 
carriers  sent  out  with  the  1 998  fee  schedule.  In  addition,  we  issued  a  program 
memorandum  in  January  1998  that  provided  further  clarification  on  the  issue.  Both  of 
these  documents  were  shared  with  the  insurance  counselors  with  whom  HCFA  works 
closely  to  respond  to  beneficiaries'  questions  and  concerns.  We  also  plan  to  include 
language  addressing  this  issue  in  the  Medicare  Handbook  and  Medicare  Guide  to 
Insurance  for  People  with  Medicare.  Lastly,  my  staff  has  responded  to  many  telephone 
and  written  inquiries  from  beneficiaries  and  physicians  on  this  issue. 

FUNDING  THROUGH  USER  FEES 

Ms.  DeLauro:  In  the  past  few  years,  HCFA  has  seen  a  staggering  increase  in  its 
responsibilities,  including  administering  the  Children's  Health  Insurance  Program,  the 
Health  Care  Fraud  and  Abuse  Control  Program,  and  implementation  of  changes  to  the 
Medicare  program.  I  understand  that  you  have  proposed  new  user  fees  in  order  to  fund 
these  additional  responsibilities.  Can  you  explain  the  rationale  used  in  determining  the 
fees?  If  these  user  fees  do  not  pass,  what  funding  increase  would  you  need  from  this 
committee  in  order  to  carry  out  your  mission? 

Ms.  DeParle:  The  rationale  for  the  proposed  user  fees  is  that  additional  resources  are 
needed  due  to  the  tremendous  growth  in  HCFA's  responsibilities.  Rather  than  fund 
HCFA's  entire  program  level  from  discretionary  budget  authority,  it  seems  reasonable  to 
have  those  individuals  and  organizations  benefiting  directly  from  HCFA's  activities  pay 
for  them. 

The  purpose  of  most  user  fees  will  be  only  to  recover  the  agency's  costs  associated 
with  that  particular  activity.  Others,  however,  will  also  have  the  added  benefit  of 
encouraging  a  change  in  provider  behavior,  i.e.,  charging  a  dollar  for  paper  and  duplicate 
claims  will  encourage  providers  to  submit  claims  electronically  and  only  once. 

Our  total  budget  request  is  for  a  program  level  of  $2.1  billion,  which  includes 
discretionary  BA,  current  law  user  fees  and  $264.5  million  in  new  user  fees.  If  these  new 
fees  are  not  enacted,  our  ability  to  implement  the  BBA  and  HIPAA  will  be  hindered,  and 
we  could  see  a  deterioration  in  Medicare  and  Medicaid  operations  nationwide. 

"THIN  PREP"  PAP  SMEARS 

Ms.  DeLauro:  New  technologies  have  given  us  important  tools  in  screening  for  a 
number  of  different  types  of  cancers  which  we  had  little  or  no  tests  for  before.  Yesterday 
I  received  a  response  from  you  to  a  letter  I  had  written  regarding  the  ThinPrep  Pap  Test. 
This  test  has  been  approved  by  the  FDA,  which  called  it  "significantly  more  effective 
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than  the  conventional  pap  smear"  in  detecting  cervical  cancer.  It  is  my  understanding 
that  HCFA  has  assigned  ThinPrep  to  the  "gap-fill"  process  for  determining  Medicare 
reimbursement.  This  has  resulted  in  some  carriers  reimbursing  at  a  significantly  higher 
rate  than  others,  while  some  carriers  haven't  established  the  reimbursement  rate  yet  —  as 
is  the  case  in  my  home  state  of  Connecticut. 

I  want  to  emphasize  the  importance  of  ensuring  that  all  women  have  access  to  health 
technologies  that  could  potentially  save  their  lives.  Can  you  tell  me  why  HCFA  did  not 
assign  one  reimbursement  rate  for  the  test?  I  hope  that  HCFA  will  continue  working  to 
ensure  that  this  technology  is  adequately  reimbursed,  and  I  ask  you  to  keep  me  informed 
of  the  status. 

Ms.  DeParle:  HCFA  has  issued  instructions  to  our  carriers  on  the  "thin  prep"  pap 
smear,  as  for  other  new  procedures  for  labs,  to  make  their  own  determinations  of  the 
pricing  in  calendar  year  (CY)  1998.  This  is  our  longstanding  process.  In  CY  1999,  we 
plan  to  set  the  national  cap  for  "thin  prep"  pap  smears  using  the  median  amount  reported 
by  the  carriers. 

As  the  Administrator,  I  could  hypothetically  direct  the  carriers  to  use  a  specific  price 
in  CY  1998.  However,  this  is  rarely  done.  Carrier  discretion  generally  reflects  the  more 
accurate  market  price  for  new  procedures. 

In  response  to  the  Balanced  Budget  Act  of  1997,  which  expanded  the  coverage  of  pap 
smears  and  provided  for  a  reasonableness  review  of  the  pricing  of  lab  services,  HCFA 
plans  to  review  the  pricing  for  all  pap  smear  clinical  lab  services  later  this  year.  We  will 
keep  you  well  informed  on  these  and  related  preventive  health  care  services. 

MEDICARE  BUY-IN  PROPOSAL 

Ms.  DeLauro:  I  am  very  excited  about  the  President's  proposed  plan  to  allow 
Americans  aged  55-64  to  buy  in  to  the  Medicare  program.  Too  many  Americans  still  do 
not  have  access  to  health  insurance,  and  this  is  an  important  step  toward  solving  that 
problem.  Some  actuaries,  however,  question  whether  this  plan  would  in  fact  be 
self-financing  or  whether  it  would  drain  the  already  limited  resources  of  the  Medicare 
trust  funds.  Could  you  address  this  issue? 

Ms.  DeParle:  We  believe  that  the  President's  proposed  plan  is  frequently 
misunderstood.  It  will  not  impose  a  new  burden  on  the  Medicare  trust  funds. 

The  President's  proposal  to  allow  62-64  year-olds  to  buy  into  Medicare  would 
explicitly  direct  the  Medicare  actuary  to  set  premiums  at  levels  necessary  to  pay,  over 
time,  for  the  cost  of  this  program.  Each  year,  the  actuary  would  be  required  to  establish 
the  premiums  for  new  enrollees  to  reflect  actual  experience,  to  ensure  that  they  are 
sufficient  to  offset  costs. 
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The  premiums  established  for  displaced  workers  and  their  spouses  who  voluntarily 
enroll  at  ages  55-61  are  expected  to  cover  a  substantial  portion — but  not  all — of  their 
Medicare  costs. 

From  the  day  the  President  announced  the  proposal,  we  have  acknowledged  and 
arranged  to  pay  for  up-front  costs,  comprising  the  temporary  costs  of  a  sicker-than- 
average  age  62-64  buy-in  group,  as  well  as  the  ongoing  costs  of  the  sicker  displaced 
workers'  group  (ages  55  through  61).  We  committed  to  completely  offset  these  costs 
through  a  package  of  fraud,  waste  and  abuse  initiatives. 
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SURETY  BONDS 

Mr.  Skeen:  On  January  5,  1998,  you  published  regulations  regarding  surety  bonds. 
Please  provide  the  committee  with  a  detailed  breakdown  of  the  process  in  which  input 
from  organizations  was  sought  and  included  in  the  development  of  the  regulation. 

Ms.  DeParle:  As  part  of  the  fact  finding  process  in  the  development  of  any 
regulation,  HCFA  routinely  seeks  information  from  outside  sources  and  other 
government  agencies.  The  development  of  the  January  5  surety  bond  regulation  was  no 
exception.  In  the  months  between  passage  of  the  Balanced  Budget  Act  (BBA)  of  1997 
and  the  publication  of  the  January  5  final  rule  with  comment,  we  met  with  such 
organizations  as  the  National  Association  of  Surety  Bond  Producers,  the  Surety 
Association  of  America,  American  Insurance  Association,  Home  Care  Association  of 
America,  Inc.,  American  Federation  of  Home  Health  Agencies,  Capital  Home  Health 
Care,  Inc.,  and  Bowers  and  Associates,  a  CPA  firm.  These  organizations  provided  us 
with  information  about  surety  bond  procedures,  their  views  on  the  BBA  provision,  and 
their  suggestions  for  implementation  of  the  provision. 

Mr.  Skeen:  If  the  members  of  the  surety  bond  industry  were  included  in  the 
development  of  the  regulation  why  were  the  surety  bond  companies  not  willing  to  issue 
bonds,  once  the  Federal  Register  was  published. 

Ms.  DeParle:  Following  the  January  5  publication,  representatives  of  the  surety 
industry  raised  concerns  about  the  scope  of  a  surety's  liability  under  the  regulation  that 
were  not  apparent  during  our  pre-publication  discussions  with  the  organizations.  The 
January  5  regulation  links  the  liability  on  a  bond  to  the  period  during  which  payments  are 
made.  Thus,  for  example,  a  bond  obtained  for  a  fiscal  year  running  from  January 
through  December  1998  would  be  liable  for  any  overpayments,  civil  money  penalties,  or 
other  assessments  resulting  from  payments  made  in  1998.  Due  to  the  sometimes  lengthy 
process  for  determining  overpayments  or  imposing  penalties,  the  industry  is  concerned 
that  the  potential  liability  on  a  bond  could  continue  for  a  number  of  years.  This  long-term 
exposure  makes  it  difficult  for  a  sureties  to  gauge  the  risk  in  underwriting  a  bond  thus 
resulting  in  a  less  than  fully-competitive  market  for  obtaining  bonds. 

On  March  4,  we  published  in  the  Federal  Register  a  notice  which  announced  our 
intent  to  revise  the  current  regulation  and  eliminated  the  original  February  27  deadline  for 
obtaining  a  bond.  The  changes  we  intend  to  make  include  limiting  the  surety's  liability  to 
the  amount  of  the  bond  in  effect  at  the  time  we  determine  that  funds  owed  to  Medicare  or 
Medicaid  have  become  "unpaid,"  regardless  of  when  the  payment,  overpayment,  or  other 
action  causing  such  funds  to  be  owed  took  place.  Other  technical  changes  which  we 
intend  to  make  limit  the  discovery  period  for  a  bond  to  two  years  after  an  HHA  leaves  the 
program  and  provide  the  bond  companies  with  appeal  rights  if  the  HHA  fails  to  exercise 
its  appeal  rights. 
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We  are  proceeding  expeditiously  to  publish  a  new  final  regulation  containing  these 
changes  which  we  expect  will  provide  for  a  much  more  competitive  market  and  allow 
small,  reputable  home  health  agencies  (HHAs)  to  obtain  bonds.  Given  the  scope  of  these 
changes,  home  health  agencies  will  be  given  60  days  from  the  publication  of  the  final 
regulation  incorporating  the  changes  to  furnish  a  bond. 

Mr.  Skeen:  As  questions  arose  regarding  the  limited  availability  of  surety  bonds  for 
HHAs,  why  was  the  burden  of  proof  to  file  an  extension  in  order  to  be  in  compliance 
placed  on  the  agency? 

Ms.  DeParle:  As  noted,  after  we  became  aware  of  the  technical  problems  that  were 
restricting  the  bond  market,  we  postponed  the  deadline  for  submitting  a  bond  from 
February  27  to  60  days  following  publication  of  a  new  final  rule  that  will  correct  these 
problems.  We  asked  HHAs  unable  to  obtain  a  bond  to  simply  notify  the  intermediary  of 
this  fact  by  March  3 1  so  that  we  can  make  an  accurate  assessment  of  the  number  of 
HHAs  without  bonds.  We  are  not  requiring  the  HHAs  to  request  an  extension  or  to 
provide  proof  of  their  inability  to  obtain  a  bond. 

MANAGED  CARE  CONTRACTS 

Mr.  Skeen:  A  number  of  States  have  changed  the  delivery  of  Medicaid  from 
traditional  fee-for-service  to  managed  care  plans.  Under  managed  care,  the  agency  is  not 
in  control  of  the  funds  which  the  surety  bonds  are  intended  to  insure.  Please  elaborate  for 
the  Committee  what  input  was  given  toward  the  development  of  the  regulation  in  regards 
to  agencies  which  are  contracted  by  managed  care  organizations. 

Ms.  DeParle:  The  HHA  surety  bond  requirement  does  not  apply  to  a  managed  care 
organization  (including  a  subcontractor)  that  furnishes  home  health  services  exclusively 
to  beneficiaries  that  are  enrolled  in  the  organization's  managed  care  plan.    The  surety 
bond  requirement  does  apply  to  a  managed  care  organization  that  furnishes  home  health 
services  to  non-enrolled  beneficiaries  on  a  fee-for-service  basis.  In  the  latter 
circumstance,  the  amount  of  the  bond  would  be  based  on  the  Medicaid  fee-for-service 
revenues  only,  subject  to  the  $50,000  minimum. 

HOME  HEALTH  INTERIM  PAYMENT  SYSTEM 

Mr.  Skeen:  Under  the  Balanced  Budget  Agreement  an  IPS  is  to  be  implemented 
which  HHC  agencies  are  paid  an  average  amount  per  beneficiary  to  provide  care  until  a 
Prospective  Payment  System  is  implemented.  Please  elaborate  on  the  regulations 
published  regarding  HHC  agencies  who  may  choose  not  to  accept  a  very  sick  patient 
based  on  the  fact  the  reimbursement  will  be  much  lower  than  the  actual  cost. 


402 


Ms.  DeParle:  If  a  home  health  agency  places  restrictions  on  the  persons  it  will  accept 
for  treatment  and  it  fails  either  to  exempt  Medicare  beneficiaries  from  those  restrictions 
or  to  apply  them  to  Medicare  beneficiaries  the  same  as  all  other  persons  seeking  care,  we 
could  terminate  its  provider  agreement  under  42  CFR  489.53  (a)  (2).  Thus,  HCFA  would 
have  to  prove  that  the  HHA  was  discriminating  against  Medicare  beneficiaries  by 
screening  out  those  beneficiaries  that,  in  the  HHA' s  judgment,  would  be  costly  to  serve 
while  accepting  for  services  non-Medicare  patients  who  had  medical  problems  similar  to 
those  of  Medicare  beneficiaries.  HCFA  would  also  refer  such  a  situation  to  the  Office  of 
Civil  Rights  for  any  action  it  might  wish  to  take  against  the  HHA  for  discrimination. 

HCFA  is  conducting  complaint  investigations  on  those  HHAs  that  beneficiaries  have 
stated  are  discharging  them  because  their  HHA  says  "Medicare  will  no  longer  reimburse 
us  for  treating  you"  or  for  some  similar  reason.  The  State  agency  surveyors  who  conduct 
Medicare  surveys  determine  whether  the  patient  rights  provisions  at  42  CFR  484.10  were 
violated,  or  whether  the  plan  of  care  provisions  at  42  CFR  484.18  were  violated,  by 
interviewing  patients  and  staff,  reviewing  the  HHA's  policies,  reviewing  patients'  plans 
of  care,  the  clinical  records  and  other  materials.  If  HCFA  concludes  that  the  HHA,  by 
virtue  of  discharging  legitimate  HHA  beneficiaries,  is  not  in  compliance  with  the 
Medicare  conditions  of  participation,  it  could  terminate  the  HHA's  provider  agreement. 

Mr.  Skeen:  What  steps  have  you  taken  to  achieve  the  Balanced  Budget  Agreement's 
requirement  of  a  PPS  by  FY  2000?  Will  you  meet  that  deadline? 

Ms.  DeParle:  HCFA  continues  to  make  progress  toward  the  challenging  date  of 
October  1 ,  1 999  for  implementation  of  the  home  health  prospective  payment  system.  In 
November  of  1997,  we  received  preliminary  impact  results  from  Phase  II  of  the  home 
health  PPS  demonstration  in  November  1997  that  we  will  use  in  making  our  final 
determination  of  the  length  of  episode  of  to  be  used  in  the  PPS.  HCFA  is  currently 
sponsoring  research  on  the  length  of  home  health  visits  and  procedures  performed,  to 
develop  a  case-mix  adjustor  that  could  be  used  in  a  national  prospective  payment  system. 
The  case-mix  study  interim  report  is  due  in  June  1998.  The  final  report  is  due  January 
1999.  This  information,  along  with  OASIS  data,  will  help  develop  a  case-mix  adjuster 
that  is  based  as  much  as  possible  on  patient  characteristics  rather  than  treatment  codes,  is 
easy  to  administer,  has  as  much  clinical  meaning  as  possible,  explains  as  much  resource 
variation  as  possible,  and  is  not  subject  to  manipulation.  The  agency  is  also  focusing  on 
the  quality  component  of  PPS,  which  is  critical  to  ensure  HHAs  do  not  provide  less  care 
than  is  necessary  to  beneficiaries  in  an  attempt  to  maximize  profit. 

Mr.  Skeen:  Please  provide  all  sources  of  information  you  have  sought  and  which  have 
been  solicited  to  you  and  your  department  in  development  of  a  definition  of 
"homebound."  The  BBA  requires  you  to  meet  an  October  1,  1998  deadline.  Will  you 
meet  your  deadline  with  adequate  information  to  make  a  recommendation  to  Congress? 
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Ms.  DeParle:  The  Balanced  Budget  Act  included  a  requirement  that  the  Secretary 
conduct  a  study  of  the  definition  of  "homebound"  as  a  criteria  for  receiving  Medicare 
home  health  services.  HCFA  staff  are  working  with  the  staff  in  the  Department  of  Health 
and  Human  services  in  preparation  of  this  report.  We  have  had  informal  and  formal 
discussions  with  individuals  interested  in  the  homebound  report.  HCFA  staff  have 
addressed  advocacy  groups  and  their  representatives  at  the  HCFA/ Advocacy  Group 
Monthly  meeting  to  solicit  any  input  on  the  report.  We  expect  to  meet  the  due  date,  and 
to  identify  in  the  report  options  for  clarifying  the  definition  of  homebound. 
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Medicare,  Medicaid,  and  the  Children's  Health  Insurance  Program 
Facts  in  Brief 

These  programs  will  serve  an  estimated  73  million  men,  women,  and  children  in 
FY  1999 

The  second  largest  benefit  outlay  of  the  Federal  Government,  around  $329  billion 

Nearly  70  percent  of  the  Medicaid  population  is  children  and  their  families 

Over  14  million  of  Medicare  beneficiaries  receive  annual  influenza  vaccinations 

Approximately  40%  of  female  Medicare  beneficiaries  over  age  65  receive 
mammograms 

70  percent  of  Medicare  beneficiaries  have  at  least  one  managed  care 
option/choice 

90  percent  of  elderly  Medicare  beneficiaries  are  generally  satisfied  with  overall 
quality  of  medical  care  they  receive 

The  FY  1999  Program  Management  request  is  less  than  one  percent  of  total 
outlays 

Medicaid  dependent  children  rose  from  9.8  million  in  1985  to  17.6  million  in  1997, 
an  increase  of  80  percent 

When  comparing  the  total  Program  Management  level  of  $2, 137.5  million  to  the 
total  number  of  beneficiaries  served,  only  $29.28  is  spent  per  beneficiary 

Medicare  and  Medicaid  touches  the  lives  of  many  Americans.  Health  care  is  an 
essential  and  important  part  of  an  individuals  overall  quality  of  life.  Keeping 
these  touching  statistics  in  mind,  one  can  realize  the  dramatic  significance  of  these 
programs.  At  a  time  when  these  programs  are  continuing  to  expand,  it  is 
necessary  to  analyze  the  capabilities  of  who  is  responsible  for  oversight  of  these 
programs.  HCFA  is  the  agency  with  this  responsibility  and  who  so  many  people 
are  relying  on.  Adequate  funding  must  remain  in  place  to  support  increasing 
program  growth,  thereby  ensuring  that  HCFA  has  the  appropriate  resources 
available  to  properly  and  effectively  administer  Medicare  and  Medicaid: 
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FUNDING  SUMMARY 


FY  1999  Total  Program  Expenditures  (Current  Law)  '  $338,932,328,000 

Federal  Benefits:  $329,077,988,000 

Medicare  $224,967,0 1 0,000 

Medicaid  $102,276,978,000 

Children's  Health  Insurance  Program  $1,834,000,000 

Federal  Operating  Costs:  2  $9,854,340,000 

State  Agents:  I 

Medicaid  Agencies  $5,639,666,000 

Survey  and  Certification  Agencies  $  1 67,000,000 

Clinical  Laboratory  Surveyors  $43,000,000 

Private  Sector  Agents: 

Intermediaries  and  Carriers  $  1 ,269,700,000 

Health  Care  Fraud  and  Abuse  Control  (HCFAC)  $764,000,000 

Peer  Review  Organizations  $279,44 1 ,000 

Research  Contractors  and  Grantees  $50,000,000 

End-Stage  Renal  Disease  Networks  $  1 4,990,000 

Medicare+Choice  User  Fee  $  1 50,000,000 

Federal  Agencies: 

Social  Security  Administration  $952,000,000 

Health  Care  Financing  Administration  3  $457,784,000 

Other  (Treasury,  OIG,  etc.)  $66,759,000 

HCFA  Full-Time  Equivalents  (FTEs)  4,21 7  FTEs 


'Proposed  legislation  for  benefits  and  administrative  activities-  $487,000,000.  Adjusted 
for  the  effect  of  proposed  legislation,  total  program  expenditures  are  $339,419,328,000. 

2The  funding  for  many  of  the  operating  cost  activities  in  this  table  comes  from  two 
sources  (appropriations  and  proposed  user  fees). 

-Amount  includes  fees  from  sale  of  data  and  the  HMO  user  fee. 
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Health  Care  Fir.r.ncing  Administration 


Putting  HCFA  in  Perspective 


The  Health  Care  Financing  Administration  (HCFA),  a  bureau  of  the  Department  of 
Health  and  Human  Services,  is  the  Federal  agency  responsible  for  oversight  of  Medicare, 
Medicaid,  the  Children's  Health  Insurance  Program,  and  Clinical  Laboratory 
Improvement  Amendments  activities.  HCFA's  programs  serve  over  73  million 
beneficiaries;  primarily  seniors,  long-term  disabled,  low-income  adults,  and  children. 
With  this  large  and  diverse  of  a  group  being  served,  and  estimated  benefit  outlays  of 
$329  billion  in  FY  1999,  it  is  essential  for  the  American  public  that  these  programs 
continue  to  be  a  top  priority  of  th^  Federal  Government. 

In  addition  to  day-to-day  operations,  HCFA  is>  faced  with  several  significant  new  tasks 
over  the  next  few  years  including  implementing  the  Medicare  and  Medicaid  provisions  of 
the  Balanced  Budget  Act  (BBA)  of  1997  (P.L.  105-33),  the  Health  Insurance  Portability 
and  Accountability  Act  (HIPAA)  of  1996  (P.L.  104-91),  the  Children's  Health  Insurance 
Program  (created  by  the  BBA),  and  reducing  the  incidence  of  fraud  and  abuse  in 
Medicare.  Completion  of  these  tasks  will  ensure  that  Medicare  and  Medicaid  are 
effective  and  fiscally  responsible  programs  for  the  future. 

In  the  past,  HCFA  has  been  placed  in  a  very  difficult  position  because  the  agency's 
resources  have  been  straight-lined  (in  constant  dollars)  while  the  scope  and  magnitude  of 
the  programs  it  administers  increased.  This  was  caused  by  the  budget  scoring  rules  which 
totally  separated  mandatory  and  discretionary  spending  with  Medicare  and  Medicaid 
benefit  dollars  being  on  the  mandatory  side  while  the  money  used  to  administer  these 
programs  was  on  the  discretionary  side.  Thus,  while  the  benefit  payments  were  growing, 
the  dollars  available  to  administer  them  were  not.  This  situation  was  further  exacerbated 
by  recent  legislation  designed  to  balance  the  Federal  Budget.  Changes  in  Medicare  are 
instrumental  to  achieving  the  balanced  budget,  but  discretionary  caps  were  not  raised,  so 
adequate  administrative  funding  was  not  available  to  permit  implementation  of  the 
programmatic  changes  required  to  achieve  the  balanced  budget.  These  constraints  have 
limited  HCFA's  ability  to  make  the  necessary  changes  to  foster  excellence  in  the 
programs  it  administers. 

In  this  budget  request,  we  are  addressing  this  situation  in  a  very  effective  way.  We  are 
proposing  user  fees  in  addition  to  appropriated  budget  authority  to  achieve  the  funding 
level  necessary  for  all  of  our  programs.  These  two  pieces  taken  together  comprise  the 
total  Program  Management  request.  Both  parts  are  critical  if  HCFA  is  to  achieve  the 
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funding  level  needed  to  effectively  manage  its  programs  and  implement  recent  legislation. 
Our  total  proposed  law  Program  Management  request  increases  to  $2,137,484,000  due  to 
the  various  implementation  activities  that  must  be  completed,  but  at  the  same  time  our 
Program  Management  appropriation  request  decreases  to  $1,678,000,000. 

User  Fee  Proposals 

As  mentioned  earlier,  concurrently  with  this  budget  submission,  the  Administration  is 
also  submitting  a  package  of  legislative  proposals  for  user  fees.  The  proposed  fees  will 
be  used  to  pay  for  services  rendered  by  HCFA.  Our  assessment  is  that  the  proposed  fees 
would  not  unduly  burden  affected  providers  and  plans.  If  any  of  these  user  fees  are  not 
implemented,  HCFA  will  not  have  sufficient  resources  available  to  maintain  current 
program  responsibilities.  This  fact  needs  to  be  stressed  because  the  dollar  amount  of  the 
budget  authority  included  in  the  requested  appropriation  will  fall  extremely  short  of  the 
suitable  level  needed  to  operate  the  programs.  In  addition  to  the  fact  that  current 
operations  will  be  hampered,  BBA  and  HIPAA  implementation  requiring  resources  will 
also  have  to  be  put  on  hold. 

One  of  the  main  reasons  for  the  proposed  user  fees  is  to  charge  appropriately  those 
providers  who  benefit  financially  from  participation  in  Medicare  and  Medicaid. 
Demanding  changes  have  occurred  in  Medicare  and  Medicaid  and  the  most  efficient  way 
of  handling  these  tasks  without  increasing  our  appropriated  discretionary  budget  authority 
is  through  the  enactment  of  the  suggested  fees.  Submitting  a  budget  that  depends  on 
enactment  of  substantial  user  fees  for  funding  basic  program  needs  reflects  our  plan  and 
commitment  to  work  collaboratively  with  Congressional  committees.  We  have  also 
recognized  the  differing  roles  and  jurisdictions  of  the  committees.  Therefore,  we  are 
seeking  authorization  to  collect  the  user  fees  through  the  authorizing  committees  and  the 
approval  to  spend  them  through  the  appropriation  committees. 
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Existing  Program  Responsibilities 

HCFA's  Beneficiary-Support  Network  - 1999 


As  the  largest  health  care  purchaser  in  the  world,  HCFA  has  an  ever-increasing  workload 
because  of  the  simple  fact  that  our  existing  programs  continue  to  expand.  These  are 
examples  of  some  of  HCFA's  day-to-day  operations  that  maintain  a  steady  growth  rate 
without  the  influence  of  program  changes: 

►  22,000  employees,  working  for  69  private  sector  contractors,  will  pay  almost 
1  billion  Medicare  claims  and  ensure  the  accuracy  of  the  payments. 

►  34,000  employees  working  for  State  agents  will  pay  over  1  billion  Medicaid 
benefit  claims  and  process  eligibility  clai  "3. 
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►  Skilled  nursing  facilities,  nursing  facilities,  and  home  health  agencies  will  be 
surveyed  by  6,000  State  employees  for  quality  and  safety  standards. 

►  Research  and  demonstration  projects  will  be  conducted  through  private  sector 
agents  to  improve  important  aspects  of  health  care. 

►  Critical  support  functions  necessary  for  program  administration,  such  as  providing 
Congress,  beneficiaries,  and  the  public  with  requested  information,  assisting  the 
States  with  Medicaid  issues,  writing  regulations,  developing  Medicare  payment 
policies,  providing  actuarial  estimates  for  the  Medicare  trust  funds,  etc.,  will  be 
performed  by  4,217  Federal  staff. 


Program  Management 

Entitlement  Program  Grows  as  Program  Management  Budget  Shrinks 
($  in  Millions) 


200,000 
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NEW  PROGRAM  RESPONSIBILITIES 
Program  Integrity 

Preventing  fraud  and  abuse  will  remain  one  of  HCFA's  top  priorities.  The  Nation's 
health  programs  cannot  be  seen  as  a  place  where  criminals  can  take  unfair  advantage  of 
the  system.  HCFA's  goal  is  to  prevent  fraud  and  abuse  before  it  occurs  and  to  work  in 
collaboration  with  the  Office  of  Inspector  General,  the  Office  of  the  Attorney  General, 
the  Department  of  Justice,  the  States,  and  others  to  prosecute  offenders  swiftly  and 
judiciously.  Reducing  health  care  fraud  and  abuse  is  a  key  component  to  helping  ensure 
that  the  Federal  Budget  is  balanced  by  the  end  of  the  decade. 

The  Health  Care  Fraud  and  Abuse  Control  (HCFAC)  account,  established  under 
section  201  of  the  Health  Insurance  Portability  and  Accountability  Act  of  1996,  provides 
a  steady  stream  of  funding  for  anti-fraud  and  abuse  activities.  As  this  funding  stream 
increases,  more  oversight  responsibilities  are  placed  upon  HCFA.  Administrative 
program  support  costs  such  as  payroll,  travel,  and  training  will  continue  to  increase  as  a 
result  of  these  required  anti- fraud  and  abuse  activities.  It  is  critical  for  HCFA  to  have 
adequate  control  over  these  activities,  to  ensure  that  the  planned  results  of  this  integrity 
program  can  be  achieved. 

The  BBA  includes  a  number  of  tangible  program  improvements  that  will  help  HCFA 
promote  efficiency  and  quality  while  discouraging  fraud  and  waste.  These  include: 
competitive  bidding  for  Part  B  services  and  competitive  pricing  demonstrations  for 
managed  care;  more  flexibility  in  contracting;  prospective  payment  for  nursing  homes, 
outpatient  departments,  rehabilitation  hospitals  and  home  health  agencies;  and,  payment 
reforms  for  managed  care.  These  important  initiatives  will  most  likely  establish 
benchmarks  for  the  entire  health  insurance  industry. 

BBA  and  HIPAA  Implementation 

The  BBA  contains  the  most  sweeping  changes  to  the  Medicare  and  Medicaid  programs 
since  their  enactment  in  1965.  BBA  expands  choices  for  Medicare  beneficiaries  through 
the  Medicare+Choice  program  and  provides  a  way  for  HCFA  to  create  and  implement 
superior  ways  to  help  beneficiaries  become  better  informed  of  these  new  choices. 
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The  BBA  also  enacted  a  major  new  health  insurance  program  for  children  entitled  "The 
Children's  Health  Insurance  Program."  Implemented  as  title  XXI  of  the  Social  Security 
Act,  this  program  was  created  in  response  to  a  pressing  social  need:  in  the  United  States 
today,  one  out  of  every  seven  children  is  without  health  insurance,  and  most  of  these 
children  belong  to  hard-working  families.  Title  XXI  will  provide  health  insurance, 
preventive  health  care,  and  other  important  health  services  to  children  in  need  through 
State-based  programs  developed  cooperatively  by  the  States  and  Federal  Government. 
The  new  State  Children's  Health  Insurance  Program  represents  an  important  step  forward 
in  meeting  the  health  needs  of  the  Nation's  children,  and  is  an  important  new 
responsibility  for  this  agency,  requiring  sufficient  resources  to  be  effectively 
implemented. 

In  1996,  the  Health  Insurance  Portability  and  Accountability  Act  was  enacted.  This 
sweeping  legislation  not  only  improves  the  portability  and  continuity  of  health  insurance 
coverage  for  individuals  and  groups,  but  is  also  directed  at  combating  fraud  and  abuse  in 
the  health  care  market,  improving  access  to  long-term  care  services,  and  simplifying  the 
administration  of  health  insurance.  All  of  these  activities  directly  impact  HCFA's  work 
as  a  beneficiary-centered  purchaser  of  health  care  services.  In  particular,  the  health 
insurance  coverage  provisions  are  placing  an  ever-increasing  burden  on  the  agency. 
States  have  the  primary  enforcement  responsibility  for  group  and  individual  requirements 
imposed  n  health  insurance  issuers.  However,  in  States  which  fail  to  significantly 
enforce  the  insurance  reform  requirements  of  HIPAA,  the  responsibility  for  enforcement 
defaults  to  HCFA.  As  of  December  1997,  5  States  have  failed  to  enact  the  reform 
provisions  of  HIPAA  in  their  entirety.  Therefore,  HCFA  is  required  by  statute  to  take 
over  direct  enforcement.  This  requires  labor-intensive  work  and  puts  extreme  pressure  on 
the  limited  resources  currently  available.  In  addition,  there  will  certainly  be  other  States 
that  will  require  direct  HCFA  intervention  to  a  lessor  extent,  due  to  a  States  enforcement 
of  some  but  not  all  HIPAA  insurance  reform  provisions. 

HCFA's  FY  1999  request  provides  support  for  4,217  FTEs.  Roughly  1,453  FTEs  will 
work  in  10  cities  across  the  country  and  approximately  2,764  FTEs  will  work  in  the 
Baltimore,  Maryland,  and  the  Washington,  D.C.  area.  This  FTE  request  includes  the 
level  needed  to  sustain  HCFA's  current  level  of  operations  as  well  as  satisfy  new  HIPAA 
and  BBA-related  demands. 
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The  Medicare  Contractor  budget  activity  will  flind  HIPAA's  administrative  simplification 
initiative  at  $23,200,000.  The  Federal  Administration  activity  will  fund  FTEs 
($5.0  million),  contracts  ($10.0  million)  and  travel  ($500,000)  needed  to  fulfill  Federal 
responsibilities  for  State  enforcement. 

The  Federal  Administration  activity  will  fund  BBA's  FTEs  ($9.8  million),  Children's 
Health  Insurance  Program  ($10.1  million),  itemized  statements  ($5.6  million),  and 
certification  of  managed  care  plans  ($5.0  million). 

The  survival  of  the  programs  HCFA  administers  depends  on  having  the  necessary  human 
and  financial  resources  in  place  to        out  the  objectives  of  these  legislative  pacL.j  .j. 
The  requested  level  of  FTEs  is  necessary  to  succeed  in  our  implementation  efforts. 

Information  Technology 

The  Information  Technology  Management  Reform  Act  (ITMRA)  requires  the  agency  to 
establish  a  financial  management  investment  board.  The  Board  analyzes  potential 
information  technology  (IT)  projects  and  focuses  on  the  value  that  HCFA  and  the 
American  people  will  receive  if  an  investment  is  made  in  a  particular  project. 
Minimizing  risks  associated  with  the  investment  is  also  a  key  factor  HCFA  considers  in 
making  investment  decisions  on  IT  projects.  This  type  of  analysis  will  confnue  to  help 
the  agency  choose  only  prudent  and  value-added  IT  investments. 

Of  course,  HCFA's  most  important  information  technology  concern  is  millennium 
compliance.  All  future  systems  upgrades  and  restructuring  depend  on  HCFA's  assurance 
of  being  Year  2000  compliant  in  a  sufficient  amount  of  time  before  the  turn  of  the  next 
century.  At  the  same  time,  HCFA  has  to  focus  on  upgrading  systems  to  meet  challenges 
resulting  from  the  BBA  and  the  changing  health  care  industry.  The  renovation  of 
HCFA's  managed  care  system,  improvement  of  our  financial  systems  (necessary  to 
achieve  compliance  with  the  Chief  Financial  Officers  Act),  and  the  transition  to  single 
systems  for  Medicare  Part  A,  Part  B  and  durable  medical  equipment  claims  remain 
HCFA's  top  information  technology  projects.  HCFA  is  currently  developing  a  capital 
asset  plan  which  will  cover  all  major  IT  projects. 

Managed  care  systems  modifications  will  continue  to  be  a  priority  due  to  certain  BBA 
provisions  and  because  of  the  rapidly  increasing  number  and  volume  of  managed  care 
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plan  payments.  Increased  enrollment  and  new  payment  methodologies  make  these 
modifications  more  essential  than  ever  before.  Without  the  necessary  upgrades,  HCFA 
will  be  unable  to  handle  the  requirements  of  the  new  Medicare+Choice  plans  and  will 
have  problems  determining  correct  payment  amounts  for  existing  managed  care  plans. 

Millennium 

HCFA  is  actively  pursuing  every  avenue  possible  to  have  all  computer  systems 
Year  2000  compliant  at  the  earliest  possible  date.  Not  only  is  it  important  for  HCFA's 
internal  systems  to  be  compliant,  it  is  also  essential  for  external  computer  systems  that  we 
interlace  with  to  be  Year  2000  compliant.  The  FY  1999  Program  Management  request 
includes  $15  million  for  internal  systems  costs  and  $25  million  for  external  costs.  It  is 
important  to  note  that  we  will  analyze  and  revise  these  expenditures  as  necessary.  HCFA 
will  continue  to  tighten  control  to  ensure  end-to-end  contractor  millennium  compliance. 
In  addition,  we  will  continue  to  increase  our  monitoring  of  the  Medicare  contractors' 
activities  by  signing  contracts  with  experts  for  software  testing  and  independent 
verification  and  validation. 

Additionally,  the  FY  1999  Medicaid  request  includes  $30  million  for  millennium 
compliance  activities. 

Improving  the  Quality  of  Care 

Another  integral  function  of  HCFA  is  to  ensure  that  the  care  people  receive  is  both 
necessary  and  of  top  quality.  Strict  standards  are  in  place  and  it  is  important  that  plans 
and  providers  are  monitored  to  ensure  that  they  are  delivering  the  quality  of  care  that  is 
deemed  appropriate.  Two  programs  help  to  see  that  quality  standards  are  met,  the  Survey 
and  Certification  program,  and  the  Peer  Review  Organizations  (PRO)  program. 

HCFA  contracts  with  a  Peer  Review  Organization  in  each  State  to  promote  the  quality, 
efficiency  and  effectiveness  of  care  provided  to  Medicare  beneficiaries.  The  PROs 
accomplish  this  by  conducting  national,  local,  and  multi-State  cooperative  projects  with 
health  care  providers  and  Medicare  beneficiaries. 

The  State  Survey  and  Certification  program  ensures  that  providers  meet  Federal  quality 
standards,  as  well  as  health  and  safety  standards.  Surveyed  providers  include  hospitals, 
nursing  homes,  home  health  agencies  (HHAs),  end-stage  renal  disease  (ESRD)  facilities, 
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hospices,  and  every  other  entity  that  serves  Medicare  and  Medicaid  beneficiaries. 
Inadequate  resources  in  light  of  the  growing  number  of  facilities  needing  certification 
would  jeopardize  HCFA's  ability  to  survey  some  entities  on  an  annual  basis  as  required 
by  law.  For  this  reason,  the  State  Survey  and  Certification  program  is  one  of  the  HCFA 
programs  that  needs  to  be  supplemented  with  user  fees. 

As  part  of  our  research  program,  we  plan  to  increase  program  evaluation  activities  to 
monitor  our  performance  as  a  beneficiary-centered  purchaser  of  care.  This  goal  will 
involve  large  extramural  efforts  to  assess  how  HCFA  programs  and  the  overall  health 
system  are  performing  in  terms  of  quality  and  access  to  health  care.  Program  evaluation 
activities  include  measuring  the  effects  of  preventive  and  screening  services  covered  by 
Medicare  on  health  status  and  program  payments,  including  new  services  that  may  be 
covered. 

Increasing  the  Level  of  Customer  Service 

HCFA  strives  to  provide  excellent  customer  service  and  a  significant  majority  of 
beneficiaries  have  reported  that  the  service  they  received  was  fully  satisfactory.  To 
accomplish  this  goal  we  have  launched  numerous  customer  service  projects.  One  toll- 
free  telephone  line  that  beneficiaries  can  call  with  any  type  of  question  concerning 
Medicare  is  in  the  development  stage  and  should  be  available  soon.  HCFA  will  also 
publish  Your  Medicare  Handbook  to  ensure  that  beneficiaries  have  access  to  current  and 
accurate  Medicare  information. 

Comparison  data  on  Medicare+Choice  plans,  as  required  by  BBA,  will  also  be  mailed  to 
all  beneficiaries.  In  addition  to  the  mailings,  this  information  will  be  distributed  via  the 
Internet  and  through  local  beneficiary  centers.  HCFA  believes  that  more  informed 
beneficiaries  will  be  able  to  make  more  informed  decisions  concerning  their  health  care. 

GPRA 

The  first  Annual  Performance  Plan  for  HCFA  (found  in  Section  V)  has  been  prepared 
according  to  the  requirements  of  the  Government  Performance  and  Results  Act.  It 
complements  and  supports  HCFA's  FY  1999  Budget  request.  It  also  builds  on  HCFA's 
Strategic  Plan,  and  is  consistent  with  the  Strategic  Plan  of  the  Department  of  Health  and 
Human  Services. 
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HCFA's  performance  measurement  philosophy  is  based  on  two  principles:  (1)  The  most 
important  things  to  measure  relate  to  ensuring  that  Medicare  and  Medicaid  beneficiaries 
receive  the  high-quality  care  they  need;  and,  (2)  HCFA  will  pursue  measures  that  are 
representative  of  program  performance.  HCFA  has  focused  on  identifying  a  set  of 
significant,  meaningful  performance  goals  that  speak  to  both  fundamental  program 
purposes,  but  also  incorporate  key  output  measures  related  to  program  administration. 

HCFA's  first  annual  performance  report,  which  will  be  issued  in  March  2000,  will  assess 
the  agency's  actual  performance  compared  to  the  goals  set  in  the  performance  plan.  This 
report  also  gives  HCFA  an  opportunity  to  explain  any  deviations  from  its  goals  or 
problems  and  how  the  agency  will  address  them.  HCFA  believes  adequate  data 
measurement  systems  are  in  place  and  does  not  anticipate  significant  problems  in 
complying  with  Results  Act  requirements. 

Medicare  and  Medicaid  for  the  Future 

As  the  Nation's  "baby  boomers"  age  and  the  average  life  expectancy  increases,  the 
Medicare  program  is  going  to  continue  to  grow  at  an  ever  more  rapid  pace.  HCFA  must 
effectively  handle  the  challenges  that  currently  confront  the  program  so  that  we  can  be 
equipped  for  these  future  pressures.  Most  would  agree  that  based  on  the  sheer  size, 
growth,  and  landmark  changes  that  continue  in  the  Medicare  and  Medicaid  programs, 
HCFA's  performance  has  been  a  success  story,  up  to  a  point.  HCFA's  past  budget 
history  shows  we  have  been  making  tough  decisions  and  performing  as  effective 
managers.  With  the  enactment  of  the  proposed  user  fees,  the  FY  1999  request  represents 
HCFA's  good  conscience  attempt  to  present  a  budget  request  as  small  as  possible  that 
continues  the  basic  services  HCFA  exists  to  provide  while  funding  the  operational 
changes  necessary  for  the  continued  provision  of  those  services  in  the  future. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HEALTH  CARE  FINANCING  ADMINISTRATION 
FY  1999  Appropriations  Request 

Amount 

Grants  to  States  for  Medicaid  $102,394,422,000 

Payments  to  the  Health  Care  Trust  Funds  $62,953,000,000 

Program  Management  $  1 ,678,000,000 

Health  Maintenance  Organization 
Loan  and  Loan  Guarantee  Fund 
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Summary  of  Changes  from  FY  1998  Appropriation  to  FY  1999  Estimate 

Dollars  in  Millions 


FY  1998  Appropriation  $1,743.1 

Changes  within  the  baseline: 

Pay  raise  and  personnel  compensation  1 8.4 

Rent,  communications,  utilities  4.6 

Medicare  contractors  95.7 

Survey  and  certification  1 3 .0 

Other  object  classes  37.7 

New  work  above  the  baseline: 

GSA  mortgage  bill  9.6 

HIPAA  (Additional  FTEs)  5.0 

BBA  of  1997  (Additional  FTEs)  10.9 

Contracts  4.6 

Subtotal  $1,942.5 

FY  1999  Proposed  User  Fees  $264.5 

FY  1999  Appropriation  $1,678.0 
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Appropriation  Language 

For  carrying  out,  except  as  otherwise  provided,  titles  XI,  XVIII.  XIX,  and  XXI  of  the 
Social  Security  Act,  titles  XIII  and  XXVII  of  the  Public  Health  Service  Act,  and  the 
Clinical  Laboratory  Improvement  Amendments  of  1988,  not  to  exceed  [$1,743,066,000] 
$1,678,000,000  to  be  transferred  from  the  Federal  Hospital  Insurance  and  the  Federal 
Supplementary  Medical  Insurance  Trust  Funds,  as  authorized  by  section  201(g)  of  the 
Social  Security  Act;  together  wiin  all  funds  collected  in  accordance  with  section  353  of 
the  Public  Health  Service  Act  and  such  sums  as  may  be  collected  from  authorized  user 
fees  and  the  sale  of  data,  which  shall  remain  available  until  expended,  and  together  with 
administrative  fees  collected  relative  to  Medicare  overpayment  recovery  activities,  which 
shall  be  transferred  to  the  Health  Care  Fraud  and  Abuse  Control  (HCFAC)  account  and 
shall  remain  available  until  expended:  Provided,  That  all  funds  derived  in  accordance 
with  31  U.S.C.  9701  from  organizations  established  under  title  XIII  of  the  Public  Health 
Service  Act  shall  be  credited  to  and  available  for  earn  ing  out  the  purposes  of  this 
appropriation:  [Provided further.  That  $900,000  shall  be  for  carrying  out  section  402  I  of 
Public  Law  105-33:  Provided  further.  That  in  carrying  out  its  legislative  mandate,  the 
National  Bipartisan  Commission  on  the  Future  of  Medicare  shall  examine  the  impact  of 
increased  investments  in  health  research  on  future  Medicare  costs,  and  the  potential  for 
coordinating  Medicare  with  cost-effective  long-term  care  sen.  ices:  |  Provided Jwther. 
That  [$40,000,000]  $45,000,000  appropriated  under  this  heading  for  the  transition  to  a 
single  Part  A  and  Part  B  processing  system  shall  remain  available  until  expended: 
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Appropriation  Language 

[Provided further,  That  funds  appropriated  under  this  heading  may  be  obligated  to 
increase  Medicare  provider  audits  and  implement  the  Department's  corrective  action  plan 
to  the  Chief  Financial  Officer's  audit  of  the  Health  Care  Financing  Administration's 
oversight  of  Medicare:]  Provided  further.  That  the  Secretary  of  Health  and  Human 
Services  is  directed  to  collect,  in  aggregate,  [$95,000,000]  $150,000,000 
in  fees  in  fiscal  year  [1998]  1999  trom  Medicare+Choice  organizations  pursuant  to 
section  1857(e)(2)  of  the  Social  Security  Act  and  from  eligible  organizations  with  risk- 
sharing  contracts  under  section  1876  of  that  Act  pursuant  to  section  1876(k)(4)(D)  of  that 
Act.  (Department  of  Health  and  Human  Services  Appropriations  Act.  1998.) 
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Language  Analysis 
 Explanation 


Language  Provision 


For  carrying  out,  except  as  otherwise 
provided,  titles  XI,  XVIII,  XIX,  and  XXI 
of  the  Social  Security  Act,  titles  XIII  and 
XXVII  of  the  Public  Health  Service  Act, 
and  the  Clinical  Laboratory  Improvement 
Am?r..4.ments  of  1988,  not  to  e™cd 
$1,678,000,000  to  be  transferred  from  the 
Federal  Hospital  Insurance  and  the  Federal 
Supplementary  Medical  Insurance  Trust 
Funds,  as  authorized  by  section  201(g)  of 
the  Social  Security  Act; 

together  with  all  funds  collected  in 
accordance  with  section  353  of  the  Public 
Health  Service  Act  and  such  sums  as  may 
be  collected  from  authorized  user  fees  and 
the  sale  of  data,  which  shall  remain 
available  until  expended, 


and  together  with  administrative  fees 
collected  relative  to  Medicare  overpayment 
recovery  activities,  which  shall  be 
transferred  to  the  Health  Care  Fraud  and 
Abuse  Control  (HCFAC)  account  and  shall 
remain  available  until  expended: 


Provides  ?.  one-year  appropriation  from  the 
HI  and  SMI  Trust  funds  for  the 
administration  of  the  Medicare.  Medicaid, 
and  State  Children's  Health  Insurance 
programs.  The  HI  Trust  Fund  will  be 
reimbursed  for  the  Federal  Funds 
allocation  of  these  costs  through  an 
appropriation  in  the  Payments  to  the  Health 
Care  Trust  Funds  account. 


Proviues  total  funding  for  the  Clinical 
Laboratory  Improvement  Amendments 
program,  which  is  funded  solely  from  user 
fees  collected.  These  collections  are 
available  to  be  carried  over  from  year  to 
year. 

Authorizes  the  collection  of  HMO  User 
Fees,  other  authorized  user  fees,  and  fees 
for  the  sale  of  data.  These  collections  are 
available  to  be  carried  over  from  year  to 

year. 

Authorizes  the  collection  of  fees  if  a 
provider  requests  a  second  audit  of  an 
overpayment  amount  determination, 
transfers  the  fees  to  the  HCFAC  account, 
and  makes  these  collections  available  to  be 
carried  over  from  year  to  year. 
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Language  Provision 


Language  Analysis 

Explanation 


Provided,  That  all  funds  derived  in 
accordance  with  31  U.S.C.  9701  from 
organizations  established  under  title  XIiI 
of  the  Public  Health  Service  Act  shall  be 
credited  to  and  available  for  carrying  out 
the  purposes  of  this  appropriation: 

Provider  further,  That  $45,000,000 
appropriated  under  this  heading  for  the 
transition  to  a  single  Part  A  and  Part  B 
processing  system  shall  remain  available 
until  expended: 

Provided  further,  That  the  Secretary  of 
Health  and  Human  Services  is  directed  to 
collect,  in  aggregate,  $150,000,000 
in  fees  in  fiscal  year  1999  from 
Medicare+Choice  organizations  pursuant 
to  section  1857(e)(2)  of  the  Social 
Security  Act  and  from  eligible 
organizations  with  risk-sharing  contracts 
under  section  1 876  of  that  Act  pursuant 
to  section  1876(k)(4)(D)  of  that  Act. 


Authorizes  the  crediting  of  HMO  user  fee 
collections  to  the  Program  Management 
account. 


Authorizes  $45,000,000  of  this  one-year 
appropriation  to  be  carried  over  from  year  to 
year  for  the  transition  to  a  single  Part  A  and 
Part  B  processing  system. 


Authorizes  the  collection  of  fees  from 
Medicare+Choice  organizations  for  costs 
related  to  enrollment,  dissemination  of 
information,  and  certain  counseling  and 
assistance  programs. 
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Program  Management  Summary  Table 


FY  199? 
Appropriation 

FY  1998 
Appropriation 

FY  1999 
Estimate 

Increase 
or 

Decrease 

Medicare  Contractors 
Appropriation 
Proposed  User  Fees 
Subtotal 

$1,197,569,000 
$1,197,569,000 

$1,174,000,000 
SI.  174,000.000 

$1,104,200,000 
$165  S00,000 
$1,269,700,000 

-$69,800,000 
+$165,500,000 
+$95,700,000 

Survey  &  Certification 
Appropriation 
Proposed  User  Fees 
Subtotal 

$158,000,000 
$158,000,000 

$154,000,000 
$154,000,000 

$104,700,000 
$62,300,000 
$167,000,000 

-$49,300,000 
+$62,300,000 
+$13,000,000 

Research 

Appropriation 
Proposed  User  Fees 
Subtotal 

$44,000,000 
$44,000,000 

$50,000,000 
$50,000,000 

$50,000,000 
$50,000,000 

... 

Federal  Administration 

Appropriation 
Proposed  User  Fees 
Subtotal 

$334,872,000 
$334,872,000 

$365,066,000 
$365,000,000 

$419,100,000 
$36,700,000 
$455,800,000 

$54,034,000 
$36,700  000 
S90. 734.000 

Program  Management 

Appropriation 
Proposed  User  Fees 
Subtotal 

$1,734,441,000 
$1,734,441,000 

$1,743,066,000 
$1,743,066,000 

S  1.678.000,000 
S264. 500.000 
SI. 942. 500.000 

-$65,066,000 
-$264,500,000 
-$199,434,000 

Current  Law  User  Fees 

$44,932,000 

$139,934,000 

SI  94,984,000 

-$50,050 

Total  Program  Level 
Current  Law 
Proposed  Law 

$1,779,373,000 
$1,779,373,000 

$1,883,000,000 
$1,883,000,000 

SI, 872.984,000 
S2. 137.484.000 

-$10,016,000 
-$254,484,000 

Full-Time  Equivalent  (FTE) 
Employment 

3.979 

4.002 

4.217 

.-215 
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User  Fee  Financing 


Financing  HCFA's  Program  Level  via  Appropriation  and  User  Fees 

HCFA  is  well  aware  of  the  very  limited  amount  of  discretionary  budget  authority 
available  and  has  been  operating  under  a  discretionary  program  management  budget  that 
has  actually  declined  more  than  10  percent  in  constant  doilars  over  the  last  four  years. 
However,  the  passage  of  significant  new  legislation  has  made  it  impossible  for  us  to 
continue  in  this  manner.  The  Balanced  Budget  Act  and  the  Health  Insurance  Portability 
and  Accountability  Act  were  historic  achievements  that  must  be  implemented,  and 
implementation  requires  discretionary  spending.  Given  the  current  difficult  budget 
environment,  HCFA  is  proposing  a  number  of  user  fees  as  an  alternative  method  of 
financing  the  agency's  critical  functions.  The  legislation  to  authorize  these  fees  will  be 
submitted  to  the  Congress. 

The  resources  received  from  these  user  fees  will  reduce  the  need  for  appropriated 
resources.  This  user  fee  package,  combined  with  the  requested  appropriation,  will  result 
in  the  program  level  needed  for  effective  program  operations.  The  fees  are  being 
proposed  to  pay  the  costs  of  activities  currently  being  funded  out  of  the  HCFA 
appropriation  in  order  to  free  up  discretionary  budget  authority  needed  to  implement 
recently  enacted  legislation  (i.e.  BBA,  HIPAA).  The  user  fee  proposals  and  the 
associated  dollars  are  as  follows: 

Medicare  Contractor  User  Fees 

Charge  physicians,  other  providers  and  suppliers  an  enrollment  registration  fee  to 
enter  the  fee-for-service  Medicare  program.  ($20,000,000) 

There  are  a  number  of  activities  undertaken  by  HCFA  which  facilitate  the  entry  of 
providers  and  suppliers  into  the  fee-for-service  Medicare  program.  Among  these 
activities  are:  processing  and  issuance  of  provider  numbers;  background  checks  of  owners 
and  managing  employees  to  determine  if  they  are  sanctioned,  debarred,  or  otherwise 
problematic;  verification  of  licensing;  and  examination  of  reassignment  of  benefit 
arrangements  to  verify  compliance  with  laws  and  regulations.  Currently,  all  of  these 
activities  are  funded  from  HCFA's  program  management  appropriation. 
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The  proposed  fee  for  initial  enrollment  of  $100,  and  $25  for  renewals,  is  small  and  would 
not  impose  a  burden  on  physicians,  other  providers  and  suppliers.  Nor  would  service  or 
access  for  beneficiaries  be  affected.  Any  fees  collected  would  be  credited  to  HCFA's 
program  management  appropriation. 

Charge  providers  $1.00  for  processing  a  paper  claim.  ($110,000,000) 

The  higher  costs  of  processing  paper  claims  are  absorbed  by  HCFA  through  funding 
provided  to  Medicare  contractors  for  processing  Medicare  claims.  These  additional  costs 
are  due  to  the  extensive  manual  intervention  involved  with  paper  claims  (i.e..  mailroom 
handling,  microfilming,  etc.).  All  organizations  will  be  subject  to  the  user  fee.  thereby 
encouraging  the  more  cost-effective  electronic  claims  submission.  The  fee  could  be 
waived  for  providers  in  rural  areas  or  those  without  significant  Medicare  claims  volume. 
The  fees  HCFA  receives  would  be  credited  to  the  agency's  program  management 
appropriation. 

Charge  providers  who  forward  duplicate  or  unprocessable  claims  $1.00  per  claim. 
($35,500,000) 

Providers  who  submit  duplicate  claims  or  claims  with  inaccurate  or  insufficient 
information  are  imposing  an  unnecessary  workload  on  the  cl°;rns  processing  system.  In 
many  cases  providers  submit  duplicate  claims  because  they  become  impatient  waiting  for 
payment. 

HCFA  and  its  contractors  go  to  great  lengths  to  ensure  providers  are  aware  of  billing 
requirements  and  the  need  to  submit  accurate  claims.  Charging  a  fee  would  heighten 
provider  awareness  of  these  issues  and  deter  this  type  of  action.  The  fees  received  from 
this  activity  would  be  credited  to  HCFA's  program  management  appropriation. 

Federal  Administration  User  Fee 

Collection  of  fees  from  managed  care  plans  filing  initial  applications  and  to  renew 
contracts.  ($36,700,000) 

Currently,  HCFA's  administrative  funds  support  the  processing  of  initial  Medicare 
managed  care  applications,  annual  renewal  of  contracts,  and  the  monitoring  of  managed 
care  plans.  Reviewing  a  managed  care  organization's  (MCO)  application,  and  its  ongoing 
operations,  is  a  very  extensive  process.  Ensuring  they  meet  the  requirements  to  become  a 
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Medicare  MCO  is  essential  in  determining  that  the  organizations  are  in  compliance  prior 
to  treatment  of  beneficiaries.  Having  to  pay  for  filing  an  application  should  deter 
unqualified  organizations  from  trying  to  obtain  a  Medicare  contract.  The  fees  received 
from  this  activity  would  be  credited  to  HCFA's  program  management  appropriation. 

State  Survey  and  Certification  User  Fee 

Collect  a  fee  from  entities  requesting  participation  in  Medicare  for  the  initial  survey 
and  for  recertification.  ($62,300,000) 

The  fee  for  initial  certification  would  cover  100  percent  of  HCFA's  costs  and  would 
result  in  $10  million  being  collected.  The  fee  for  recertification  would  cover  one-third  of 
HCFA's  costs  and  $52.3  million  would  be  collected. 

In  order  to  participate  in  the  Medicare  program,  entities  must  demonstrate  that  they 
comply  with  Federal  health  and  safety  standards.  States  survey  providers  and  certify  their 
compliance  on  HCFA's  behalf  based  on  section  1864  of  the  Social  Security  Act.  The  Act 
further  specifies  that  HCFA  pay  the  States'  reasonable  costs  for  conducting  these  surveys. 
However,  the  Act  also  prohibits  HCFA  from  imposing  (or  mandating  that  the  States 
impose)  fees  on  providers  or  suppliers  for  this  purpose. 

Currently,  Congress  appropriates  funds  to  pay  the  States'  cost  of  the  Federally-required 
surveys  and  certifications.  Under  this  proposal  HCFA  would  establish  fee  amounts  that 
reflect  the  unit  cost  of  a  survey  and  the  appropriate  and  reasonable  costs  incurred  by  State 
survey  agencies  for  fee  collection  and  associated  activities.  For  an  initial  survey,  the  full 
cost  would  be  charged.  For  recertification  surveys,  one-third  of  the  cost  would  be 
charged.  The  funding  provided  via  this  user  fee  would  allow  a  greater  number  of 
providers  to  enter  the  Medicare  program  since  there  would  be  no  program  funding 
limitation.  This  will  improve  beneficiary  access  to,  and  choice  of.  providers.  The  fees 
received  from  this  activity  would  be  credited  to  HCFA's  program  management 
appropriation. 

The  above  fees  provide  a  useful  and  rational  approach  to  financing  HCFA's  growing  need 
for  resources  to  effectively  oversee  its  ever  expanding  programs.  These  fees,  totaling 
$264.5  million  are  reasonable,  and  avoid  the  need  for  funding  all  of  HCFA's 
programmatic  resource  needs  via  appropriation. 
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Proposed  Legislation  Summary 


Program  Management 

►  Health  Care  Purchasing  Cooperatives  -  The  President's  plan  proposes  insurance 
reforms  to  help  make  health  coverage  more  accessible,  portable,  and  affordable.  A 
small  State  grant  program,  $20.0  million  will  be  established  to  accelerate  the 
development  of  health  insurance  purchasing  cooperatives.  Such  cooperatives  can 
successfully  reduce  coct<=  °nd  increase  choice  for  small  businesses  by  allowing 
them  to  pool  their  employees. 

►  Cancer  Clinical  Trials  -  The  President's  budget  would  establish  a  three-year 
demonstration  program,  specifically  for  Medicare  beneficiaries,  to  cover  the 
patient  care  costs  for  those  who  participate  in  NIH-sponsored  cancer  clinical 
trials.  The  demonstration  would  be  administered  by  1 1CFA.  but  would  be  funded 
by  $750  million  (over  three  years)  in  receipts  from  tobacco  legislation  and  would 
not  affect  the  financial  condition  of  the  HI  and  SMI  trust  funds.  The  proposal 
includes  a  review  and  evaluation  of  the  demonstration  by  the  Secretary  of  Health 
&  Human  Services,  in  consultation  with  the  Institute  of  Medicine's  National 
Cancer  Policy  Board,  to  consider  whether  to  extend  andyor  expand  the 
demonstration,  no  later  than  30  months  after  enactment. 

Repeal  of  Balanced  Budget  Act  Provisions 

►  Repeal  the  provision  requiring  a  notice  to  the  beneficiary  for  each  interaction  with 
a  provider. 

*        Repeal  the  provision  requiring  the  establishment  of  regional  carriers  to  process 
laboratory  claims. 

►  Repeal  the  statutory  requirement  to  provide  toll  free  lines  for  participating 
physicians  for  automated  submission  of  claims. 
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Children's  Health  Insurance  Program  (CHIP) 

*■        Increase  Allotments  for  the  Territories 

CHIP  funding  would  be  increased  by  a  total  of  $153  million  over  five  years  and 
$281  million  over  ten  years,  to  be  distributed  among  Puerto  Rico,  the  Virgin 
Islands,  Guam,  American  Samoa,  and  the  Northern  Mariana  Islands,  in  the  same 
proportion  as  their  current  CHIP  allotments.  The  administration  had  originally 
proposed  a  set-aside  of  1.5  percent  of  CHIP  funds  for  the  Territories,  which  is  the 
approach  taken  for  Territorial  funding  in  the  mental  health  Services  Block  Grant 
and  is  also  consistent  witn  their  proportion  of  the  U.S.  population.  However,  the 
Balanced  Budget  Act  (BBA)  reduced  the  territorial  set-aside  to  only  0.25  percent 
of  total  CHIP  funds.  This  amount  is  not  only  inadequate  to  meet  the  serious  health 
needs  of  the  many  targeted  low-income  children  in  the  Territories,  but  constitutes 
inequitable  treatment  of  them  compared  with  other  U.S.  citizen  children  in  the 
States  who  have  access  to  more  generously  funded  CHIP  services.  In  his  BBA 
statement,  the  President  pledged  to  work  with  Congress  to  provide  more  equitable 
funding  for  children's  health  care  in  the  insular  areas.  This  proposal  would 
provide  the  territories  with  the  additional  funding  for  which  the  President  promised 
to  work. 
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Medicare  Contractors 


Authorizing  Legislation  -  Social  Security  Act,  Title  XVIII,  Sections  1816  and  1842, 
42  U.S.C.  1395. 


Medicare  Contractor  Summary  Table 


Increase 

FY  1997 
Appropdatioa 

FY  1998 
Appropriatfon 

FY  1999 
Estimate 

or 

Decrease 

Total  Program  Level 
Less:  Proposed  User  Fees 

$1,207,200,000 

$1,174,000,000 

$1,269,700,000 
-$165,500,000 

+$95,700,000 
-$165,500,000 

Appropriation  /  BA 
(Program  Management) 

$1,207,200,000 

$1,174,000,000 

$1,104,200,000 

-$69,800,000 

Contractor  Full-Time 
Equivalent  (FTE)  Employment 

15,300 

15,000 

15,000 

Facts  in  Brief 

>  Maintain  contracting  agreements  with  69  separate  Medicare  contractors  who 
provide  employment  for  15,000  private  sector  employees  performing  claims 
processing  activities,  and  7. 000  private  sector  employees  performing  payment 
safeguards  activities; 

>  Payment  of fee-for-service  health  care  bills  on  behalf  of  over  32  million 
Americans,  to  over  783,000  physicians  and  other  practitioners; 

*■        Process  935.3  million  Medicare  claims; 

*        Total  bill/claims  payment  funding  as  an  average  cost  per  beneficiary  served 
equates  to  approximately  $27 per  beneficiary; 

>  Leader  in  electronic  claims  submission  —  approximately  96.3  percent  of  all  Part  A 
Medicare  claims,  and  79.2  percent  of  all  Part  B  Medicare  claims  submitted 
electronically  by  providers; 
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►  Receive  and  respond  to  over  31.5  million  inquiries  by  telephone,  in  writing,  or 
through  direct  contact; 

*  Respond  and  take  action  on  over  7.4  million  Medicare  Appeals  which  include 
Part  A  reconsiderations  and  hearings,  Part  B  reviews,  fair  hearings,  and  hearings 
before  administrative  law  judges; 

►  Continue  contractor  systems  transitions  to  selected  Part  A,  Part  B,  and  DMERC 
standard  systems; 

►  Achie  ve  national  implementation  of  the  Medicare  Summary  Notice,  thereby 
enhancing  customer  service  to  beneficiaries; 

►  Print  and  distribute  the  Medicare  Handbook  to  every  beneficiary; 

*  Continue  to  provide  fundamental  health  advisory  services  to  beneficiaries; 

►  Improve  information  sharing  with  beneficiaries  by  expanding  customer  service 
pilots;  and, 

►  Assure  continuation  of  Medicare  claims  processing  into  the  next  century  by 
ensuring  contractor  data  systems  are  millennium  compliant. 
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Purpose  and  Method  of  Operations 

For  more  than  30  years  HCFA  has  successfully  processed  Medicare  claims  and  rendered 
services  to  beneficiaries  and  providers  on  a  fee-for-service  basis.  In  FY  1999,  HCFA  will 
continue  to  fulfill  its  responsibility  for  administering  the  fee-for-service  portion  of  the 
Medicare  program  through  a  network  of  private  organizations,  known  as  Medicare 
contractors.  Under  contractual  agreements  with  HCFA,  these  contractors  handle  daily 
claims  processing  and  reimburse  providers  for  Medicare-covered  services  and  items  used 
by  beneficiaries.  The  FY  1999  budget  request  supports  the  Government's  continuation  of 
these  Medicare  services  for  more  than  32  million  Americans,  and  reflects  HCFA's 
ongoing  commitment  to  focus  existing  and  requested  resources  in  the  most  prudent  and 
fiscally  responsible  manner  possible. 

Medicare  contractors  are  fundamental  to  the  processing  of  fee-for-service  claims  for 
Medicare  health  insurance  benefits  in  a  timely,  accurate,  and  fiscally  responsible  manner. 
Fiscal  intermediary  contractors  are  responsible  for  payment  to  providers  of  services  under 
Part  A  of  the  Medicare  program.  Carrier  contractors  are  responsible  for  adjudicating 
claims  and  making  payments  to  beneficiaries  and  providers  under  Part  B  of  the  Medicare 
program.  In  FY  1999,  Medicare  contractors  will  process  an  estimated  935.3  million 
Part  A  and  Part  B  claims.  Medicare  contractor  costs  for  administering  the  claims 
processing  (Program  Management)  portion  of  the  Medicare  program  is  estimated  at 
$1,269.7  million  in  FY  1999  which  includes  $1,104.2  million  in  discretionary  budget 
authority  and  enactment  of  $165.5  million  in  proposed  user  fees. 

In  addition,  the  budget  reflects  $955  million  for  the  Medicare  Integrity  Program  (MIP) 
payment  safeguard  activities  currently  performed  by  Medicare  contractors,  which 
includes  $560  million  in  mandatory  budget  authority  provided  through  the  Health 
Insurance  Portability  and  Accountability  Act  (P.L.  104-191),  and  an  additional 
$395  million  in  proposed  MIP  user  fees.  Under  MIP,  funding  for  payment  safeguards 
was  reclassified  from  HCFA's  discretionary  appropriation  to  a  mandatory  account  within 
the  Hospital  Insurance  Trust  Fund.  Further  discussion  of  FY  1999  MIP  funding  can  be 
found  under  the  Supporting  Information  section  of  this  budget  justification. 
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MEDICARE  CONTRACTORS 


(Dollars  in  Millions) 


FY  1998 
FY  1997  President's 
Approp.  Budget 


Claims  Processing 
Bill/Claims  Payment 
Reimbursement 

Total  Claims  Processing 

Productivity  Investments 

Beneficiary  &  Provider  Services 
Hearings 

Beneficiary  Communications 
Provider  Education 

Total  Beneficiary/Provider  Svcs. 

Participating  Physicians 


$801.8 

36.6 

$838.4 
$115.0 

$77.8 
138.3 
20.5 

236.6 

$17.2 


Total  Medicare  Contractors  $1.207.2 
(Program  Management) 


$786.5 
37.7 

$824.2 

$145.6 

$83.5 
136.1 
21.1 

$240.7 

$12.5 

$1-223.0 


FY  1998 
Approp. 

$786.5 
37.7 

$824.2 

$96.6 

$83.5 
136.1 
ILL 

$240.7 

$12.5 

$1-174.0 


FY  1999 
Estimate 


$840.7 
37.7 

$878.4 

$113.3 


$86.8 
171.6 

iii 

$274.2 


$3.8 


$1.269.7 


(FY  1999  includes  $165.5  million  in  proposed  user  fees) 
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Major  Program  Initiatives 

Over  the  past  several  years,  HCFA  has  continued  to  pursue  on-going  efforts  designed  to 
improve  the  administration  of  the  Medicare  program  and  reduce  administrative  costs.  As 
part  of  these  ongoing  efforts,  HCFA  instituted  a  series  of  initiatives  to  promote  greater 
consistency  and  efficiency  in  claims  processing.  However,  in  an  atmosphere  of 
increasing  demands  and  changing  legislative  and  regulatory  initiatives,  the  Medicare 
program  is  becoming  more  complex  and  the  need  to  make  critical  changes  is  more 
commonplace.  Coupled  with  a  straightlined  administrative  budget,  HCFA  must  continue 
to  make  imnrovements  to  better  meet  these  demands. 

One  of  HCFA's  highest  priorities  in  FY  1998  and  FY  1999  is  to  ensure  Year  2000 
(millennium)  compliance.  HCFA  will  redouble  its  efforts  to  monitor  Medicare  contractor 
activities  through  contracts  with  experts  possessing  competence  in  software  testing  and 
independent  verification  and  validation.  HCFA  will  continue  efforts  in  FY  1999  to 
ensure  end-to-end  compliant  Medicare  claims  payment  systems  in  the  Year  2000. 
Moreover,  HCFA  requires  funding  for  software  testing  and  independent  verification  to 
ensure  proper  renovations  are  successfully  installed  so  that  Medicare  payments  will 
continue  into  the  next  century.  Furthermore,  on-going  regression  testing  will  be 
necessa^  as  external  trading  partners,  who  routinely  interact  with  Medicare  contractors, 
introduce  Year  2000  compliant  interfaces. 

Medicare  payment  systems  represent  only  one  part  of  a  complex  network  that  must  be 
renovated  to  ensure  uninterrupted  Medicare  payment  streams.  For  example,  as  external 
trading  partners  such  as  banking  institutions,  third-party  payers,  and  billing  services 
implement  Year  2000  system  changes,  it  will  be  critical  that  HCFA  ensure  these  systems 
changes  are  compatible  with  Medicare's  payment  systems.  Consequently,  the  ability  to 
continue/support  contractor  system  validation  and  testing  efforts  through  FY  1999  is 
paramount. 

Also  in  FY  1999,  HCFA  will  continue  to  consolidate  processing  sites  and  software 
systems  as  part  of  the  agency's  effort  to  transition  contractors  to  the  selected  Part  A, 
Part  B,  and  durable  medical  equipment  (DMERC)  standard  claims  processing  systems. 
HCFA's  transition  efforts  will  improve  fraud  and  abuse  detection  through  the  use  of 
standard  databases  and  edit  processes.  Once  fully  implemented,  the  standard  claims 
processing  systems  will  reduce  administrative  expenditures  for  redundant  systems  and 
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hardware.  Moreover,  the  standard  systems  will  provide  a  more  stable  and  controlled 
environment  for  future  systems  reengineering,  and  will  reduce  the  complexity  of  systems 
conversion  activities.  HCFA  has  established  and  implemented  a  standard  systems 
transition  schedule.  Currently,  approximately  17  of  HCFA's  fiscal  intermediary 
contractors  have  made  the  transition  to  the  selected  Part  A  standard  system,  which 
involved  contractor  data  center  migrations  and  software  conversions  to  the  selected 
system.  HCFA  anticipates  the  remaining  18  Part  A  transitions  will  be  completed  in 
FY  1998.  In  addition,  3  of  HCFA's  carrier  and  DMERC  contractors  have  begun  their 
transition  to  the  selected  Part  B  and  DMERC  standard  systems,  which  will  involve  the 
conversion  of  contractor  systems  :#"are  to  the  selected  systems.  HCFA  expect: 
remaining  19  Part  B  and  DMERC  transitions  will  continue  through  FY  1998  and 
FY  1999,  and  finish  in  FY  2000. 

Standard  systems  transition  activities  are  the  foundation  of  future  enhancements  to 
Medicare  operations,  especially  in  the  areas  of  improving  the  reliability,  accountability, 
and  efficiency  of  Medicare's  payment  system.  These  systems  provide  the  environment 
that  allows  HCFA  to  ultimately  improve  the  timeliness,  accuracy,  and  quality  of  customer 
service  to  beneficiaries  and  providers  of  care,  as  well  as  financial  accountability. 

Other  Major  Initiatives 

The  Balanced  Budget  Act  (BBA)  will  accelerate  the  already  rapidly  occurring  changes 
that  are  taking  place  in  the  Nation's  health  care  delivery  system  and  present  new 
challenges  to  HCFA's  ability  to  accommodate  and  embrace  those  changes  into  its 
payment  systems.  Numerous  provisions  of  the  BBA  address  managed  care  and  add 
significant  complications  to  the  operation  of  HCFA's  managed  care  systems.  These 
changes  will  add  stress  in  both  volume  and  complexity  to  HCFA's  current  aging  managed 
care  system.  Insufficient  funding  for  these  systems  changes  would  jeopardize  the 
achievement  of  a  balanced  Federal  budget. 

HCFA  continues  to  assess  its  intermediate  and  long-term  information  technology  (IT) 
strategy  for  moving  Medicare's  systems  forward,  in  manageable  phases,  consistent  with 
the  agency's  priorities  and  business  objectives.  Among  the  critical  elements  of  this 
strategy  will  be  renovation  of  HCFA's  managed  care  system  to  support  the  increased 
volume  and  complexity  in  the  managed  care  environment  resulting  from  the  increased 
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choices  becoming  available  to  beneficiaries,  the  projected  growth  in  the  number  of 
managed  care  plans,  and  the  prolific  diversity  in  payment  arrangements. 

In  FY  1999,  HCFA  will  also  continue  its  commitment  to  strengthen  customer  service  and 
share  information  with  beneficiaries  and  providers  of  care.  HCFA  anticipates  national 
implementation  of  separate  Part  A  and  Part  B  Medicare  Summary  Notices  (MSNs)  by  the 
end  of  FY  1999,  which  will  increase  beneficiary  understanding  of  Medicare  benefits, 
serve  as  a  reference  point  for  beneficiary  inquiries,  and  eliminate  the  multiple  claim 
determination  notices  sent  to  beneficiaries  by  Medicare  intermediaries  and  carriers. 
\{CV  a  will  also  continue  effc^  fn>  expand  customer  service  improvements  at  Medicare 
contractors,  whereby  customer  service  personnel  have  the  training  and  technologies  to 
answer  a  wide  range  of  Medicare  questions  more  efficiently  and  effectively. 

Furthermore,  HCFA  will  provide  a  Medicare  Handbook  to  every  beneficiary  in  FY  1999, 
which  reinforces  HCFA's  on-going  commitment  to  better  inform  beneficiaries  in  order  to 
make  more  informed  health  care  choices.  Given  the  massive  changes  to  Medicare 
enacted  in  BBA,  the  issuance  of  a  Handbook  in  FY  1999  is  critical  if  beneficiaries  are  to 
understand  the  program  and  take  advantage  of  choices  that  will  help  achieve  a  balanced 
Federal  budget.  This  action  also  is  necessary  to  meet  the  requirements  of  the  BBA. 

Legislative  Proposals 

An  integrated  part  of  this  budget  is  a  series  of  legislative  proposals  that  both  help  ensure 
adequate  funding  levels  and  give  HCFA  the  tools  it  needs  to  more  effectively  manage 
contractors.  The  FY  1999  budget  request  for  Medicare  contractors  assumes  enactment  of 
$165.5  million  in  user  fee  legislation  to  support  the  program  level.  The  budget  also 
assumes  enactment  of  this  legislation  will  reduce  the  required  program  level  -  repeal  of 
BBA  provisions  requiring  the  issuance  of  Explanation  of  Medicare  Benefits  (EOMBs)  for 
each  service,  and  repeal  of  the  requirement  to  implement  regional  lab  carries.  In  addition, 
the  Administration  will  propose  contractor  reform  legislation  that  will  improve  HCFA's 
contracting  flexibility.  By  allowing  HCFA  increased  flexibility,  we  can  improve  the  cost 
effectiveness  of  Medicare  contractor  operations,  create  an  open  marketplace  in  a  steadily 
shrinking  pool  of  potential  contractors,  and  provide  the  flexibility  needed  to  meet  the 
millennium  challenge.  Proposed  contractor  reform  legislation  includes  the  following: 
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Allow  the  Secretary  increased  flexibility  in  contracting  for  claims  processing  and 
payment  functions  on  behalf  of  Medicare  beneficiaries  and  providers; 

Allow  the  Secretary  to  contract  for  Medicare  functions  on  any  basis  permitted  by 
the  Federal  acquisition  regulations; 

Eliminate  the  special  provisions  for  terminations  of  contracts  with  fiscal 
intermediaries  and  carriers;  and, 

Authorize  the  Secretary  to  execute  combined  Part  A  and  Part  B  contracts. 

Moreover,  proposed  user  fee  legislation  includes  charging  providers  $1.00  for  submitting 
duplicate  or  unprocessable  claims;  charging  providers  $  1 .00  for  submitting  paper  claims; 
and,  charging  providers  an  enrollment  registration  fee. 

Rationale  for  the  Budget  Request 

Within  the  Medicare  program,  contractors  perform  a  multitude  of  tasks  essential  to 
ensuring  that  beneficiary  and  provider  needs  are  met.  Ongoing  Medicare  contractor 
activities  include:  claims  and  bill  payment,  provider  reimbursement,  productivity 
investments,  beneficiary  and  provider  services  (including  appeals,  beneficiary 
communication,  provider  education  and  training,  coordination  of  benefits  with  other 
payers,  and  enrolling  providers  and  suppliers)  and  the  participating  physician  and  supplier 
program. 

I.  Claims  Processing  --  $878.4  million 

Claims  processing  functions  include  the  costs  associated  with  paying  Part  A  and  Part  B 
claims,  including:  electronic  data  processing,  contractor  personnel  cost,  postage,  printing, 
etc.  Claims  processing  funding  accounts  for  approximately  69.2  percent  of  the  funds 
requested  in  Medicare  contractors,  and  reflects  an  increase  of  $54.2  million  over  the 
FY  1998  President's  Budget.  Moreover,  contractors  will  face  increasing  claims 
workloads  and  associated  costs  as  fiscal  intermediaries  process  hospital  encounter  data 
for  risk  adjustment  to  meet  requirements  of  the  BBA. 
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►       Claims  Payment  -  $840.7  million 

Contractors  must  accurately  determine  beneficiary  eligibility,  coverage,  and  payment 
amounts  for  every  Medicare  claim  received,  and  pay  claims  in  a  timely  manner. 

HCFA  calculates  basic  claims  processing  ("Line  1")  unit  costs  using  the  following 
factors:  inflation,  claims  volume,  postage  rates,  and  operating  efficiencies.  Savings 
generated  during  processing  are  also  incorporated  into  the  unit  cost  calculations  for 
claims  processing. 

Claims  payment  also  includes  funding  for  other  ongoing  costs  such  as:  Millennium 
conversion  costs,  Common  Working  File  (CWF)  host  and  maintenance;  data 
communications  (including  FTS-2000);  shared  system  maintenance;  Unique  Physician 
Identification  Number  (UPIN)  initiatives;  selected  HCFA  projects;  financial  reports  and 
other  studies  including  GAO  special  studies,  administrative  support  of  OIG  audits  and 
other  activities;  funding  for  the  Blue  Cross  and  Blue  Shield  Association;  administrative 
cost  settlements;  administrative  simplification  activities;  and,  claims  processing  systems 
support  at  HCFA  headquarters. 

Calculations  of  Workload  and  Unit  Cost 

A  statistical  forecasting  analysis  of  the  latest  available  actual  workload  data  was  used  to 
develop  projections.  For  FY  1999,  HCFA  projects  that  total  Part  A  and  B  workload  will 
increase  4.9  percent  (43.9  million  claims)  from  the  FY  1998  President's  budget. 

The  following  table  shows  Line  1  unit  costs,  and  workload  data  for  contractors. 
Historical  data  and  projections  are  provided  for  FY  1994  through  FY  1999.  HCFA 
believes  these  costs  cannot  be  lowered  further  in  the  current  claims  processing 
environment  without  seriously  jeopardizing  the  quality  of  the  processing  and  thus  risking 
significant  increases  in  improper  payments. 
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CLAIMS  PROCESSING  AND  WORKLOAD  COMPARISON 

Line  1  Unit  Costs — Claims  Processing  Only 

IN  CURRENT  DOLLARS 

FY  1994     FY  199$        FY  199$     FY  1997  FY  199$      FY  1999 

PartA          $1.40         $1.29           $1.20         $1.13  $1.07  $1.07 

PartB           $0.89         $0.82           $0.74         $0.71  $0.66  $0.66 

IN  CONSTANT  1988  DOLLARS 

PartA          $1.11         $1.04           $0.99         $0.93  $0.90  $0.87 

PartB           $0.71         $0.73           $0.65         $0.59  $0.57  $0.55 

Workload  in  Millions 

FY  1994                  FY  199$  FY  199$ 

PartA     PartB            PartA    PartB  PartA  PartB 

Receipts               121.1      612.7             134.1     643.0  142.9  667.9 

Processed              120.6      615.1              133.1     646.5  142.1  665.6 


FY  1997  FY  199$  FY  1999 

PartA     PartB  PartA    PartB  PartA  PartB 

Receipts               152.7      700.2  162.7     728.7  175.3  760.0 

Processed              152.7      700.2  162.7     728.7  175.3  760.0 
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►  Reimbursement  -  $37.7  million 

The  funding  level  for  Medicare  provider  reimbursement  remains  constant  at  the  FY  1998 
level.  Provider  reimbursement  services  include  several  activities  such  as  overpayment 
recoupments  pertaining  to  provider  cost  report  settlements;  uncollectible  provider 
overpayment  cases;  consultative  services  to  providers  for  maintaining  their  accounting 
systems;  establishing,  reviewing  and  revising  interim  payment  rates;  submission  of  cost 
reports  for  quality  assurance;  maintenance  of  records/files  for  hospital-based  physicians 
and  renal  dialysis;  preparing  provider  audit  and,  reimbursement  administrative  reports; 
processing  exceptions  to  cost  limit  requests;  Hospital  Cost  Report  Information  System 
(HCRIS)  operational  costs;  and  cost  allocation/credit  activities. 

II.  Productivity  Investments  —  $1 13.3  million 

As  the  Nation's  health  care  system  continues  to  evolve,  the  increasing  need  for  HCFA  to 
constantly  assess  its  programs  is  ever  critical.  Toward  that  end,  HCFA  must  further  its 
commitment  to  investigate  investment  strategies  designed  to  strengthen  the  administration 
of  the  Medicare  program.  HCFA's  commitment  is  evidenced  by  the  following 
productivity  investments:  standard  systems  transitions,  contractor  nonrenewals, 
administrative  simplification,  customer  service  improvements,  and  education/outreach 
efforts.  The  FY  1999  request  reflects  a  decrease  of  $32.3  million  from  the  FY  1998 
President's  Budget. 

►  Contractor  Standard  System  Transitions  -  $45.0  million 

In  FY  1999,  HCFA  will  continue  its  effort  already  underway  of  transitioning  Medicare 
contractors  to  selected  standard  Part  A,  Part  B,  and  DMERC  Medicare  claims  processing 
systems.  In  FY  1996,  HCFA  selected  the  Florida  Shared  System  (FSS)  as  the  Medicare 
standard  system  for  Part  A  bill  processing  and  required  those  fiscal  intermediaries  using 
other  Part  A  systems  to  convert  their  processing  to  the  FSS.  System  transitions  together 
with  data  center  consolidations  to  FSS  have  occurred  throughout  FY  1997  and  will 
continue  in  FY  1998. 

In  April  1997,  HCFA  selected  the  Electronic  Data  Systems,  Inc.,  (EDS)  Medicare  carrier 
system  as  the  standard  for  Part  B  claims  processing,  and  the  Viable  Information 
Processing  Systems  (VIPS)  Medicare  system  as  the  standard  for  durable  medical 


1-23 


443 


Program  Management 


equipment  claims  processing.  Medicare  carriers  that  process  claims  using  software  other 
than  the  selected  Part  B  or  DMERC  system  began  converting  to  the  selected  systems  in 
FY  1997.  The  majority  of  the  system  transitions  to  the  Part  B  standard  system  will  occur 
in  FY  1998  and  FY  1999.  The  transition  to  the  DMERC  standard  system  will  occur 
during  FY  1998. 

Estimates  for  transitions  include  costs  for  consolidating  existing  contractor  data  centers 
including  transfer  of  data,  technical  support,  telecommunications  costs,  establishment  of 
test  regions,  etc.  Estimates  also  include  the  cost  of  converting  existing  contractor  systems 
software  to  the  selected  standard  systems  software  including  file  conversions,  testing, 
training,  and  software  programming/technical  support. 

►  Contractor  Systems  Improvements  -  $7.0  million 

This  activity  involves  standardization  of  the  contractor  systems  for  the  processing  of 
claims  and  related  provider  and  beneficiary  activities.  The  FY  1999  estimate  reflects  an 
increase  of  $4.9  million  over  the  FY  1998  President's  Budget.  Among  the  greatest 
benefits  from  activities  is  decreasing  the  burden  on  physicians  and  providers  through 
standardizing  electronic  claims  inputs  and  outputs.  HCFA  will  continue  in  FY  1999  to 
promote  the  adoption  of  national  standards  for  all  payment  t  ..nsactions  (i.e.,  standard 
codes  and  transactions  for  patient  information,  eligibility  inquiries  and  responses, 
transaction  reports,  etc).  This  effort  consists  largely  of  Electronic  Data  Interchange  (EDI) 
activities  that  transfer  data  formats  to  American  National  Standards  Institute  (ANSI) 
formats.  Moreover,  these  EDI  activities  help  to  maximize  administrative  efficiencies  and 
standardize  contractor  operations.  HCFA  expects  these  efforts  to  ultimately  lead  to  an 
increase  in  electronic  claims.  If  a  single  electronic  standard  is  used  for  all  payers,  smaller 
Medicare  volume  is  no  longer  a  deterrent  to  electronic  processing. 

►  Improve  Beneficiary  and  Provider  Services  -  $3.5  million 

HCFA  is  dedicated  to  serving  its  customers  and  working  with  its  partners.  HCFA  will 
continue  efforts  designed  to  strengthen  beneficiary  and  provider  services  including  the 
provider  enrollment  process  and  the  costs  associated  with  the  implementation  to  enhance 
program  integrity.  Medicare  contractors  will  be  required  to  continue  the  enhanced 
process  for  enrolling  providers  and  verifying  provider  ownership  and  qualification  data  to 
ensure  that  only  legitimate  providers  participate  in  the  Medicare  program.  The  process 
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for  this  effort  is  expected  to  be  amended  and  will  require  training  of  contractor  personnel, 
education  of  the  provider  community  by  Medicare  contractors,  and  adjustments  to 
Medicare  contractor  data  systems. 

HCFA  will  also  continue  development  and  implementation  efforts  associated  with  the 
Medicare  Summary  Notice  (MSN)  for  Medicare  contractors.  This  process  requires 
systems  changes  and  the  development  and  implementation  of  an  outreach  plan  for 
educating  the  beneficiary  and  provider  communities,  and  other  external  entities  that  may 
be  affected  by  the  issuance  of  the  MSN,  such  as  the  State  Medicaid  Programs,  Peer 
Review  Organizations,  etc.  HCFA  pians  to  educate  staff  at  all  levels  within  the  contractor 
community.  The  MSN  should  make  more  understandable  information  available  to 
beneficiaries.  This  will  enable  beneficiaries  to  make  more  informed  health  care  choices 
and  be  more  informed  parties  in  identifying  potentially  abusive/fraudulent  situations. 

Consistent  with  the  FY  1998  President's  Budget,  HCFA's  FY  1999  request  for  these 
activities  totals  $3.5  million. 

►       National  Provider  Identifier  and  PAYERID  -  $5 .0  million  total 

The  expensive  scope  of  the  Health  Insurance  Portability  and  Accountability  Act  of  1996 
(HIPAA)  contained  several  provisions  that  have  additional  workload  implications  for 
HCFA.  Two  major  provisions  are  the  National  Provider  Identifier  (NPI)  and  the 
PAYERID.  Section  262  of  HIPAA  added  to  title  XI  of  the  Social  Security  Act  a  new 
Part  C  titled  "Administrative  Simplification".  In  addition  to  the  providers  participating  in 
the  Medicare  program,  Part  C  directs  the  HHS  Secretary  to  develop  a  standard  for  a 
unique  identifier  for  all  health  care  providers.  HCFA  continues  to  leverage  from  its 
current  work  on  establishing  requirements  for  the  NPI.  The  FY  1999  request  of 
$2.0  million  for  the  Medicare  contractor  portion  of  this  effort  reflects  an  increase  of 
$1.0  million  over  the  FY  1998  President's  Budget.  The  NPI  would  simplify  the 
administration  of  the  Medicare  and  Medicaid  programs  and  the  health  care  industry  in 
general,  as  well  as  bolster  effectiveness  and  efficiency  within  the  health  industry. 

Also  under  the  HIPAA  legislation,  PAYERID  is  expected  to  be  adopted  by  the  Secretary 
of  HHS  as  the  standard  electronic  identifier  for  health  plans  and  employers  that  offer 
health  plans.  HCFA  will  require  the  PAYERID  be  placed  on  claims  submitted  to 
Medicare  by  hospitals,  physicians,  and  other  providers.  HCFA's  FY  1999  request  for 
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PAYERID  efforts  is  $3.0  million.  HCFA  anticipates  that  adoption  of  the  NPI  and 
PAYERID  will  be  carried  out  through  publication  in  the  Federal  Register  of  a  notice  of 
proposed  rule  making  by  February  21,  1998.  Thereafter,  a  public  comment  period  of 
60  days  would  follow,  with  publication  of  a  final  rule  anticipated  by  late  summer  1998. 

►  Medicare  1-800  Service  -  $12.8  million 

HCFA  will  continue  to  build  on  its  efforts  of  the  last  two  years  of  piloting  approaches  to 
provide  more  integrated  access  to  information  for  beneficiaries  and  providers.  In 
FY  1999,  HCFA  will  expand  cust^™~-  service  pilots,  including  toll-free  customer  "«"-ice 
centers  and  call  routing.  These  pilots  will  provide  significant  information  on  the 
operational  issues,  costs,  as  well  as  beneficiary  and  provider  satisfaction  with  expanded 
toll-free  service.  HCFA's  ultimate  plan  is  to  implement  customer  service  centers  on  a 
national  basis.  The  centers  will  be  staffed  with  customer  service  personnel  who  are 
trained  and  empowered  to  answer  Medicare  questions,  including  questions  about 
Medicare  Parts  A  and  B,  Medicare  eligibility  and  entitlement,  premium  billing, 
replacement  Medicare  cards,  Medicare  Secondary  Payer,  managed  care  enrollment  and 
disenrollment,  durable  medical  equipment  regional  carriers  (DMERCs),  Medigap 
policies,  State  buy-in,  and  dual  eligibility.  For  FY  1999,  HCFA  intends  to  continue  and 
expand  customer  service  pilots.  This  effort  is  estimated  at  $12.8  million  in  PY  1999. 

►  Contractor  Non-Renewals  -  $40.0  million 

Contractor  non-renewals  occur  when  Medicare  intermediaries  and  carriers  make 
independent  business  decisions  to  end  their  Medicare  contracts.  When  these  actions 
occur,  HCFA  incurs  non-renewal  costs.  HCFA  is  responsible  for  minimizing  any 
Medicare  claims  processing  disruptions  caused  by  contractor  withdrawals.  Furthermore, 
non-renewal  funding  allows  for  HCFA  to  initiate  contract  actions  due  to  poor  contractor 
performance  or  any  conflicts  of  interest  violations.  Although  non-renewals  are  difficult 
to  predict,  HCFA  anticipates  more  health  insurance  companies  will  decide  not  to  renew 
their  intermediary/carrier  Medicare  contracts  due  to  changes  in  corporate  strategies, 
including  the  desire  to  focus  their  business  efforts  on  managed  care  products. 

The  FY  1999  request  includes  $40.0  million  for  contractor  non-renewal  costs.  This 
request  for  funding  reflects  a  decrease  of  $10.0  million  from  the  FY  1998  President's 
Budget.  Contractor  non-renewal  costs  include  severance  payments  for  contractor 
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employees,  payments  for  excess  capacity  previously  acquired  to  support  Medicare 
operations,  and  one-time  costs  of  preparing  the  incoming  contractors  to  absorb  the 
Medicare  workloads  of  departing  contractors.  The  following  table  displays  the  funding 
for  productivity  investments  for  FY  1999  request  and  the  FY  1998  President's  Budget. 

MEDICARE  CONTRACTOR  PRODUCTIVITY  INVESTMENTS 


(dollars  in  millions) 


Activity 

FY  1998 
Presidents 
Budget 

FY  1999 
Estimate 

Increase 
or 

Decrease 

Contractor  Transitions 

$89.0 

$45.0 

-$44 

Contractor  Systems 
Improvements 

2.1 

7.0 

+4.9 

Improve  Beneficiary  and 
Provider  Services 

3.5 

3.5 

National  Provider 
Identification 

1.0 

2.0 

+  1.0 

PAYERID 

0.0 

3.0 

+3.0 

Medicare  1-800  Service 

0.0 

12.8 

+12.8 

Non- Renewals 

50.0 

40.0 

-10.0 

TOTAL 

$145.6 

$113.3 

-$32.3 

IV.  Beneficiary  and  Provider  Services  --  $274.2  million 

Beneficiary  and  provider  services  functions  include  conducting  hearings  and 
reconsiderations  (appeals)  to  determine  proper  payment  amounts,  improving  beneficiary 
and  provider  communications,  and  administering  provider  education  and  training 
activities. 
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►        Hearings  and  Reconsiderations  -  $86.8  million 

Beneficiaries,  providers,  physicians,  and  suppliers  are  entitled  by  law  to  appeal  payment 
determinations  made  by  Medicare  contractors  through  reconsiderations,  formal  reviews, 
or  hearings.  The  total  funding  request  for  Part  A  and  Part  B  hearings  and 
reconsiderations  workloads  for  FY  1999  will  increase  $3.3  million  from  the  FY  1998 
President's  Budget.  Contractors  are  expected  to  control  and  respond  to  requests  for 
appeal  and  to  control  receipt  of  administrative  law  judge  hearing  requests.  Moreover, 
increasing  resources  and  workloads  of  the  Medicare  Integrity  Program  (MIP),  especially 
in  the  areas  of  medical  review,  are  having  an  increasing  impact  on  Medicare  contractor 
hearings  workloads.  HCFA  continues  to  analyze  the  impact  of  increasing  MIP 
workloads,  and  will  make  adjustments  to  the  Medicare  contractor  budget  in  the  outyears, 
accordingly. 

HCFA  continues  to  maintain  efficiencies  achieved  in  prior  years  through  the  use  of 
shorter  decision  letters  and  the  experimental  use  of  the  telephone  to  conduct  reviews  and 
reconsiderations.  The  following  table  displays  fee-for-service  appeal  costs  and  workload 
estimates  for  FY  1997  through  FY  1999. 
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Appeals  Workload,  Unit  Cost  and  Total  Cost 


Workload  FY  1997  FY  199$  FY  1999 

Part  A  253,087  268,639  319,850 

PartB  6,867,260  7,100,472  7,145,709 

Total  7,120,347  7,369,111  7,465,559 

Unit  Costs 

Part  A  $44.25  $44.67  $47.52 

PartB  $9.70  $10.07  $10.02 

Average  $10.93  $11.33  $11.56 

Total  Costs  (in  millions^ 

Part  A  $11.2  $12.0  $15.2 

PartB  $66.6  $71.5  $71.6 

Total  $77.8  $83.5  $86.8 


►        Beneficiary  and  Provider  Communications  -  $  1 7 1 .6  million 

Medicare  contractors  are  the  links  for  beneficiaries  and  providers  to  the  Medicare 
program.  HCFA,  in  concert  with  the  contractors,  continues  to  strive  towards  offering  the 
most  effective  and  efficient  service  to  beneficiaries  and  providers  and  continues  to  expand 
their  awareness  and  understanding  of  the  Medicare  program.  These  activities  are 
designed  to  improve  service  to  HCFA's  primary  customer,  the  beneficiary. 

The  FY  1999  request  for  beneficiary  and  provider  communications  of  $171.6  million 
reflects  an  increase  of  $35.5  million  over  the  FY  1998  President's  Budget.  This  increase 
is  attributable  to  education/outreach  activities,  including  the  Medicare  Handbook  and 
beneficiary  health  advisory  services.  Moreover,  the  increasing  resources  and  workloads 
of  the  Medicare  Integrity  Program  (MIP),  especially  in  the  areas  of  medical  review,  are 
increasing  the  inquiries  workloads  of  Medicare  contractors.  HCFA  continues  to  analyze 
the  impact  of  increasing  MIP  workloads,  and  will  make  adjustments  to  the  Medicare 
contractor  budget,  accordingly.  Provided  below  are  just  a  few  examples  of  significant 
beneficiary  and  provider  communications  efforts  in  FY  1999: 

►        In  FY  1999,  carriers  are  estimated  to  receive  and  respond  to  over 

3 1.5  million  inquiries  by  telephone,  in  writing,  or  through  direct  contact. 
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►       HCFA  will  continue  its  on-going  fiscal  intermediary  and  carrier  customer 
service  activities  which  may  include,  but  are  not  limited  to,  continuance  of 
the  following  efforts: 

-  Improving  service  to  blind,  deaf,  and  disabled  beneficiaries; 

-  Analyzing  customer  inquiries; 

-  Strengthening  the  customer  inquiry  internal  review  process; 

-  Partnering  with  local  beneficiary  counseling  and  assistance  organizations; 

-  Maintaining  beneficiary  advisory  committees; 

-  Improving  service  to  Spanish-speaking  individuals;  and, 

-  Incorporating  education  on  the  home  health  service  benefit  into  on-going 
beneficiary  outreach  activities. 

Also,  carriers  use  audio  response  units  (ARUs)  as  the  initial  contact  for  providers,  and  a 
beneficiary  ARU  script  is  offered  to  all  carriers.  In  FY  1999,  carriers  will  continue  to 
maximize  the  use  of  ARUs.  The  ARUs  will  provide  effective  and  efficient  service, 
accuracy,  and  consistency  through  the  use  of  standardized  scripts  and  equipment 
enhancements. 

As  mentioned  earlier  under  the  "productivity  investments"  justification,  HCFA 
anticipates  full  implementation  of  the  separate  Part  A  and  Part  B  MSN  by  the  end  of 
FY  1999.  Fiscal  intermediaries  are  anticipated  to  complete  MSN  implementation  in 
FY  1998,  with  all  remaining  carriers  producing  beneficiary  notices  other  than  the  MSN 
(e.g.,  Explanation  of  Medicare  Benefits,  Medicare  Benefit  Notice,  etc.)  expected  to 
implement  the  MSN  by  late  FY  1999.  The  MSN  represents  a  "user  friendly"  solution  to 
providing  important  information  to  Medicare  beneficiaries  including  fraud  alert 
messages;  a  listing  of  claims  and  information  describing  the  action  taken  on  each  listed 
claim;  toll-free  and/or  local  telephone  numbers  and  an  address  to  which  inquiries  may  be 
sent;  easy-to-read  text;  a  simplified  process  for  beneficiaries  desiring  to  file  an  appeal; 
and,  reminders  to  provide  general  program  information,  as  well  as  information  on  how  to 
protect  Medicare  benefits.  Moreover,  the  MSN  will  be  made  available  in  Spanish  to 
beneficiaries  upon  request. 
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The  FY  1999  request  also  includes  $20  million  to  continue  HCFA's  ongoing  effort  of 
printing  and  distributing  the  Medicare  Handbook  to  every  beneficiary  in  FY  1999.  This 
represents  HCFA's  firm  commitment  to  customer  service.  Every  private  health  insurance 
company  provides  handbooks  and  policy  information  to  beneficiaries  on  an  annual  basis. 
Better  informed  beneficiaries  will  be  able  to  make  more  informed  health  care  choices.  It 
is  clear  from  customer  feedback  and  communication  with  partners  that  the  Medicare 
Handbook  is  an  indispensable  source  of  information  on  program  benefits  and  policies  for 
beneficiaries.  Moreover,  as  HCFA  continues  to  implement  provisions  of  the  Balanced 
Budget  Act  (BBA)  of  1997,  the  Handbook  represents  a  viable  option  to  meet  BBA 
general  information  requirements. 

As  mentioned  earlier  under  the  Productivity  Investments  justification,  HCFA  will 
continue  in  FY  1999  to  strengthen  customer  service  by  building  on  current  and  past 
experiences/successes  to  implement  customer  service  pilots.  These  efforts  will  provide 
more  integrated  access  to  information,  and  allow  contractors  to  respond  more  efficiently 
and  effectively  to  questions  from  beneficiaries  and  providers. 

►        Provider  Education  and  Training  -  $  1 5.8  million 

Increasing  numbers  of  practitioners  and  suppliers  who  provide  health  care  services  rely 
on  information  gained  through  communications  with  carriers  about  Medicare  program 
provisions.  In  answer  to  this  need,  HCFA  has  fostered  interaction  between  health  care 
providers  and  carriers  to  promote  efficient,  economic  claims  activities.  These  include: 

*•        Communications  with  physicians  and  suppliers; 

►  Education  of  providers  to  eliminate  the  submission  of  erroneous  or  under- 
documented  claims; 

►  Distribution  of  newsletters  to  all  providers  detailing  changes  in  coverage, 
payment,  or  billing  policy; 

►  Maintenance  of  speakers  bureaus  that  consist  of  coverage,  payment,  and 
billing  experts  who  are  on  call  to  assist  new  practitioners  or  those 
unfamiliar  with  the  Medicare  program; 

►  Maintenance  of  a  professional  ombudsman  to  coordinate  carrier  educational 

programs; 
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>  Education  for  carrier  staff  members  to  ensure  compliance  with 
legislative/policy  changes  affecting  the  coding  and  submission  of  claims; 
and, 

►  Efforts  to  partner  with  intermediaries  to  increase  outreach  efforts  for 
specialty  type  issues  including  home  health  services,  lab  claims,  etc. 

The  FY  1999  request  reflects  a  decrease  of  $5.3  million  from  the  FY  1998  President's 
Budget  amount  of  $21.1  million.  This  is  attributable  to  the  shifting  of  approximately 
25  percent,  or  $5.3  million,  of  the  Provider  Education  and  Training  budget  to  the 
Medicare  Integrity  Program  budget  in  FY  1999. 

V.  Medicare  Participating  Physician/Supplier  Program  -  $3.8  million 

In  FY  1999,  Medicare  Carriers  will  continue  to  make  available  HCFA's  Medicare 
Participating  Physician/Supplier  Directories  to  beneficiaries  and  providers.  Moreover, 
HCFA  will  continue  to  analyze  and  assess  its  level  of  effort  invested  in  outreach  and 
other  administrative  support  for  the  program. 

The  FY  1999  request  for  Participating  Physician  support  reflects  a  decrease  of 
$8.7  million  from  the  FY  1998  President's  Budget  amount .  :$12.5  million. 

Conclusion 

HCFA's  FY  1999  request  reflects  a  responsible  budget  that  enables  Medicare  claims 
processing  and  services  to  continue.  The  FY  1999  budget  request  builds  on  a  framework 
that  will  enable  HCFA  to  successfully  administer  the  Medicare  program  as  a  prudent  and 
more  effective  beneficiary-centered  purchaser  of  health  care  into  the  21st  century. 

HCFA's  FY  1999  budget  request  is  a  sound  and  responsible  budget  because  it  protects 
HCFA's  core  business  functions  and  priorities  while  providing  necessary  improvements 
designed  to  strengthen  the  effectiveness  and  efficiency  of  Medicare  operations. 
Moreover,  the  budget  request  leverages  on  HCFA's  mission,  vision,  and  strategic 
planning  goals  and  objectives;  supports  National  Performance  Review  goals;  and  most 
importantly,  the  FY  1999  budget  ensures  fee-for-service  health  care  services  will  continue 
for  over  32  million  Americans. 
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Medicare  Contractor  funding  levels  for  program  management  over  the  past  five  fiscal 
years  were  as  follows: 


Fiscal  Year 

Appropriation 

1994 

$1,615,300,000 

1995 

$1,604,171,000 

1996 

$1,597,600,000 

1997 

$1,207,200,000 

1998 

$1,174,000,000 
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and  Certification 

i 

Authorizing  Legislation  -  Social  Security  Act,  Title  XVIII,  Section  1864. 

Table  III-8  State  Survey  and  Certification  Summary  Table 


FY  1997 
Appropriation 

FY  1998 
Porky 

FY  1999 
Estimate 

Increase  or 
Deerease 
1999/1998 

Total  Program  Level 

$158,000,000 

$154,000,000 

$167,000,000 

+$13,000,000 

Proposed  User  Fees 

$62,300,000 

+$62,300,000 

Appropriation  /BA 

$158,000,000 

$154,000,000 

$104,700,000 

-$49,300,000 

Facts  in  Brief 


Supports  16,200  inspections  of  nursing  homes,  8,565  inspections  of  home 
health  agencies,  and  3, 559  inspections  of  other  health  care  providers, 
including  inspections  of  approximately  500  allegations  of patient  dumping; 

Maintains  the  level  of  training  necessary  for  surveyors  to  ensure  that  surveys 
are  performed  in  a  consistent  and  uniform  manner  nationwide;  and, 

Identifies  those  providers  and  suppliers  that  are  not  in  compliance  with  health 
and  safety  standards  (approximately  68  percent  of  nursing  homes),  and  ensures 
that  necessary  corrective  actions  are  taken. 


Serves  as  a  quality  advocate  for  program  beneficiaries  by  focusing  on  patient 
outcome  and  continuous  quality  improvement. 
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This  section  discusses  the  State  Survey  and  Certification  program  portion  of  HCFA's 
Program  Management  request.  The  agency  is  requesting  a  total  of  $167  million  for 
this  activity  in  FY  1999.  This  funding  level  is  to  come  from  two  sources: 
$104.7  million  is  requested  via  appropriated  budget  authority  and  $62.3  million  is  to 
be  provided  from  user  fees. 

Purpose  and  Method  of  Operations 

The  State  Survey  and  Certification  program  ensures  that  institutions  providing  health 
care  services  to  Medicare  and  Medicaid  beneficiaries  meet  Federal  health,  safety,  and 
quality  standards.  Institutions  covered  include  hospitals,  nursing  homes,  home  health 
agencies  (HHAs),  end-stage  renal  disease  (ESRD)  facilities,  hospices,  and  all  other 
facilities  serving  Medicare  and  Medicaid  beneficiaries.  HCFA's  investment  in  quality 
oversight  includes  initial  inspections  of  providers  who  request  participation  in  the 
Medicare  program,  annual  recertification  inspections  of  nursing  homes  and  periodic 
recertification  inspections  of  HHAs  at  least  every  three  years,  as  required  by  law,  and 
periodic  recertification  inspections  of  other  health  care  providers.  Additionally, 
HCFA  requires  that  complaint  allegations,  including  allegations  of  patient  dumping, 
be  investigated  within  3  weeks  of  notification. 

The  States  receive  96  percent  of  the  funds  appropriated  for  survey  and  certification 
activities,  with  the  remaining  4  percent  dedicated  to  support  contracts.  The  State 
survey  agencies  inspect  providers  on  HCFA's  behalf  to  determine  their  compliance 
with  Federal  health,  safety,  and  quality  standards.  If  the  State  surveyors  find  that  a 
provider  has  deficiencies  that  do  not  seriously  jeopardize  resident  or  patient  health  and 
safety,  the  provider  develops  a  plan  of  correction.  The  State  surveyors  then  conduct 
follow-up  visits  as  necessary  to  ensure  that  the  deficiencies  are  corrected  in  a  timely 
manner.  Should  the  non-compliance  with  requirements  pose  an  immediate  and 
serious  threat  to  patient  health  and  safety,  HCFA  will  move  to  bar  the  provider  from 
receiving  Medicare  or  Medicaid  payments. 

Rationale  for  the  Budget  Estimate 

The  survey  and  certification  budget  request  for  FY  1999  is  $167  million.  This  request 
is  the  full  program  level  for  Survey  and  Certification  and  it  is  comprised  of  two  parts: 
$104.7  million  from  appropriated  discretionary  budget  authority  and  $62.3  million 
from  user  fees.  This  request  assumes  retention  of  flexibility  for  HHA  survey  cycles 
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and  a  continued  reduction  in  the  number  of  non-long  term  care  facility  surveys. 
Without  the  full  program  level,  including  user  fees,  HCFA  will  not  be  able  to  fulfill 
the  requirements  of  the  law  to  do  annual  nursing  homes  surveys  and  HHA  surveys 
every  3  years,  which  would  put  patient  health  and  safety  at  risk. 

The  FY  1999  estimate  for  direct  survey  activities  and  related  contracts  to  support  and 
improve  the  survey  process  is  $167  million.  This  includes  $160  million  for  survey 
activities,  an  increase  of  $10  million  from  the  FY  1998  appropriation.  The  request 
also  includes  $7  million  for  support  contracts,  an  increase  of  $3  million  over  the 
FY  1998  appropriation. 

Initial  Fee  Legislation 

The  number  of  entities  seeking  to  enter  the  Medicare  program  has  grown  dramatically 
each  year.  In  order  to  maintain  quality  of  care  within  overall  budget  constraints,  the 
budget  requests  enactment  of  initial  fee  legislation.  The  estimated  fees  would  be  $10 
million. 

Under  this  new  authority,  HCFA  would  charge  and  collect  fees  for  initial  certification 
through  its  agreements  with  State  survey  agencies.  HCFA  would  establish  fee 
amounts  which  are  based,  in  part,  on  the  unit  cost  for  conducting  a  certification 
survey,  and  reflect  the  appropriate  and  reasonable  costs  incurred  by  State  survey 
agencies  for  fee  collection  and  associated  activities.  In  general,  costs  would  vary  by 
State,  based  on  surveyor  salaries  and  indirect  costs.  As  HCFA's  agents,  States  would 
collect  and  retain  these  fees  and  apply  them  to  their  survey  costs. 

HCFA  projects  that,  in  FY  1999,  approximately  3,153  providers  and  suppliers  will 
request  to  participate  in  the  Medicare  program,  thus  requiring  an  initial  survey  and 
certification.  These  providers  and  suppliers  include:  nursing  homes,  non-accredited 
hospitals,  home  health  agencies,  and  end-stage  renal  dialysis  facilities.  Costs  will 
change  from  year  to  year  since  they  are  tied  directly  to  the  number  of  new  providers 
requesting  participation  in  the  Medicare  program  during  the  year  and  State  survey 
agencies'  costs. 
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Recertification  Fee  Legislation 

The  budget  request  includes  a  proposal  to  charge  providers  33  percent  of  HCFA's 
recertification  costs  in  FY  1999.  The  estimated  fees  would  be  $52.3  million.  Under 
the  recertification  fee  proposal,  the  fee  would  increase  to  100  percent  of  HCFA's 
recertification  costs  over  the  next  three  years,  with  provisions  to  ensure  patient 
quality. 

Under  this  new  authority,  HCFA  would  charge  and  collect  fees  for  recertification 
through  its  agreements  with  State  survey  agencies.  HCFA  would  establish  fee 
amounts  which  are  based,  in  part,  on  the  unit  cost  for  conducting  a  recertification 
survey,  and  reflect  the  appropriate  and  reasonable  costs  incurred  by  State  survey 
agencies  for  fee  collection  and  associated  activities.  Again,  costs  would  vary  by  State, 
based  on  surveyor  salaries  and  indirect  costs.  Fees  would  be  collected  and  applied  to 
survey  costs. 

HCFA  projects  that,  in  FY  1999,  approximately  25,171  recertification  surveys  will  be 
performed  by  the  State  survey  agencies.  These  surveys  include:  nursing  homes, 
non-accredited  hospitals,  home  health  agencies,  and  end-stage  renal  dialysis  facilities. 

Direct  Survey  Activities 

The  funding  for  direct  survey  activities  is  $160  million.  Of  the  $160  million  for  this 
activity,  $97.7  million  will  come  from  appropriated  funds  and  $62.3  million  from  user 
fees.  The  majority  of  the  funds  required  for  survey  activities,  $146.4  million  or 
91.5  percent  of  the  total  survey  activity  budget,  is  earmarked  to  fulfill  statutory 
mandates  to  survey  all  nursing  facilities  and  66  percent  of  HHAs: 

►  Annual  inspection  of  all  nursing  homes  on  an  average  of  once  per  year. 

►  Annual  inspections  of  66  percent  of  HHAs.  The  FY  1996  appropriations  bill 
provided  more  flexibility  in  the  standard  survey  cycle  for  HHAs.  The  law  now 

•  states  that  standard  surveys  will  occur  not  later  than  36  months  after  the 
previous  standard  survey;  and  that, 
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►  the  Secretary  will  establish  a  frequency  within  this  36-month  interval 
commensurate  with  the  need  to  assure  the  delivery  of  quality  home  health 
services. 

►  Inspections  of  all  allegations  of  patient  dumping.  HCFA  estimates 
500  investigations  of  dumping  complaints  in  FY  1999. 

Also,  $10.4  million  in  direct  survey  activity  will  consist  of  validation  of  accredited 
hospitals  and  recertification  surveys  for  all  other  facility  types.  HCFA  will  conduct 
recertification  surveys  on  10  percent  of  these  other  facility  types,  for  example: 

►  Non-accredited  hospitals, 

►  Non-accredited  psychiatric  hospitals, 

►  ESRD  facilities, 

►  Hospices, 

►  "Others,"  such  as  ambulatory  surgical  centers,  rural  health  clinics,  outpatient 
therapies,  comprehensive  outpatient  rehabilitation  facilities,  portable  x-ray 
providers,  organ  procurement  organizations,  etc. 

HCFA  has  a  strong  need  to  significantly  increase  the  number  of  recertification  surveys 
performed  each  year  on  those  providers  for  which  there  is  no  statutorily-mandated 
survey  schedule.  The  recertification  coverage  level  for  non-mandatory  facilities  has 
suffered. 

Support  Contract  Activities 

The  FY  1999  Medicare  Survey  and  Certification  support  contract  request  is 
$7.0  million,  all  of  which  comes  from  our  $104.7  million  appropriation  request. 
Support  contracts  address  three  different  areas: 

►  Minimum  Data  Set  (MDS)  Automation/Survey  and  Certification  Systems 
Redesign 
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►  Surveyor  Training 

►  Direct  Survey  Review/Psychiatric  Hospitals 
Support  contracts  to  be  funded  in  FY  1999  are  as  follows: 

1 .       MDS  Automation/Survey  and  Certification  Systems  Redesign  -  $5,20 1 ,000 

HCFA  is  dedicated  to  transforming  the  current  survey  and  certification  process, 
which  relies  exclusively  on  on-site  surveys  to  ensure  the  quality  of,  and  access 
to,  care  provided  to  beneficiaries,  to  one  that  provides  for  a  data-driven  process 
whereby  a  facility's  performance  will  be  monitored  through  the  use  of 
regularly  collected  patient-specific  information.  The  first  step  in  this  process  is 
the  collection  of  MDS  information  for  nursing  homes.  This  data  gathering  and 
analysis  will  enable  HCFA  to  determine  what  types  and  categories  of  facilities 
need  the  most  oversight.  The  agency  will  ascertain  the  level  of  care  in  a  given 
facility  much  more  quickly  by  looking  at  the  quality  indicators  as  determined 
by  the  resident  assessment  tool.  This  will  allow  us  to  remedy  situations  of  poor 
care  faster  by  examining  trends  in  outcome  measures  and  recommend  specific 
protocols  to  eliminate  the  problems. 

►  Operational  Support  for  the  Quality  Improvement  and  Evaluation  System 
(QIES)-$  1,725,000 

This  contract  is  for  hardware,  software  and  telecommunications  costs  necessary 
for  expanding  the  QIES  beyond  the  collection  of  data  at  State  and  national 
levels.  HCFA  intends  to  build  QIES  by  modularly  populating  it  with  clinical 
data  from  its  certified  providers.  The  MDS  will  serve  as  one  of  the  building 
blocks  in  the  foundation  of  QIES.  Currently,  HCFA  has  published  a  proposed 
regulation  to  require  all  certified  home  health  agencies  to  incorporate  a  core 
standard  assessment  data  set  known  as  the  Outcome  and  Assessment 
Information  System  (OASIS)  into  their  comprehensive  patient  assessments,  as 
well  as  use  OASIS  information  as  part  of  an  integral  quality  assessment  and 
performance  improvement  program.  Other  clinical  assessment  instruments  will 
be  developed  and  incorporated  into  QIES  over  the  next  several  years.  The 
On-line  Survey  and  Certification  Reporting  System  (OSCAR)  will  be  migrated 
into  QIES  as  yet  another  module.  In  FY  1999,  we  will  require  funding  to 
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continue  to  build  QIES  and  also  to  react  to  other  required  changes  as  prescribed 
by  statute  or  changes  in  HCFA  policy. 

►  Telecommunications  -  $  1 ,000,000 

QIES  will  include  data  bases  housed  in  States  and  HCFA  (with  direct  access 
for  PROs)  which  are  created  through  ongoing  transmissions  of  standardized 
data  sets  collected  by  providers.  We  will  require  funding  to  build  and  maintain 
a  telecommunications  network  to  ensure  timely  and  successful  receipt  of  the 
data  at  both  the  State  level  and  at  HCFA. 

►  Software  Development  and  COTS  Integration  -  $8 1 6,000 

The  QIES  system  is  being  designed  as  a  scalable,  modular  system.  System 
component  modules  will  be  developed  and  rolled  out  to  our  national  user 
community  with  adherence  to  strict  project  development  time  lines.  QIES  will 
be  built  in  an  incremental  fashion  as  additional  clinical  assessment  instruments 
are  added  to  the  system.  We  will  require  funding  to  continue  designing 
software  to  support  these  modules,  and  also  to  procure  and  integrate 
commercial  off-the-shelf  (COTS)  software  into  the  system. 

►  Network  Refreshing  -  $  1 20,000 

As  the  data  flowing  into  QIES  expands  (as  it  will  naturally  through  the  addition 
of  the  various  modules  and  additional  providers),  we  will  require  funding  to 
expand  the  capacity  of  the  QIES  transmission  network. 

►  Implementation  and  Collection  of  Data  for  Core  Data  Set  -  $400,000 

HCFA  is  developing  a  core  data  set  as  the  basis  for  prospective  payment  and 
quality  monitoring  systems  for  post-acute  care  providers.  Hospitals,  home 
health  agencies,  skilled  nursing  facilities,  rehabilitation  hospitals,  and 
long-term  care  hospitals  will  be  required  to  use  the  core  data  set  in  assessing 
patients  and  to  transmit  this  data  to  HCFA.  A  contract  is  necessary  to  develop 
training  materials  for  the  clinicians  using  the  data  set  and  specifications  related 
to  data  transmission. 
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►  Quality  Improvement  Projects  -  $300,000 

One  of  the  key  purposes  for  collecting  standardized  clinical  data  is  to  identify 
opportunities  to  improve  the  care  provided  to  Medicare  and  Medicaid 
beneficiaries.  During  FY  1999,  MDS  data  submitted  by  long-term  care 
facilities  will  be  used  to  determine  baseline  performance  in  three  key  areas  of 
nursing  home  care  (urinary  incontinence,  pressure  sore  development,  and 
recognition  /treatment  of  depression).  A  contract  will  be  used  to  evaluate  the 
effectiveness  of  interventions  on  improving  outcomes  associated  with  these 
issues. 

►  Systems  Improvement  Projects  -  $840,000 

A  contract  is  needed  to  update  and  enhance  the  current  OSCAR  system. 
OSCAR  is  the  mainframe  computer  system  into  which  State  survey  agencies 
enter  surveyor  information  on  all  providers  and  suppliers.  Enhancements  will 
include  added  capabilities  due  to  changing  legislative  requirements,  addition  of 
new  facility  types,  and  reprogramming  for  new  reports.  This  will  provide  for 
more  accurate  and  complete  reporting  and  forecasting  of  virtually  all  facets  of 
the  States'  survey  and  certification  activities. 

2 .       Surveyor  Training  -  $699,000 

HCFA  is  obligated  by  statute,  as  well  as  proper  program  management,  to 
ensure  that  the  surveyors  acting  on  our  behalf  are  well  trained.  This  translates 
into  training  for  6,000  State  and  Federal  surveyors.  These  surveyors  are  trained 
in  changes  to  the  survey  process,  analytical  assessment  and  investigative 
techniques.  In  addition,  due  to  the  high  turnover  In  the  State  agencies,  initial 
training  sessions  must  be  conducted  continuously. 

Satellite  Training  Network  -  $699,000 

This  satellite  video  conference  network  will  better  facilitate  HCFA 
communications  with  the  10  regional  offices,  provider  and  supplier 
communities,  consumer  groups  and  other  partners  in  the  health  care  industry 
and  the  training  of  State  and  Federal  surveyors  by  providing  a  uniform 
presentation  and  the  wide  distribution  of  information  available  through  a 
satellite  network.  Training  will  reach  a  larger  audience  at  a  lower  cost  per 
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participant.  The  timeliness  and  consistency  of  training  will  improve,  thereby 
allowing  a  more  concentrated  focus  on  issues  impacting  beneficiary  care. 

3 .       Direct  Survey  Review/Psychiatric  Hospitals  -$1,1 00,000 

By  statute  we  are  responsible  for  surveying  psychiatric  hospitals.  State 
agencies  do  not  have  the  technical  expertise  needed  to  fulfill  the  requirements 
of  a  psychiatric  survey.  In  addition,  there  are  also  approximately  200  State  run 
psychiatric  facilities  throughout  the  country  that  cannot  be  surveyed  by  the 
State  agency. 

►  Psychiatric  Hospital  Surveys:  Special  Conditions  -  $1,100,000 

This  contract  gives  HCFA  access  to  psychiatric  clinical  professionals  by 
drawing  from  a  national  pool  of  experts.  The  contractor  will  be  responsible  for 
providing  expert  mental  health  consultants  (including  psychiatrists),  scheduling 
and  conducting  approximately  250  surveys  and  providing  technical  assistance 
and  consultation  to  providers,  HCFA  regional  office  staff  and  State  agencies. 

Growth  of  Facilities 

HCFA  has  experienced  ar  extraordinary  growth  in  the  number  of  facilities  entering 
the  Medicare  and  Medicaid  programs  over  the  past  4  years.  Recent  data  indicate  from 
FY  1993  to  FY  1997: 

►  a  30-percent  increase  in  the  number  of  HHAs; 

►  a  3 3 -percent  increase  in  the  number  of  nursing  homes; 

►  a  72-percent  increase  in  the  number  of  other  non-long  term  care 
facilities,  including  hospitals,  ESRD  facilities,  and  others;  and, 

►  a  173-percent  increase  in  the  number  of  rural  health  clinics. 
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Health  Care  Quality  Improvement  Program 

HCFA  understands  the  necessity  of  enforcing  critical  health  and  safety  standards  in 
order  to  improve  the  care  provided  to  beneficiaries. 

►  This  commitment  is  reflected  in  the  Health  Care  Quality  Improvement  Program 
(HCQIP),  the  agency's  approach  to  ensuring  and  improving  the  quality  of  care 
it  purchases.  The  basic  premise  of  the  HCQIP  is  that  beneficiaries  will  benefit 
most  from  a  quality  management  program  that  emphasizes  continual 
improvement  of  processes  by  which  health  care  is  delivered.  HCQIP  is  a 
HCFA-wide  effort  that  integrates  the  development  of  health  and  safety 
standards  with  improved  surveillance  methods,  quality  of  care  improvement 
initiatives  and  projects,  and  recognition  of  HCFA's  consumer  information 
responsibilities. 

►  The  Survey  and  Certification  program  is  also  continuing  to  evolve  from  a 
primary  focus  on  process  and  capacity  to  a  data-driven,  outcome-oriented 
program  which  measures  the  quality  of  care  provided.  In  all  of  HCFA's  quality 
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management  programs,  we  are  refocusing  our  attention  from  the  structures  and 
processes  of  health  care  to  patient  outcomes,  and  also  creating  an  expectation 
and  strategy  for  continuous  improvement. 

Funding  for  the  past  five  years  was  as  follows: 


Survey  and  Certification  Funding  Summary 


Fiscal  Year  Appropriation 

1994 

$145,800,000 

1995 

$145,800,000 

1996 

$147,625,000 

1997 

$158,000,000 

1998 

$154,000,000 

The  Omnibus  Budget  Reconciliation  Act  of  1987  expanded  and  strengthened  HCFA's 
enforcement  responsibilities  in  nursing  homes  and  HHAs,  and  imposed  sanctions  such 
as  denial  of  payment  for  new  admissions,  temporary  management,  or  civil  monetary 
penalties.  Standard  surveys  of  these  providers  must  be  conducted  on  an  average  of 
once  per  year. 

Enforcement 

Section  1 866^b)  of  the  Social  Security  Act  authorizes  the  Secretary  to  terminate  a 
provider  agreement  if  it  is  determined  that  a  provider  is  not  complying  with  the  terms 
of  its  provider  agreement  or  the  conditions  of  participation.  Voluntary  terminations 
include  providers  and  suppliers  that  withdraw  from  program  participation  rather  than 
face  expulsion. 

The  nursing  home  enforcement  regulation  took  effect  on  July  1,  1995,  and  was 
designed  to  bring  about  changes  in  poor  practices  without  requiring  that  facilities 
close  or  move  their  residents  elsewhere.  Federal  and  State  enforcement  agencies  are 
now  able  to  choose  the  remedy  that  best  suits  the  seriousness  of  the  situation— from 
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civil  money  penalties,  temporary  management,  directed  plans  of  correction  and 
in-service  training,  to  termination. 

►       Currently,  surveys  find  that  68  percent  of  nursing  homes  fail  to  meet  health  and 
safety  requirements,  and  5  percent  provide  substandard  quality  of  care. 
However,  73  percent  of  facilities  come  into  substantial  compliance  by 
completion  of  the  revisits.  As  of  December  1997,  approximately  $12  million  in 
civil  monetary  penalties  have  been  collected. 

To  ensure  that  States  are  conducting  surveys  in  accordance  with  explicit  criteria  and 
instructions,  a  pool  of  Federal  surveyors  performs  monitoring  surveys.  These 
surveyors  are  located  in  each  of  HCFA's  10  regional  offices.  HCFA  provides  States 
with  the  results  of  their  monitoring  surveys  as  part  of  the  regional  office  oversight  and 
quality  assurance  activities.  Federal  surveyors  also  provide  the  technical  assistance  to 
implement  any  recommended  improvements  to  the  survey  process. 
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Table  111-10  Direct  Survey  Budget  Estimates 


FY  1999 

MEDICARE  STATE  CERTIFICATION 


Facility  Type 

Universe 
Start  of 
the  Year 

Facilities 

FY  1998 
Universe 

Coverage 

Recert 
Surveys 

Total 
Surveys 

SNF  XVIII 

1,601 

118 

1,719 

100% 

1,601 

1,719 

SNF  XVIII/XIX 

13,887 

594 

14,481 

100% 

13,887 

14,481 

HHA 

11,551 

982 

12,533 

66% 

7,583 
144 

8,565 
152 

Non-Accredited 

1,442 

8 

1,450 

10% 

Accredited 

4,697 

0 

4,697 

5% 

235 

235 

Others  1/ 

17,209 

1.451 

18,660 

10% 

1.721 

3.172 

Total 

50,387 

3,153 

53,540 

25,171 

28,325 

Facility  Type 

Surveys 

Unit  Cost 

Budget 

SNF  XVIII 

1,719 

$12,986 

$22,322,934 

SNF  XVIII/XIX  21 

14,481 

$12,986 

$94,024,458 

HHA 

8,565 

$3,511 

$30,072,528 

Hospital 

387 

$3,516 

$1,360,868 

Others 

3.172 

$2,875 

$9,119,213 

Subtotal 

28,325 

$156,900,000 

Other  Direct  Costs  $3, 1 00,000 


Total  Direct  Survey  Cost  $  1 60,000,000 

1/  Includes  hospices,  physical  therapy  providers,  comprehensive  outpatient  rehabilitation  facilities,  x-ray 
units,  end-stage  renal  dialysis  facilities,  rural  health  clinics  and  ambulatory  surgical  centers. 

21  Cost  reflects  Medicare'.s  50  percent  share.  The  remaining  50  percent  is  funded  by  Medicaid. 
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Unit  Cost  Budget  Methodology 

HCFA  develops  cost  projections  for  survey  and  certification  workloads  by  means  of 
the  unit  cost  budget  methodology.  Through  this  methodology,  funds  are  allocated  to 
the  States'  survey  agencies  based  on  survey  time  and  survey  coverage  level  ' 
parameters.  States  are  paid  based  on  payment  guidelines  regarding  the  length  of  the 
different  surveys  for  the  various  provider  types  and  the  incidence  of  resurveying 
providers  already  participating  in  the  Medicare  and/or  Medicaid  programs. 

Recognizing  the  need  to  maximize  available  Federal  resources  for  the  State  Survey 
and  Certification  program,  HCFA  convened  a  workgroup  of  HCFA  and  State  survey 
agency  personnel.  This  workgroup  has: 

►  Refined  unit  cost  budget  methodology; 

*       Recommended  options  for  improvement; 

►  Conducted  an  analysis  of  State  expenditure  patterns  as  compared  to  workload 
and  survey  time  parameters  in  an  effort  to  identify  high-cost  States  and  factors 
attributable  to  variances  in  State  costs; 

►  Accepted  two  independent  variables  in  the  unit  cost  budget  calculations: 
State-mandated  civil  service  pay  rates  and  survey  travel  requirements. 
State-mandated  civil  service  pay  rates,  incorporating  a  range  of  surveyor 
disciplines,  were  collected  from  each  State  and  consolidated  into  a  data  base  of 
State  salaries.  Statistical  survey  travel  data,  collected  from  the  On-Line  Survey 
and  Certification  Reporting  System,  will  be  utilized  to  determine  acceptable 
travel  variances  for  each  State; 

►  Established  a  data  base  combining  State  costs  with  State  survey  data,  from 
which  unit  cost  calculations  may  be  tabulated  and  State  spending  patterns  may 
be  closely  monitored;  and, 

►  Implemented  professional-to-clerical  staffing  ratios  and  non-surveyor 
professional-to-surveyor  staffing  ratios  in  FY  1998.  The  efforts  of  the 
workgroup  over  the  past  years,  and  its  focus  on  the  unit  cost  budget 
methodology,  have  led  to  a  decrease  in  the  unit  costs  for  all  facility  types.  For 
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example,  the  unit  cost  for  a  long-term  care  (LTC)  survey  decreased  from 
514,793  in  FY  1994  to  $12,986  in  FY  1999.  Also,  HCFA  lowered  unit  costs 
for  home  health  agencies  (HHAs)  and  all  other  non-long  term  care  (NLTC) 
surveys  from  S4,769  in  FY  1992  to  53,511  in  FY  1999  and  from  53,587  in 
FY  1992  to  S2,875  in  FY  1999,  respectively.  The  workgroup  will  continue  its 
effort  to  develop  sound  and  efficient  national  survey  times  by  collecting  and 
applying  data  on  optimal  time  parameters  for  each  survey  element  as  derived 
from  the  pilot  tests  of  the  revised  long-term  care  survey  process. 

Efficiencies  in  Survey  and  Certification 

The  LTC  survey  process  has  been  redesigned.  The  redesign  involves  more  off-site 
preparation  time,  which  allows  for  a  more  focused  and  efficient  survey  with  fewer 
on-site  survey  hours.  As  a  result  of  this  redesign,  the  average  duration  of  a  LTC 
survey  was  reduced  from  125  to  120  hours. 

►        We  will  continue  to  train  surveyors  through  our  national  satellite 

video-conferencing  netwoik.  This  will  enable  us  to  better  facilitate  HCFA 
communications  with  regions,  provider  and  supplier  communities,  consumer 
groups  and  other  partners  in  the  health  care  industry.  This  network  will 
provide  a  uniform  presentation  through  the  wide  distribution  of  information. 
Efficiencies  will  be  realized  in  the  Survey  and  Certification  budget  as  travel 
and  training  costs  are  reduced. 

*■        We  are  implementing  the  Minimum  Data  Set  (MDS)  centralized  database  in 
the  long-term  care  area;  however,  we  intend  to  also  use  this  tool  in  other  areas, 
such  as  home  health  and  end-stage  renal  disease.  This  data  base  will  provide 
for  efficiencies  in  the  survey  process  as  this  system  will  be  used  by  HCFA 
regional  offices  to:  (1)  access  MDS  data  in  monitoring  the  States'  surv  ey 
performance;  (2)  develop  and  test  quality  indicators  for  conducting  research  on 
best  practices;  (3)  create  and  maintain  a  consumer  information  access  system: 
and,  (4)  use  in  health  policy  decision-making. 
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Authorizing  Legislation  -  Social  Security  Act,  Sections  1110,  1115,  1875  and  1881(a); 
Social  Security  Amendments  of  1967,  Section  402;  Social  Security  Amendments  of  1972, 
Section  222. 

Research  and  Demonstrations  Summary  Table 


Program 
(Dollars  in 
thousands) 

fv  \m 

Appropriation 

FY  1998 
Appropriation 

' ; 

FY  1999 
Estimate 

Total  Program 
Level 

$44,000 

$50,000 

$50,000 

Proposed  User 
Fees 

Appropriation/BA 

$44,000 

$50,000 

$50,000 

Facts  in  Brief 


►  Research  projects  remain  focused  on  supporting  HCFA  's  goal  to  measure,  assess  and 
improve  access  and  quality  of  care  for  Medicare  and  Medicaid  beneficiaries. 

►  Research  efforts  provide  development  of  data  to  better  understand  the  influences  and 
trends  in  areas  impacting  the  growth  in  Medicare  and  Medicaid  expenditures. 

*    Further  research  in  the  areas  of  health  care  prevention  and  access  will  focus  on 
maternal  and  child  health  and  preventive  care  as  areas  of  potential  improvements  in 
the  cost-effectiveness  of  care. 

►  The  market  research  initiative  is  currently  collecting  data  on  the  information  needs 
and  preferences  of  physicians,  hospitals,  and  managed  care  plans. 

►  Our  market  research  continues  to  examine  the  information  needs  of  the  general 
Medicare  population  and  subgroups  who  may  have  special  communication  needs,  as 
well  as  the  information  needs  and  preferences  of  health  care  providers. 
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Purpose  and  Method  of  Operations 

HCFA's  research  program  supports  research,  demonstration  and  evaluation  projects  to 
develop  and  implement  new  health  care  financing  policies  and  to  evaluate  the  impact  of 
HCFA's  programs  on  its  beneficiaries,  providers,  States,  and  its  other  customers  and 
partners.  Information  from  HCFA's  research  program  is  used  by  Congress,  the  Executive 
Branch  and  the  States  to  improve  the  efficiency,  quality,  and  effectiveness  of  the 
Medicare  and  Medicaid  programs. 

Accomplishments 

HCFA's  research,  demonstration  and  evaluation  (RD&E)  efforts  have  resulted  in 
significant  changes  in  the  administration  of  HCFA  programs  and  have  substantially 
affected  program  outlays  as  well  as  the  overall  structure  of  the  health  care  financing 
system. 

For  example,  Medicare's  prospective  payment  system  and  physician  fee  schedule  are  both 
products  of  HCFA's  research  program.  Assessments  indicate  that  these  reforms  are 
achieving  their  goals  of  improving  provider  management  and  efficiency,  without 
sacrificing  the  quality  of  care.  In  fact,  other  insurers  have  looked  to  Medicare  as  a  model 
when  designing  their  own  payment  methodologies.  As  part  of  its  current  RD&E 
activities,  HCFA  has: 

►  Developed  and  will  continue  to  test  an  outcome-based  quality  assurance  system  for 
Medicare  home  health  care.  We  expect  this  system  will  be  fully  implemented  for 
ongoing  programmatic  use  in  FY  1999. 

►  Developed  outcome-based  quality  indicators  for  use  in  revising  the  survey  process  for 
skilled  nursing  facilities  (SNFs).  The  new  indicators  and  quality  assurance  system 
now  being  pilot  tested  will  provide  HCFA  with  a  greater  ability  to  measure  quality  of 
care,  thereby  improving  beneficiary  health  status. 

►  Pioneered  methods  of  measuring  access  to  care  for  vulnerable  populations  with 
studies  documenting  potential  access  problems  among  vulnerable  subgroups,  such  as 
low-income  individuals  and  racial  minorities. 
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►  Conducted  a  demonstration  which  tested  the  feasibility  and  cost-effectiveness  of  a 
negotiated  package  price  for  coronary  artery  bypass  graft  surgery.  The  project 
resulted  in  lower  overall  program  costs,  greater  coordination  of  services  to  patients, 
and  reduced  paperwork  for  beneficiaries.  HCFA  is  building  on  the  success  of  this 
demonstration  in  testing  new  bundled  payment  approaches  in  the  Centers  of 
Excellence  and  Provider  Partnership  demonstrations. 

►  Investigated  how  State  Medicaid  programs  could  best  participate  in  the  nation's 
evolving  health  care  system  through  the  use  of  Statewide  health  care  reform  waivers. 
HCFA  has  approved  demonstrations  in  17  States  and  they  have  been  implemented  in 
15  States.  These  waivers  permit  States  to  implement  innovative,  cost-effective 
managed  care  delivery  systems  and  to  expand  eligibility  to  uninsured  populations. 
One  result  has  been  the  coverage  of  approximately  8  million  previously  uninsured 
persons. 

►  Provided  grant  awards  to  Historically  Black  Colleges  and  Universities  to  conduct 
research  activities  focused  on  improving  access  to  and  use  of  health  care  services  by 
African  American  beneficiaries. 

►  Developed  innovative,  state-of-the-art  risk  adjustment  mechanisms  for  managed  care 
payment  systems,  monitoring,  and  evaluation.  Risk  adjustment  mechanisms  help 
HCFA  improve  access  to  care,  facilitate  enrollment  of  beneficiaries  into  managed 
care,  and  better  constrain  the  growth  of  program  expenditures. 

►  Continued  evaluations  of  numerous  managed  care  arrangements,  including  both 
Medicare  and  Medicaid  managed  care  programs.  Results  have  been  used  by  policy 
makers  at  all  levels  in  both  the  public  and  private  sectors. 

►  Developed  information  on  the  level  of  flu  immunizations  among  Medicare 
beneficiaries.  HCFA  is  using  this  information  nationally  and  regionally  as  part  of  our 
consumer  information  strategy  for  health  promotion  and  disease  prevention. 

►  Developed  information  on  the  level  of  mammography  use  among  women  in  the 
Medicare  program.  This  information  is  being  used  nationally  and  regionally  to 
promote  use  of  this  extremely  important  preventive  service. 

►  Conducted  market  research  on  the  information  needs  of  beneficiaries,  providers,  and 
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other  HCFA  partners  to  achieve  an  effective  communication  strategy.  The 
contractors  will  examine  what  information  these  groups  want  and  need  from  HCFA, 
and  how  such  information  can  best  be  communicated. 

►  Begun  sponsorship  of  the  National  Home  Health  Prospective  Payment 
Demonstration,  which  tests  two  alternative  methods  of  payment  to  home  health 
agencies  on  a  prospective  basis  for  services  furnished  under  the  Medicare  program. 
The  results  will  provide  one  source  of  information  which  can  be  used  in  shaping  the 
national  prospective  payment  system  mandated  in  the  Balanced  Budget  Act  of  1997 
(BBA). 

►  Begun  work  on  the  Multi-State  Nursing  Home  Case  Mix  Payment  and  Quality 
demonstration,  which  is  intended  to:  lead  to  a  combined  Medicare  and  Medicaid 
nursing  home  payment  and  quality  monitoring  system;  enhance  access  to  care; 
improve  the  equity  and  predictability  of  payment  amounts;  streamline  the  payment 
and  quality  processes;  and,  ultimately  improve  the  quality  of  patient  care.  The 
system  is  being  tested  in  skilled  nursing  facilities  (SNF)  in  Kansas,  Maine, 
Mississippi,  New  York,  South  Dakota,  and  Texas.  Information  from  this 
demonstration  will  be  used  in  developing  the  prospective  payment  system  for  SNFs 
mandated  in  BBA. 

FY  1999  Initiatives 

The  FY  1999  estimate  for  funding  HCFA's  Research,  Demonstration  and  Evaluations 
activity  (RD&E)  is  $50  million.  The  RD&E  program  supports  HCFA's  key  role  as  a 
beneficiary-centered  purchaser  of  the  highest  quality  health  care  at  the  lowest  possible 
cost.  This  role  will  require  development,  implementation  and  evaluation  of  a  variety  of 
innovative,  new  demonstration  projects  as  weii  as  expanded  efforts  to  evaluate  the 
effectiveness  of  HCFA's  current  programs.  Our  RD&E  supports  activities  under  the 
following  four  major  research  themes: 

Monitoring  and  Evaluating  Health  System  Performance  ($16.3  million) 

In  understanding  the  current  payment  and  serv;^  delivery  systems,  HCFA  will  determine 
how  to  provide  affordable,  quality  health  care  to  beneficiaries.  Improvements  to  current 
systems  require  a  comprehensive  assessment  of  alternative  health  care  financing  methods. 
Only  by  taking  a  comprehensive  review  of  present  approaches  and  an  examination  of  new 
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designs  can  HCFA  accomplish  its  goal  to  improve  the  efficiency  and  fairness  of  health 
care  financing.  Effective  management  of  the  Medicare  program  requires  the 
development,  design,  and  testing  of  new  systems  to  monitor  and  evaluate  the  performance 
of  the  health  care  system. 

HCFA  will  conduct  several  major  initiatives  in  this  area: 

►  The  Medicare  Current  Beneficiary  Survey  (MCBS),  a  continuous  and  multipurpose 
survey  of  a  representative  sample  of  the  Medicare  population,  supports  HCFA  in 
monitoring  and  evaluating  the  Medicare  program.  The  MCBS  provides 
comprehensive  and  timely  information  on  Medicare  beneficiaries'  use  of  health  care 
services  and  total  reimbursements  for  those  services  distributed  by  sources  of 
payment.  We  have  expanded  the  MCBS  sample  of  managed  care  enrollees  to  provide 
more  information  on  these  beneficiaries. 

The  MCBS  permits  HCFA  to  monitor  the  financial  effects  of  changes  in  the  Medicare 
program,  develop  reliable  and  current  information  on  use  and  costs  of  services  not 
covered  by  Medicare,  as  well  as  obtain  information  on  the  sources  of  payment  for 
costs  of  covered  services  not  assumed  by  Medicare. 

►  Development  of  clinically-based  indicators  to  measure  differences  in  access  to  health 
care  for  Medicare  beneficiaries. 

►  Evaluation  of  the  impact  of  managed  care  on  access  to  care,  costs  of  services,  and  the 
quality  of  the  care  received. 

HCFA  will  undertake  evaluations  of  the  effects  of  welfare  reform  on  the  Medicaid 
program.  These  evaluations  will  focus  on  three  populations:  legal  and  illegal 
immigrants;  disabled  children;  and  women  and  children  previously  in  Aid  to  Families 
with  Dependent  Children  (AFDC).  Studies  will  include: 

►  Building  data  sets  to  recognize  disabled  children  or  legal  immigrants,  linking  to 
Social  Security  Administration  data. 

►  Analyzing  longitudinal  trends  in  Medicaid  eligibility  with  and  without  the  effects  of 
welfare  reform. 


1-55 


473 


Program  Management 


►  Monitoring  and  evaluating  access  to  and  use  of  long-term  and  chronic  care  services 
such  as  Home  Health  Agencies  (HHAs),  Skilled  Nursing  Facilities  (SNFs)  and 
hospices. 

►  Evaluating  access  to  and  use  of  services  by  the  work-disabled  populations  in 
Medicare  and  Medicaid. 

►  Analyzing  changes  in  health  service  utilization  patterns  with  and  without  the  effects 
of  welfare  reform  (for  example,  do  children  still  receive  the  same  services  for  mental 
health?). 

►  Collecting  additional  information  from  employers  and  providing  more  detailed 
information  on  private  sector  coverage.  This  data  will  also  support  evaluations  of  the 
effects  of  the  Health  Insurance  Portability  and  Accountability  Act  (HIPAA)  on  the 
insured  and  employer  groups. 

HIPAA  gives  HCFA  many  new  responsibilities  and  workloads.  Major  new  activities 
required  by  HIPAA  include: 

►  A  study  on  the  effectiveness  of  the  health  insurance  reforms  and  a  study  of  the  extent 
to  which  patients  have  direct  access  to  and  choice  of  health  care  providers; 

►  Evaluation  of  the  implementation  of  the  HIPAA; 

►  Evaluations  of  HCFA's  programs  to  monitor  how  successfully  HCFA  is  performing 
its  role  as  a  beneficiary-centered  purchaser  of  care;  and, 

►  Development  of  new  databases  to  study  access,  use,  and  outcomes  of  Medicare 
entitlements. 

Improving  Health  Care  Financing  and  Delivery  Mechanisms  ($14.5  million) 

The  need  to  constrain  rising  costs  and  improve  efficiency  in  both  the  Medicare  and 
Medicaid  programs  requires  the  development  of  the  next  generation  of  financing  and 
delivery  systems.  HCFA  will  continue  to  develop,  implement  and  evaluate  new 
demonstrations  to  determine  innovative  and  more  efficient  ways  to  finance  and  deliver 


1-56 


474 


Health  Care  Financing  Administration 


health  care  sen-ices  to  HCFA  beneficiaries.  At  the  same  time,  current  research  and 
demonstrations  will  continue  to  refine  HCFA's  existing  payment  mechanisms. 

HCFA  continues  to  assess  payment  reform  aimed  at  reducing  costs  and  improving  access 
to  care  through  both  the  competitive  bidding  and  the  pricing  demonstrations  currently 
underway.  Research  analysis  has  been  invaluable  in  determining  the  effectiveness  and 
appropriate  payment  levels  for  laboratory  sendees  and  durable  medical  equipment. 
Evaluation  efforts  in  these  areas  have  played  an  important  role  in  addressing  the 
traditional  fee-for-senice  delivery  system  and  the  impact  of  extending  the  benefits  of 
managed  care  plans  to  more  beneficiaries. 

HCFA  will  continue  research  and  demonstrations  aimed  at  reducing  costs  and  improving 
diverse  areas  of  access: 

*  HCFA  will  continue  research  and  demonstrations  to  dev  elop  and  improve  risk 
adjustment  methodologies  and  new  payment  models  for  managed  care. 

►  The  Participating  Centers  of  Excellence  demonstration  will  replace  separate  fee-for- 
senice  payments  to  physicians  and  hospitals  with  capitated  payments  for  the  entire 
medical  costs  associated  with  certain  expensive  medicaL  surgical  procedures,  such  as 
knee  and  hip  replacements. 

*  The  Physician  Provider  Partnership  demonstration  and  the  Group  Volume 
Performance  Standards  (GVPS)  demonstration  will  test  improved  incentives  for 
efficiency  within  the  Medicare  fee-for-senice  payment  system  for  physicians. 

►  HCFA  will  continue  development  of  new  prospective  payment  systems  for  home 
health  agencies,  skilled  nursing  facilities,  rehabilitation  facilities  and  hospital 
outpatient  departments. 

►  HCFA  will  initiate  new  research  to  improve  our  understanding  of  Medicare  post- 
acute  care  patients  and  senice  patterns,  and  developing  of  new  payment  models  for 
post-acute  care. 

►  The  Medicare  Graduate  Medical  Education  demonstration  will  test  how  teaching 
hospitals  can  make  educational  innovations  and  downsize  residency  programs  while 
maintaining  their  senice  delivery  roles. 
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►  HCFA  will  continue  research  to  facilitate  the  maintenance  of  current  payment 
systems.  Research  and  data  development  activities  include  geographic  indices  of 
provider  wages,  malpractice  expenses,  and  other  costs,  and  basic  economic  data 
concerning  health  care  sector  performance. 

Meeting  the  Needs  of  Vulnerable  Populations  ($11.3  million) 

HCFA's  research  and  demonstration  projects  continue  to  focus  on  ways  of  meeting  the 
health  care  needs  of  our  most  vulnerable  beneficiaries,  including  issues  of  access, 
delivery  systems,  and  financing.  Initiatives  include: 

►  Studying  the  needs  of  and  services  for  special  populations. 

►  Monitoring  and  evaluating  Statewide  health  care  reform  demonstrations,  which 
provide  States  with  increased  flexibility,  allowing  them  to  expand  Medicaid  coverage 
to  new  populations  while  controlling  Federal  health  care  expenditures. 

►  Developing  innovative  payment  and  delivery  models  to  improve  access  to  care  in 
rural  areas.  The  Medicare  telemedicine  demonstration  will  assist  HCFA  in 
developing  Medicare  payment  policies  for  teleconsultation. 

►  Developing,  in  partnership  with  States  and  providers,  demonstrations  testing 
integrated  delivery  systems  for  the  Medicare-Medicaid  dual  eligible  populations. 

►  Testing  managed  care  approaches  for  the  chronically  ill  and  disabled,  such  as  the 
second  generation  Social  HMO  demonstration.  The  ESRD  Managed  Care 
demonstration  will  test  whether  managed  care  can  '~prove  care  for  ESRD  patients. 

Improving  Consumer  Choice  and  Health  Status  ($2.9  million) 

The  use  of  HCFA  data  and  other  information  to  improve  beneficiaries'  ability  to  make 
more  informed  health  care  choices,  both  in  the  plans  they  select  and  in  the  services  they 
use,  is  part  of  a  long-term  commitment  to  improve  communication  with  our  beneficiaries. 
Activities  include  research  to: 

►  Help  providers  and  beneficiaries  assess  medical  treatment  options. 
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►  Assist  beneficiaries  in  choice  of  health  care  plans. 

►  Provide  information  on  health  prevention  and  treatment  approaches  to  improve 
beneficiaries'  health  status. 

Balanced  Budget  Act  Research  Initiatives  ($5.0  million) 

In  addition  to  the  activities  described  above,  these  funds  will  be  used  to  support  RD&E 
activities  mandated  by  the  Balanced  Budget  Act  (BBA),  such  as: 

►  Evaluation  of  the  Medical  Savings  Account  (MSA)  demonstration. 

►  Evaluation  of  the  competitive  pricing  demonstration. 

►  Evaluation  of  the  Part  B  Competitive  Bidding  Demonstration. 

►  Development  of  a  prospective  payment  system  for  rehabilitation  hospitals. 
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Appropriated  levels  (dollars  in  thousands)  for  the  last  5  fiscal  years  have  been  as  follows: 


Fiscal 
Year 

1994 

Basic 
Research 

$43,250 

AoA 
Fraud  & 
Abase 
\  Volunteer 
Program 

Rural 
Health 
Care 
Transition 

$21,112 

EACH/ 
RPCH 

$4,608 

ICA  Craats 

$9,920 

Karal  Health 
Network 
Reform 

$1,700 

1995 

$45,146 

$17,584 

$2,000 

$10,036 

1996 

$40,000 

$13,100 

1997 

$42,000 

$2,000 

1998 

$50,000 

A  table  of  funding  for  congressionally  mandated  activities  from  FY  1997  through 
FY  1999  follows: 

Congressional  Mandates 
(dollars  in  thousands) 


Program 

FY  1997 

FY  1998 

FY  1999 

Basic  Research 

$11,900 

$8,000 

$6,000 

AoA  Fraud  &  Abuse 

$2,000 

$0 

$0 

BBA  RD&E 

$0 

$0 

$5,000 

Total,  Congressional  Mandates 

$13,900 

$8,000 

$11,000 
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Budget  by  Program  Areas 
FY  1997-1999 


Program  Areas 

FY  1997 

FY  1998 

FY  1999 

Administration  on  Aging  Fraud  &  Abuse 

$2,000,000 

$0 

Medicare  Current  Beneficiary  Survey 
(MCBS)  ** 

S9.900.000 

$1 1.000.000 

$11,000,000 

Basic  Kesearcn  Activity: 

Mon.  jring  &  Evaluating  Health  S\vem 
Performance 

$3,:o6.:oo 

$4,600,000 

$5,300,000 

a 

New 

$547,500 

$2,750,000 

$4,100,000 

b.  Continuations 

$2,658,500 

$1,850,000 

$1,200,000 

Improving  Health  Care  Financing  &  Delivery 

a.  New 

b.  Continuations 

si ~k  nnn 
$3,400,000 
$10,002,000 

$6,850,000 
$9,600,000 

s;  i  d  snn  nnn 
$5,600,000 
$8,900,000 

Meeting  the  Needs  of  Vulnerable  Populations 

« l  -j  {.a-)  ooo 

~>  1  J,07Z,UUU 

ci  i  i^n  nnn 

a 

New 

$s  ssn  nnn 

«4  4nn  nnn 

b 

Continuations 

$11,557,000 

$7,750,000 

$6,950,000 

Improving  Consumer  Choice  &  Health  Status 

$1,800,000 

$4,650,000 

$2,850,000 

a 
b 

New 

Continuations 

$631,000 
$1,169,000 

$4,000,000 
$650,000 

$1,500,000 
$1,350,000 

Subtotal:  Basic  Research  Activity 

$32,100,000 

$39,000,000 

$34,000,000 

a.  New 

b.  Continuations 

$6,713,500 
$25,386,500 

$19,150,000 
$19,850,000 

$15,600,000 
$18,400,000 

Balanced  Budget  Act  RD&E 

$0 

$5,000,000 

Total  Research.  Demonstrations,  and 
Evaluations 

$44,000,000 

$50,000,000 

$50,000,000 

**Although  MCBS  is  considered  a  separate  program  area,  it  does  support  the  activity  of 
monitoring  and  evaluating  health  system  performance  so  that  the  total  for  that  activity 
from  all  program  areas  is  $16.3  million  in  FY  1999. 
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Administrative  Costs 


Authorizing  Legislation  -  Reorganization  Act  of  1953. 


Administrative  Costs  Summary  Table 


FY  199? 
Appropriate* 

FY199S 
Policy 

FY  1999 
Estimate 

increase  or 
Decrease 

Total  Program  Level 

334,872,000 

365,066,000 

455,800,000 

+90,734,000 

Proposed  User  Fees 

0 

0 

36,700,000 

+36,700,000 

Appropriation/ 
Budget  Authority 

334,872,000 

365,066,000 

419,100,000 

+54,034,000 

Full-Time  Equivalents 

4,085 

4,002 

4,217 

+215 

Facts  in  Brief 


►  The  Administrative  Costs  budget  provides  funds  for  the  staff  and  operations  of 
HCFA  to  administer  the  Medicare,  Medicaid  and  Children 's  Health  Insurance 
programs. 

►  HCFA  s  staff  of  4,21 7  employees  serves  over  73  million  beneficiaries.  This  is 
about  one  employee  for  every  1 7, 000  beneficiaries. 

-        The  Administrative  Costs  budget  of  $455, 800, 000  represents  just  slightly  over  one- 
tenth  of  one  percent  of  total  benefit  costs,  which  pre  $329,000,000,000. 

►  In  FY  1998  HCFA  spent  approximately  $4,819.00  in  Medicare  and  Medicaid 
benefits  per  beneficiary. 

►  The  FY  99  Administrative  Costs  budget  represents  an  administrative  cost  of 
approximately  $6.34  per  Medicare  and  Medicaid  beneficiary. 

►  HCFA 's  data  bases  represent  the  Nation 's  largest  and  most  complete  source  of 
health  care  information.  The  data  center  is  utilized  by  all  of  HCFA  and  its  agents 
for  everything  from  processing  Medicare  claims  to  research. 
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Purpose  and  Method  of  Operations 

This  section  discusses  the  Federal  Administration  portion  of  HCFA's  program 
management  request.  The  agency  is  requesting  a  total  of  $455,800,000  for  this  activity  in 
FY  1999.  This  funding  level  is  to  come  from  two  sources:  $419,100,000  is  requested  via 
appropriated  discretionary  budget  authority  and  $36,700,000  is  to  be  provided  via  user 

fees. 

The  Medicare  and  Medicaid  programs  ensure  the  health  care  security  of  over  73  million 
beneficiaries.  The  Administrative  Costs  budget  provides  funds  for  the  staff  and 
operations  of  HCFA  to  administer  these  programs.  Compared  to  the  over  $329  billion  in 
benefit  outlays  in  FY  1999,  the  Administrative  Costs  budget  represents  just  slightly  over 
one  tenth  of  one  percent  of  total  program  costs.  Although  small  in  proportion  to  total 
program  spending,  these  administrative  costs  are  integral  to  the  operation  of  Medicare 
and  Medicaid. 

Funding  for  Administrative  Costs  allows  4,217  HCFA  employees  to  execute  the 
Government's  responsibilities  in  continuing  Medicare  and  Medicaid  services.  These 
FTEs  provide  operational  support  to  Medicare  contractors,  State  agencies,  providers, 
beneficiaries,  and  the  general  public,  with  an  emphasis  on  continuous  improvement  in  the 
way  we  do  business.  About  1,453  HCFA  employees  work  ir  '  0  cities  around  the  country 
providing  front-line  support  by  dealing  directly  with  stakeholders  and  beneficiaries. 
Approximately  2,764  HCFA  employees  working  in  Baltimore,  Maryland  and 
Washington,  D.C.,  provide  funds  to  Medicare  contractors;  develop  more  efficient 
operating  systems;  manage  programs  to  fight  fraud,  waste,  and  abuse;  develop  cost- 
effective  health  care  purchasing  approaches;  monitor  contractor  performance;  and  assist 
States  with  Medicaid  issues.  This  request  represents  an  increase  of  65  FTEs  for  oversight 
of  activities  pertaining  to  the  HIPAA. 

HCFA's  goal  is  to  ensure  that  our  beneficiaries  receive  high-quality  services,  delivered  in 
a  timely  fashion,  in  appropriate  settings,  and  at  the  lowest  possible  cost. 

Rationale  for  the  Budget  Request 

HCFA  employees  are  responsible  for  carrying  out  the  essential  Federal  role  in 
administering  the  Medicare  program.  The  FY  1999  request  for  HCFA's  administrative 
budget  seeks  to  restore,  in  part,  the  erosion  in  discretionary  funding  that  has  occurred 
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while  the  Medicare  program  has  continued  to  grow  and  new  demands  have  emerged,  such 
as  implementation  of  new  legislation  and  costs  related  to  expansion  of  managed  care. 
This  request  will  allow  HCFA  to  meet  the  needs  of  a  growing  beneficiary  population  and 
an  increasingly  complex  health  care  delivery  system. 

This  funding  level  will  support  a  functional  workforce  (personnel  compensation,  rent, 
postage,  telephone  costs,  transportation,  travel,  supplies,  and  training)  and  maintain 
critical  funding  for  data  systems. 

►  Personnel  Compensation  and  Benefits  -  $322.6  million 

The  FY  1999  budget  estimate  includes  $322.6  million  to  support  4,217  FTEs.  Major 
increases  from  the  FY  1998  estimate  include  $2.2  million  for  the  impact  of  the 
2.8  percent  FY  1998  average  locality  and  general  pay  increase;  $7.4  million  for  the 
FY  1999  3.1  percent  general  and  locality  pay  raise;  $4.8  million  for  employee 
promotions/career  ladders;  $13.3  million  for  215  additional  FTEs;  and,  $5.6  million 
increase  in  employee  benefit  costs  (including  the  increases  due  to  the  aforementioned 
changes.) 

►  Rent,  Communications,  and  Utilities  -$31.1  million 

The  FY  1999  budget  estimate  for  rent,  communications,  and  utilities  is  $31.1  million. 
This  includes  $25.2  million  to  fund  space  rental  for  HCFA's  single  site  facility,  HCFA's 
10  regional  offices,  and  the  Washington,  D.C.  buildings. 

The  remaining  $5.9  million  funds  communications  and  utility  costs.  This  amount 
includes  $3.7  million  for  local  telephone  costs,  $1.5  million  for  postage,  and  $750,000  for 
data  communication  line  charges. 

►  Land  and  Structures  -  $9.6  million 

The  land  and  structure  request  of  $9.6  million  provides  funding  to  pay  the  General 
Service  Administration's  bill  for  principal  and  interest  on  44  construction  loans  for  the 
single  site  building. 
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►  Travel  -  $7.0  million 

The  FY  1999  budget  estimate  includes  $7.0  million  to  fund  a  number  of  travel 
requirements,  including  survey  and  certification  activities,  onsite  visits  for  Medicare 
Contractor  audits  and  oversight  visits. 

•>       Transportation  of  Things  -  $225,000 

The  FY  1999  budget  estimate  includes  $225,000  for  transportation  of  things.  This 
amount  includes  funding  for  the  Agency's  government  vehicles,  parcel  post,  overnight 
mail,  freight,  moving  employee  bc^c-gings  in  permanent  change  of  duty  station  tr^^ers, 
and  the  physical  movement  of  furniture  and  supplies. 

►  Printing  and  Reproduction  -  $2.9  million 

The  FY  1999  estimate  includes  $2.9  million  for  printing.  This  amount  provides  funding 
for  printing  of  brochures  that  assist  beneficiaries  in  selecting  health  care  plans;  lock-in 
notices  that  inform  beneficiaries  of  their  initial  enrollment  in  managed  care  programs; 
various  Medicare/Medicaid  guides,  the  Federal  Register,  Congressional  Record 
materials,  and  other  printed  forms  and  manuals. 

►  Data  Systems  -  $8.0  million 

The  FY  1999  budget  estimate  includes  $8.0  million  to  fund  HCFA's  ongoing  data 
systems  requirements  at  the  HCFA  Data  Center.  The  Medicare  Contractor  budget  will 
fund  the  remaining  HCFA  Data  Center  costs  ($18.5  million)  that  support  Medicare  claims 
processing  activities. 

HCFA  has  the  primary  responsibility  for  establishing  and  maintaining  data  bases  that 
represent  the  Nation's  largest  and  most  complete  source  of  health  care  information.  In 
FY  1999,  our  data  bases  will  contain  information  on  health  care  utilization  for  over 
73  million  Medicare  and  Medicaid  beneficiaries.  Our  employees  strive  to  make  HCFA's 
data  systems  a  model  for  cost-effective  collection,  storage,  transmission,  and  management 
of  data,  including  security  and  privacy  features. 
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>  Other  Services  -  $62.6  million 

The  FY  1999  budget  estimate  includes  $62.6  million  for  other  services.  This  amount 
includes  $20.7  million  for  BBA;  $15.0  million  for  millennium;  $10.9  million  for 
contracts;  $10.5  million  for  HIPAA;  $3.2  million  for  initial  enrollment  packages; 
$2.0  million  for  training;  and,  $321,000  for  consultants. 

Ongoing  activities  accomplished  at  least  partially  through  contracts  include,  but  are  not 
limited  to:  HIPAA;  BBA;  the  Government  Performance  Results  Act;  HMO/CMP 
Reconsiderations;  Practicing  Physicians  Advisory  Counsel;  beneficiary  minority 
outreach/communication  programs;  consulting  services;  contracts  designed  to  detect  fraud 
and  abuse,  and  build  quality  in  the  Medicaid  program;  community  rate  assessments;  and 
other  financial  management  requirements  to  assure  managed  care  plan  are  efficient, 
effective,  and  of  high  quality. 

Other  funding  requirements  include  general  facilities  activities  that  support  the  daily 
operation  of  HCFA's  headquarters  and  regional  offices.  This  includes  building 
maintenance  and  repairs,  legal  advertisements,  medical/health  services,  job  orders, 
machine  repairs,  guard  contracts,  mail  room  services,  the  Baltimore/D.C.  shuttle,  and 
contract  training  costs. 

*        Purchases  of  Goods  and  Services  from  Government  Accounts  -  $6. 1  million 

The  FY  1999  request  reflects  $6.1  million  for  purchases  of  goods  and  services.  This 
includes  $1.3  million  for  interagency  agreements.  Additionally,  it  includes  $4.8  million 
in  mandatory  funding  for  the  Office  of  the  Secretary's  program  support  center,  formerly 
known  as  the  service  and  supply  fund.  These  funds  are  used  to  support  activities  that 
principally  include  personnel  and  payroll  systems,  financial  management  services, 
regional  mail  support,  EEO  complaint  investigations,  and  many  other  services  related  to 
administrative  support  operations.  This  includes  funding  for  the  physical  move  of  several 
HCFA  regional  offices. 

►  Supplies  and  Materials  -  $1.2  million 

The  FY  1999  budget  estimate  includes  $1.2  million  for  general  office  supplies  and 
materials  for  HCFA's  central  office  and  10  regional  offices. 


1-67 


484 


Program  Management 

*        Equipment -$35 1,000 

The  FY  1999  budget  estimate  includes  $351,000  for  equipment.  This  amount  provides 
funding  to  support  data  systems  equipment,  furniture,  copiers,  regional  office  equipment, 
and  replacement  of  miscellaneous  items. 

Millennium  Activity 

HCFA  has  committed  to  achieving  Year  2000  compliance  for  all  its  mission  critical 
external  systems  and  internal  systems  by  December  31,  1998.  However,  achieving  this 
objective  will  not  end  HCFA's  work  of  ensuring  that  our  systems  will  work  effectively 
and  correctly  in  handling  dates  of  Year  2000  and  beyond. 

During  CY  1999,  we  will  be  making  periodic  changes  to  our  systems  for  a  variety  of 
reasons.  Some  of  these  changes  will  likely  be  prompted  by  legislation,  others  will  be 
required  to  implement  new  pricing  schedules,  and  others  will  be  made  to  achieve 
efficiencies  and  improvements  in  the  Medicare/Medicaid  programs.  As  these  changes  are 
made,  we  plan  to  recertify  these  systems  for  Year  2000  compliance  to  ensure  that  no  new, 
but  non-compliant,  code  has  been  introduced  into  these  systems. 

Despite  our  best  efforts,  we  cannot  ensure  that  all  commercial,  off-the-shelf  software 
(COTS)  that  we  use  will  be  made  Year  2000  compliant  by  December  31,  1998. 
(Actually,  to  permit  our  testing  and  certification  as  part  of  our  integrated  testing  processes 
in  CY  1998,  we  would  need  compliant  COTS  software  well  before  December,  1998.) 
Consequently,  we  will  have  to  rerun  our  tests  during  1999  as  all  COTS  products  are 
received  in  their  compliant  versions. 

In  addition,  we  cannot  assure  that  all  our  trading  partners,  especially  States  and  other 
Federal  agencies,  will  be  sending  compliant  data  to  us  as  of  December  1998.  Thus,  we 
will  continue  to  face  a  number  of  changes  during  CY  1999  as  our  trading  partners  come 
into  compliance  on  their  systems.  At  such  times,  we  will  have  to  modify  and  retest  some 
of  our  interface  software  to  accommodate  the  activities  of  these  trading  partners. 

Finally,  we  have  a  wide  variety  of  historical  files,  which  we  intend  to  convert  during 
CY  1999.  These  files  are  only  used  periodically  and  it  is  not  crucial  that  they  be 
converted  by  December  31,  1998.  Thus,  we  will  use  1999  to  complete  the  more  critical 
aspects  of  these  file  conversions.  It  is  quite  possible  that  we  could  even  defer  some  of 
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these  conversions  to  CY  2000.  The  FY  1999  millennium  request  for  HCFA's  internal 
systems  is  $15.0  million. 

Medicare 

HCFA  employees  are  responsible  for  carrying  out  the  limited  but  essential  Federal  role  in 
administering  the  Medicare  program  serving  an  estimated  39  million  beneficiaries.  To 
accomplish  this  task  we  work  with: 

►  783,000  physicians  and  other  practitioners; 

►  40,000  State  Agency  employees; 

►  22,000  private  insurance  company  employees  who  process  Medicare  claims; 

►  6,000  hospitals;  and, 

►  1,600  employees  of  53  Peer  Review  Organizations. 

HCFA  has  fundamental  responsibilities  to  fight  fraud,  waste,  and  abuse  in  the  Medicare 
program,  ensure  the  quality  of  care  provided  to  beneficiaries,  pay  claims,  and  continue  to 
improve  Medicare  program  operations.  The  following  sections  describe  some  of  the  most 
crucial  functions  HCFA  employees  perform  every  day. 

Health  Insurance  Portability  and  Accountability  Act  of  1996 

►  Health  Insurance  Portability  and  Accountability  Act  (HIPAA)  -  $15.5  million 

The  FY  1999  Administrative  Costs  estimate  includes  $15.5  million  to  support  HCFA's 
implementation  of  provisions  associated  with  HIPAA.  The  majority  of  this  funding  will 
support  HIPAA  insurance  reform  provisions  including  State  enforcement,  as  well  as  other 
HCFA  program  integrity  efforts. 

In  1996,  major  legislation  was  passed  placing  an  even  heavier  workload  on  HCFA's 
employees  -  the  Health  Insurance  Portability  and  Accountability  Act  of 
1996  (P.L.  104-91).  This  sweeping  legislation  not  only  improves  the  portability  and 
continuity  of  health  insurance  coverage  for  individuals  and  groups,  but  it  is  also  directed 
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at  combating  fraud  and  abuse  in  the  health  care  market,  improving  access  to  long-term 
care  services,  and  simplifying  the  administration  of  health  insurance.  All  of  these 
activities  directly  impact  HCFA's  work  as  a  beneficiary-centered  purchaser  of  health  care 
services,  thereby  further  increasing  the  funding  pressures  on  HCFA's  administrative 
budget. 

Balanced  Budget  Act  of  1997  (BBA) 

Balanced  Budget  Act  (BBA)  -  $30.5  million 

The  FY  1999  estimate  includes  $30.5  million  tc  support  HCFA's  implementation  of  BBA 
requirements.  Funding  requested  will  support  HCFA's  efforts  in  certifying  and 
monitoring  additional  managed  care  plans  under  the  Medicare+Choice  program,  and  costs 
associated  with  administering  the  Child  Health  program.  In  addition,  FY  1999  funding 
will  support  the  implementation  of  the  BBA  requirement  to  inform  beneficiaries  of  their 
right  to  obtain  an  itemized  statement,  each  time  HCFA  distributes  summary  notices  of 
health  care  services  to  beneficiaries. 

Enactment  of  BBA  has  fundamental  and  far  reaching  changes  in  HCFA's  programs,  as 
well  as  significant  increases  in  HCFA's  steadily  growing  program  workloads.  HCFA's 
changing  and  increasing  workloads  are  clearly  evidenced  through  BBA  provisions 
including  Medicare+Choice,  Medicare  Savings  Accounts,  the  new  State  Children's 
Health  Insurance  Program,  and  States'  Health  Insurance  reform  -  just  to  mention  a  few. 
HCFA  has  underway  an  integrated  planning  process  to  manage  and  control  BBA  efforts. 

Claims  Payment 

Processing  claims  for  Medicare  health  insurance  benefits  is  fundamental  to  the  operation 
of  the  Medicare  program.  HCFA  employees  are  ultimately  responsible  for  ensuring  that 
payments  are  made,  through  Medicare  contractors,  for  medically  appropriate  and  covered 
services.  HCFA  also  ensures  that  these  services  are  provided  to  eligible  beneficiaries  by 
qualified  providers.  Payments  will  be  made  for  almost  one  billion  Medicare  claims  in 
FY  1998.  This  massive  claims  volume  reinforces  the  importance  of  HCFA's  continuous 
reevaluation  of  efficient  operational  policies  and  practices  to  ensure  that  Medicare  claims 
are  processed  in  an  accurate  and  consistent  marker. 


1-70 


487 


 Health  Care  Financing  Administration  

Managed  Care  Services 

Educating  and  informing  Medicare  and  Medicaid  beneficiaries  about  their  managed  care 
options  will  continue  to  be  a  HCFA  priority.  HCFA  is  moving  forward  with  several 
major  activities  that  will  directly  address  the  education  and  information  needs  of  our 
beneficiaries. 

"Medicare  Compare",  HCFA's  Medicare  managed  care  comparison  data  base  is  expected 
to  be  re-released  on  the  HCFA  consumer  website,  medicare.gov.  This  is  a  user-friendly, 
interactive  and  comprehensive  data  base  containing  comparative  cost,  benefit,  and 
premium  information  on  Medicare  managed  care  plans  in  the  U.S.  By  accessing  the 
medicare.gov  home  page,  or  the  hcfa.gov  home  page,  HCFA  Regional  Office  (RO)  staff, 
state-based  beneficiary  health  advisory  services,  advocacy  groups,  and  beneficiaries 
themselves  can  quickly  and  easily  access  plan  information.  Medicare  Compare  will  be 
updated  periodically  to  ensure  access  to  the  latest  available  information  on  Medicare 
managed  care  plan  options.  The  dissemination  of  this  information  in  an  easy  to 
understand  format  assists  beneficiaries  in  making  informed  choices  about  their  managed 
care  options,  including  benefits,  costs,  and  quality  of  care  among  health  care  options. 
Additional  information  about  plans'  relative  performance  on  HEDIS®  quality  measures 
and  member  satisfaction  data  will  be  added  to  the  public  data  base. 

Providing  access  to  this  type  of  information  complies  with  the  BBA  provision  concerning 
informed  choice.  HCFA  will  continue  to  work  with  local  partners  such  as  the  state-based 
beneficiary  health  advisory  services  to  more  effectively  inform  beneficiaries  in  their 
communities  about  the  available  managed  care  options,  through  outreach,  education,  and 
information  efforts.  In  the  past,  HCFA  has  developed  a  training  module  and  video  for 
beneficiary  health  advisory  services  counselors  which  explains  the  Medicare  managed 
care  program  and  addresses  common  misconceptions  and  areas  of  confusion  between 
managed  care  and  fee-for-service  options.  HCFA  plans  to  provide  additional  information 
and  training  to  all  local  partners  relative  to  BBA  and  Medicare  Plus  Choice. 

HCFA  has  been  very  successful  in  using  focus  groups  and  other  mechanisms  to  increase 
beneficiaries'  overall  understanding  of  managed  care  procedures  and  practices.  In 
addition  to  educating  beneficiaries  and  advocacy  groups,  we  have  designed  pamphlets 
and  other  documents  to  help  beneficiaries  better  understand  the  differences  between  fee- 
for-service  Medicare  and  Medicare  managed  care  plans.  The  mailing  of  comparison  data 
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required  under  the  BBA  should  also  help  beneficiaries  better  understand  their  health  care 
options. 

HCFA  has  been  particularly  effective  in  improving  Medicare  beneficiaries'  knowledge  of 
their  managed  care  appeal  rights.  OIG  surveys  demonstrate  that  the  proportion  of 
Medicare  beneficiaries  who  have  a  good  understanding  of  their  managed  care  appeal 
rights  has  increased  in  three  years  from  75  percent  to  a  current  rate  of  86  percent.  In  order 
to  ensure  that  Medicare  beneficiaries  are  knowledgeable  about  their  grievance  and  appeal 
rights,  HCFA  requires  that  each  plan  include  details  about  those  issues  in  the  handbook 
and  plan  materials  that  are  provided  to  enrollees.  Any  time  a  Medicare  managed  care 
plan  enrollee  is  denied  a  service,  the  plan  is  required  to  provide  the  individual  information 
about  the  beneficiaries'  right  to  appeal  the  plan  decision.  HCFA  supports  a  72-hour  time 
limit  for  plans  to  make  coverage  decisions  on  life  threatening  conditions,  and  regulations 
were  issued  in  April  1997  to  establish  new  "expedited  appeals"  requirements  for 
Medicare  managed  care  contractors.  If  the  beneficiary  is  still  unsatisfied  after  the  initial 
appeal  to  the  managed  care  plan,  it  is  sent  to  our  reconsiderations  contractor.  FY  1999 
funding  for  this  contract  is  expected  to  be  $2.5  million. 

HCFA  has  released  the  "National  Marketing  Guidelines  for  Medicare  Managed  Health 
Care  Plans."  This  document  represents  the  culmination  of  a  1  14  year  joint  project  between 
the  government,  senior  advocacy  organizations,  and  the  man"  ^ed  care  industry  to  clarify 
and  simplify  the  regulation  of  managed  health  care  marketing  activities  to  Medicare 
beneficiaries.  The  guidelines  provide  a  uniform  code  of  acceptable  marketing  practices 
that  can  be  applied  on  a  national  basis  to  managed  care  entities  participating  in  the 
Medicare  program.  These  guidelines  ensure  that  Medicare  beneficiaries  receive 
marketing  material  that  is  consistent,  accurate,  and  timely.  In  addition,  these  guidelines 
clarify  our  policies  regarding  promotional  materials,  value  added  services,  and  marketing 
through  health  care  providers. 

HCFA  will  continue  to  examine  how  we  can  improve  the  way  we  pay  Medicare  HMOs. 
It  is  important  to  continuously  analyze  better  and  more  cost  effective  ways  of  paying 
managed  care  organizations.  HCFA  has  implemented  certain  BBA  provisions  that 
modify  and  revise  the  AAPCC  rate.  These  changes  made  in  reimbursement 
methodologies  make  contracting  in  previously  under  served  areas  of  the  country  more 
attractive  to  the  managed  care  industry.  Blended  rates  and  "ground  floor"  payment  levels 
are  some  examples  of  attempts  to  make  it  safer  and  more  attractive  for  managed  care 
entities  to  provide  services  in  previously  under  served  areas  of  the  country. 
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Processing  Medicare  managed  care  plan  applications  will  also  continue  to  be  a  very 
important  HCFA  function.  This  is  a  prime  reason  why  HCFA  is  proposing  a  user  fee  for 
processing  these  applications.  As  the  program  sustains  a  steady  pace  of  enrollment 
growth,  it  will  be  critical  to  keep  processing  applications  thoroughly  and  in  a  timely 
manner.  Quick  and  accurate  processing  will  help  to  increase  the  number  of  health  care 
plan  choices  available  to  Medicare  beneficiaries. 

Managed  Care  Quality 

HCFA  is  committed  to  ensuring  that  all  beneficiaries  have  appropriate  access  to  quality 
health  care  services.  As  part  of  our  commitment  to  quality  care,  we  are  conducting  an 
annual  nationwide  survey  of  Medicare  beneficiaries  enrolled  in  managed  care  plans  about 
their  experience  in  obtaining  care  through  their  plan.  This  initiative,  called  the  Medicare 
Consumer  Assessment  of  Health  Plans  Study  (Medicare  CAHPS),  asks  beneficiaries 
about  their  satisfaction  with  various  aspects  of  plan  performance,  including  access  to  and 
quality  of  care.  Survey  responses  will  be  summarized  by  plan  and  made  available  to  the 
public  to  help  beneficiaries  make  more  informed  choices  among  managed  care  plans.  In 
addition,  we  will  provide  plan-specific  and  area-speciftc  tabulations  of  Medicare  CAHPS 
data  back  to  the  health  plans  to  assist  them  with  quality  improvement  activities. 

HCFA  ir  ;n  the  process  of  developing  a  Quality  Improvement  System  for  Managed  Care 
(QISMIC).  This  system  will  include  a  new  set  of  quality  standards  and  reviewer 
guidelines  for  managed  care  that  focus  on  demonstrable  and  measurable  improvement 
through  the  use  of  various  performance  measures.  This  differs  from  the  current  process 
which  focuses  more  on  the  actual  monitoring  and  structural  elements  of  quality  assurance. 
A  secondary  objective  of  QISMIC  is  to  merge  Medicare  and  Medicaid  standards  into  the 
same  set  of  standards. 

Medicare  risk  and  cost  health  maintenance  organizations  (HMOs)  are  providing  HCFA 
with  performance  measures  on  quality,  utilization,  and  other  domains  from  the  Health 
Plan  Employer  Data  and  Information  Set  (HEDIS®).  We  are  using  HEDIS® 
performance  data  for  the  purposes  of  plan  accountability,  quality  improvement  and 
consumer  information.  HEDIS®  also  promotes  the  standardization  of  health  plan 
reporting  across  public  and  private  sectors. 

HCFA  is  continuing  its  work  with  the  Foundation  for  Accountability  (FAcct),  a 
public-private  purchaser  and  consumer  coalition  for  quality  improvement.  This  nonprofit 
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group  has  developed  outcome  measures  for  value  purchasing  and  health  plan 
accountability.  FAcct  also  constructed  a  consumer  information  model,  designed  to 
educate  the  public  in  making  informed  decisions  when  choosing  a  health  plan. 

Independent  studies  have  found  that  Medicare  beneficiaries  that  enroll  in  Medicare 
managed  care  plans  report  high  satisfaction  with  the  quality  of  services  received.  Even 
though  beneficiaries  report  a  high  level  of  satisfaction,  this  level  of  quality  varies,  and  it 
is  important  for  consumers  to  be  informed  so  that  good  health  care  choices  can  be  made. 
It  is  crucial  to  maintain  this  high  level  of  satisfaction  and  to  provide  beneficiaries  with  the 
necessary  comparative  plan  information. 

Beneficiary  Services 

►  Understanding  Beneficiaries'  Health  Care  Needs 

Direct  and  continuous  contact  with  our  partners  and  beneficiaries  will  enable  HCFA  to 
provide  clear  and  useful  information  to  beneficiaries  about  programs,  services,  and  health 
care  choices.  HCFA  continues  to  improve  its  understanding  of  the  health  care  needs  of 
beneficiaries  by  strengthening  communications  with  contractors,  States,  field  offices,  and 
beneficiary  groups. 

*       Customer  Interaction 

The  Medicare  toll-free  lines  have  proven  invaluable  in  providing  service  to  our  primary 
customer— the  beneficiary.  The  emphasis  of  this  interaction  with  beneficiaries  is  not  only 
to  respond  to  their  immediate  communication  needs,  but  to  provide  a  low-cost  alternative 
to  other  communication  formats.  Informed  beneficiaries  and  customers  make  better 
treatment  choices  and  improve  HCFA's  ability  to  respond  to  customer  needs. 

►  Research  Activities 

HCFA's  Research,  Demonstration,  and  Evaluation  Program  will  continue  to  support 
projects  that  provide  information  to  beneficiaries  and  support  the  development  of 
information  systems  that  provide  health  plans  and  health  care  providers  with  more 
information  on  consumer  preferences  and  needs. 
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►  Data  Systems 

HCFA  has  the  primary  responsibility  for  establishing  and  maintaining  data  bases  that 
represent  the  Nation's  largest  and  most  complete  source  of  health  care  information.  In 
FY  1999,  our  data  bases  will  contain  information  on  health  care  utilization  for  73  million 
Medicare  and  Medicaid  beneficiaries.  Our  employees  strive  to  make  HCFA's  data 
systems  a  model  for  cost-effective  collection,  storage,  transmission,  and  management  of 
data,  including  security  and  privacy  features. 

Quality  Assurance 

HCFA's  goal  is  to  ensure  that  our  Medicare  and  Medicaid  beneficiaries  receive  the 
highest  quality  health  care  possible.  HCFA's  emphasis  on  protecting  the  health  and 
safety  of  beneficiaries  is  evidenced  by  our  thorough  oversight  of  Medicare  providers. 
HCFA's  quality  oversight  extends  not  only  to  hospitals  but  also  to  nursing  homes,  HHAs, 
ESRD  facilities,  hospices,  and  all  other  facilities  where  services  are  provided  to  Medicare 
and  Medicaid  beneficiaries.  The  following  are  some  of  the  important  duties  HCFA 
performs  to  meet  our  goal: 

►  Survey  and  Certification 

HCFA,  working  through  State  agencies,  surveys  hospitals,  HHAs,  nursing  homes, 
hospices,  dialysis  centers,  and  a  variety  of  other  providers  for  compliance  with  Medicare 
and  Medicaid  health  and  safety  requirements. 

HCFA  continues  to  develop  quality  indicators  that  will  allow  health  and  safety  standards 
to  focus  heavily  on  patient  outcomes  rather  than  on  a  provider's  "paperwork"  compliance. 
This  effort  will  promote  efficiencies  for  health  care  facilities,  and  assure  the  most 
effective  health  care  for  beneficiaries. 

►  Information  Systems 

HCFA  is  investing  in  systems,  such  as  minimum  data  set  (MDS),  that  monitor  quality 
standards  in  order  to  educate  individual  providers  about  their  current  performance  and 
assist  them  in  their  efforts  to  improve  the  effectiveness  of  their  services.  This  will  allow 
for  ongoing,  year-round  monitoring  of  providers'  performance  rather  than  just  snapshots 
of  overall  performance  derived  from  a  periodic  survey. 
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Medicaid 

HCFA  employees  serve  a  pivotal  oversight  role  in  monitoring  the  planning,  development, 
and  implementation  of  Medicaid  program  operations  in  our  regional  offices  and  State 
Medicaid  agencies.  HCFA  employees  operate  through  a  series  of  flexible  partnerships 
with  States,  emphazig  provision  of  technical  assistance  in  implementing  State  program 
waivers.  Also,  HCFA  employees  administer  the  State  Medicaid  grants  process  to  provide 
for  administrative  and  program  payments  to  States,  including  budget  preparation  by 
States. 

HCFA  employees  perform  many  Unctions  to  ensure  our  beneficiaries  receive  xhe  best 
health  care  possible.  Some  of  those  duties  are  performed  directly,  while  others  are 
conducted  through  oversight.  These  include: 

►  Oversight  of  the  Program 

HCFA  works  through  the  states  to  facilitate  the  prudent  purchase  of  health  care  by 
program  beneficiaries  and  other  customers.  In  achieving  this  goal,  HCFA  partners  with 
states  and  others  through  open  discussion,  dialogue,  and  continuous  participation.  HCFA 
serves  as  the  focal  point  for  all  branches  of  government  for  the  Medicaid  program.  In  this 
role,  HCFA  is  in  the  unique  position  to  collect,  identify,  and  distribute  best  practices 
among  and  between  our  partners. 

►  Medicaid  Management  Information  System 

The  Federal  Medicaid  Program  requires  Medicaid  programs  to  operate  a  Federally 
certified  Medicaid  management  information  system.  This  system  improves  Medicaid 
program  management  by  maintaining  a  system  for  generating  budgetary  and  statistical 
reports  and  a  surveillance  and  utilization  review  subsystem  to  help  identify  abusive  or 
fraudulent  practices  by  recipients  and  providers. 

¥        Training  for  Skilled  Medical  Personnel 

HCFA  employees  are  committed  to  assuring  that  Medicaid  provides  quality  health  care. 
Training  for  the  Medicaid  program's  skilled  professional  medical  personnel  allows  these 
staff  to  be  qualified  in  state-of-the-art  medical  care.  Skilled  medical  personnel  include 
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physicians,  dentists,  nurses,  and  other  specialized  personnel  who  have  professional 
education  and  training  in  the  field  of  medical  care  or  appropriate  medical  practice. 

►  Beneficiary  Services 

HCFA  employees  work  with  States  to  ensure  Medicaid  beneficiaries  are  informed  of  their 
available  health  care  options  and  benefits.  These  efforts  are  essential  to  the  efficient  and 
cost-effective  utilization  of  Medicaid  resources. 

HCFA  employees  continue  to  assist  States  with  managed  care  enrollment,  marketing, 
contract  management,  and  other  activities  to  ensure  plans  are  serving  beneficiaries 
properly. 

HCFA  employees  actively  seek  and  encourage  beneficiary  input  as  we  develop  Medicaid 
policy. 

►  Program  Payments  to  States 

Although  States  have  considerable  flexibility  in  establishing  their  Medicaid  programs, 
HCFA  provides  the  grants  to  States  for  Medicaid.  In  addition  to  administering  the  State's 
grant  process,  HCFA  employees  provide  assistance  to  States  in  several  other  ways 
including  developing,  operating,  and  managing  a  program  for  evaluating  the  performance 
of  Medicaid  State  agencies  and  fiscal  agents. 

►  Quality  Assurance 

HCFA  employees  perform  several  activities  ranging  from  monitoring  Medicaid  program 
performance  to  coordinating  Medicaid  health  quality  activities  with  the  Public  Health 
Service  and  other  national  organizations. 

HCFA  employees  continuously  work  to  strengthen  the  ability  of  State  agency  partners  to 
improve  the  quality  of  care  and  quality  of  life  for  beneficiaries. 

►  Partnership  with  States 

HCFA  works  in  partnership  with  the  States  on  Medicaid  eligibility,  coverage,  and 
payment  activities.  HCFA's  partnership  role  is  increasingly  evident  in  the  State  Medicaid 
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Section  1915(b)  and  section  1115  Medicaid  waiver  process.  Also,  HCFA  provides 
technical  assistance  to  States  and  other  interested  groups  on  all  special  Medicaid 
initiatives. 

HCFA  provides  actuarial  and  economic  expertise  on  the  Medicaid  program  to  other 
government  agencies. 

HCFA  assists  States  in  developing  programs  to  better  meet  the  beneficiaries'  needs  for 
home  and  community-based  services,  as  well  as  to  meet  the  needs  for  child  health, 
maternai  health,  beneficiaries  with  disabilities,  and  services  for  vulnerable  population 
groups. 

Funding  Summary 

Funding  for  HCFA's  Administrative  Costs  program  during  the  last  five  years  has  been  as 
follows: 


Federal  Administration  Funding  Summary 


Fiscal  Year 

Funding  Level 

FT£  Ceiling 

1994 

$346,836,000 

4,186 

1995 

$353,494,000 

4,129 

1996 

$327,894,000 

4,100 

1997 

$334,872,000 

4,085 

1998 

$365,066,000 

4,002 
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HCFA  -  Information  Technology 
Investment  Process 


The  Clinger-Cohen  Act  requires  each  Federal  agency  to  establish  "a  process  for 
maximizing  the  value  of  assessing  and  managing  the  risks"  of  information  technology 
(IT)  acquisitions  and  information  systems  initiatives.  The  focus  of  HCFA's  IT 
investment  process  is  designed  to  ensure  that  HCFA  plans  for  and  effectively  manages  IT 
investments  to  accomplish  agency  business  objectives.  It  is  also  designed  to  address  the 
requirements  of  the  Clinger-Cohen  Act.  The  process  integrates  the  agency's  strategic 
information  technology  systems  planning  and  budget  development  and  execution 
processes,  and  ensures  that  we  are  managing  and  evaluating  our  systems  technology 
investments  against  specific  performance  measures. 

HCFA  plans  to  continue  to  use  a  phased  implementation  approach  to  this  new  investment 
process.  Phase  I,  to  be  implemented  in  FYs  1997-1998,  has  three  objectives:  integration 
of  the  agency's  planning,  budget  development,  and  budget  execution  for  strategic 
information  technology  systems;  focused  review  and  analyses  of  "major"  IT  investments 
(discussed  below)  in  accordance  with  OMB  guidance,  including  the  development  of  an 
agency  Capital  Assets  Plan;  and  implementation  of  an  on-going  monitoring  process  to 
effectively  manage  IT  investments.  In  Phase  II,  to  be  implemented  during  FYs  1998- 
1999,  and  in  time  for  the  development  of  the  FY  2000  budget  request,  we  plan  to  move 
forward  with  full  implementation  of  the  IT  investment  process  for  all  IT  investments  in 
the  agency. 

The  investment  process  is  comprised  of  two  major  components: 

►  Investment  Planning:  Within  the  context  of  HCFA's  Strategic  Plan  goals  and 
objectives,  HCFA  must  determine  the  Agency's  strategic  and  tactical  IT 
investments.  The  5-year  IRM  plan,  which  will  include  the  agency's  target  IT 
infrastructure,  provides  the  context  for  this  investment  planning;  and  discusses  the 
major  business  drivers  and  IT  initiatives. 

►  [NOTE:  HCFA's  IT  architecture  is  currently  under  development.  HCFA  has 
established  a  systems  integrator  contract  to  help  us,  through  the  use  of  business 
function  modeling  and  enterprise  architecture  modeling  approaches  and  tools,  in 
developing  our  target  IT  architecture,  based  on  HCFA's  business  drivers.  Systems 
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integration  efforts  will  support  our  transition  planning  to  achieve  HCFA's  target  IT 
architecture,  and  identify  opportunities  for  business  process  reengineering,  as  well 
as  assessment  and  mitigation  of  project  risk.] 

►  Investment  Review  and  Management:  Within  the  strategic  framework  of  the  IRM 
Plan,  HCFA  plans  to  prioritize  and  select  (fund)  those  investments  most  crucial  to 
meet  the  agency's  business  objectives;  and  then  we  must  effectively  manage  these 
investments. 

The  investment  review  and  management  process  outlined  below  integrates  project 
selection,  control,  and  post-implementation  evaluation.  The  major  highlights  of  this 
process  are: 

Investment  Selection 

►  Uses  a  two-level  investment  review  board  structure  (the  Financial  Management 
Investment  Board;  which  makes  investment  recommendations  to  the  Executive 
Council— and  is  co-chaired  by  HCFA's  CIO  and  CFO  for  IT  investment  review 
discussions)  to  make  investment  decisions.  HCFA  will  also  rely  on  cross- 
functional  analysis  teams  and  standardized  qualitative  and  quantitative  assessment 
criteria  to  support  the  decision-making  process. 

►  Uses  a  two-step  review  process  for  IT  investments: 

1 .  Approval  of  the  concept  based  on  an  assessment  that  the  mission 
need/benefit  warrants  further  development  of  the  concept  into  an 
investment  proposal. 

2.  Approval  of  the  investment  proposal  (with  full  documentation  of  return-on- 
investment  analysis,  risk  assessment,  performance  measures,  and 
compatibility  with  HCFA's  technology  architecture). 

-Step  1  is  designed  to  identify  those  proposals  that  are  not  critical  to  the  success  of 
the  agency's  business  objectives,  and  focus  the  agency's  IT  staff  resources 
(systems  engineering,  data/database  administration,  etc.)  on  those  investment 
needs  judged  by  the  Financial  Management  Investment  Board  (FMIB)  and 
Executive  Council  to  be  most  critical  for  agency  success. 
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The  process  also  minimizes  the  preparation  of  unnecessary  paperwork  by  requiring 
only  the  information  needed  for  the  decision  to  be  produced  by  the  project  owner. 
At  the  concept  approval  step,  the  required  information  focuses  on  mission  impact: 
the  business  need  which  will  be  addressed  by  the  investment,  the  benefit 
(improved  service,  program  savings)  which  will  result,  the  impact  of  not  making 
the  investment,  and  the  need  for  HCFA  to  be  the  responsible  entity  undertaking  the 
effort. 

At  the  investment  approval  step,  the  investment  proposal  is  subjected  to  a  rigorous 
review  process  designed  to  ensure  that  there  is  a  clear  return  on  investment 
(defined  in  qualitative  or  quantitative  measures),  that  the  risks  of  the  investment 
have  been  fully  documented  and  will  be  managed  effectively,  that  there  are  clear 
performance  (both  output  and  outcome;  measures  to  monitor  the  progress  and 
success  of  the  investment,  and  that  the  technology  solution  proposed  for  the 
investment  is  compliant  with  and  can  be  supported  by  the  agency's  IT  architecture. 

Investment  Control/Monitoring 

►  The  Project  Implementation  and  Evaluation  phase  subjects  all  approved  IT 
investments  to  on-going  monitoring  and  management  oversight  to  ensure  that 

in-  :stments  are  managed  effectively  over  their  life-cycle.  This  phase  requires  on- 
going reporting  of  project  progress  against  performance  measures  (including 
earned  value),  and  feedback  of  this  management  reporting  into  subsequent 
investment  review  decisions,  i.e.,  continue  the  investment,  make  adjustments,  or 
terminate. 

►  Our  project  monitoring  will  be  graded,  based  on  the  nature  of  the  investment; 
Complex,  and  mission-critical  investments  will  undergo  focused  review  and 
monitoring,  with  less  complex  and  smaller  investments  subject  to  less  intensive 
central  oversight. 

Post-Implementation  Evaluation 

Another  aspect  of  the  Project  Implementation  and  Evaluation  phase  is  our  focus  on  post- 
implementation  assessment  of  investments.  Three  essential  questions  provide  the  focus 
of  this  phase: 
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►  How  well  did  the  investment  achieve  its  performance  measures  (both  output  and 

outcome)? 

►  Are  subsequent  investments  warranted  to  address  unmet  outcome  measures? 

►  What  lessons  learned  warrant  refinements  in  the  process? 
Major  FY  1999  IT  Investments 

►  Millennium  Compliancy 

The  millennium  compliancy  project  is  a  HCFA-wide  effort  to  ensure  that  HCFA's 
internal  data  systems,  including  commercial-off-the-shelf  (COTS)  software,  and  external 
data  systems,  such  as  those  at  the  Medicare  fiscal  intermediaries  and  carriers,  are 
Year  2000  compliant.  This  project  is  critical  to  every  phase  of  HCFA's  mission.  It 
affects  every  system  on  every  platform,  both  internal  and  external.  The  ultimate  gauge  of 
success  or  failure  is  whether  HCFA  systems  continue  to  function  without  service 
interruption  in  the  Year  2000  and  beyond. 

Most  data  systems  (hardware  and  software)  use  2  digits  to  represent  the  year.  In  these 
systems,  the  year  2000  will  be  indistinguishable  from  the  year  1900.  To  mal'e  matters 
worse,  not  only  will  year  "00"  be  misinterpreted  as  year  1900,  but  calculations  and  ^^te 
comparisons  will  be  incorrectly  calculated. 

For  example:  2000  -  1999  =  1,  but  00  -  99  =  -99 
2000  is  greater  than  1999,  but  00  is  less  than  99 

This  can  cause  difficulties  in  such  areas  as  calculations  oi  age,  length  of  hospital  stay  or 
comparisons  of  entitlement  versus  dates  of  services  for  purpose  of  payment.  At  best,  the 
systems  might  read  year  "00"  and  simply  stop  processing;  at  worst,  the  systems  might 
produce  seemingly  appropriate  information  that  hides  fundamental  errors.  The  Year  2000 
problem  has  several  unique  features  that  make  it  unlike  any  prior  systems  redesign 
project.  First,  the  issue  is  pervasive  in  scope.  Given  the  complex  interrelationships  of 
HCFA,  its  fiscal  intermediaries  and  carriers,  Medicaid  State  agencies,  financial 
institutions,  health  maintenance  organizations,  and  providers  of  services;  and  the 
interdependence  of  these  entities'  data  systems  to  ensure  that  payments  for  health  care 
services  are  timely  and  accurately  made,  failure  on  the  part  of  one  of  these  key  links  to 
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have  millennium-compliant  systems  can  have  widespread  negative  impacts.  Second, 
HCFA's  data  systems  rely  extensively  on  date  fields  for  computation  of  benefits  and 
payment  operations.  Therefore,  the  conversion/recoding  effort  is  a  large  effort.  Finally, 
the  timeline  for  this  project  cannot  be  pushed  back;  January  I,  2000  will  not  be  delayed. 
We  will  not  have  to  wait  until  January  1,  2000  to  begin  experiencing  difficulties. 
Prospective  systems  dealing  with  future  data  may  potentially  fail  before  the  Year  2000, 
e.g.,  On-Line  Survey  and  Certification  Reporting  System,  Clinical  Laboratory 
Improvement  Amendments  of  1988,  Medicaid  drug  rebates,  etc. 

The  millennium  compliancy  project  began  in  November  1994.  The  goal  is  to  have  all  of 
the  ,.»~Jor  internal  and  external ~lems  compliant  by  December  1998.  This  gives  us  one 
year  for  testing  and  validating  all  necessary  conversions.  The  funding  requested  for 
FY  1999  is  to  complete  testing  and  validation,  and  to  make  any  final  systems  changes 
identified  as  a  result  of  the  validation  effort. 

►       Standard  System  Transitions 

Medicare  fee-for-service  claims  have  historically  been  adjudicated  and  processed  by 
Medicare  contractors  on  multiple  hardware  platforms  using  a  variety  of  commercially 
developed  software  programs.  HCFA  undertook  a  consolidation  of  processing  sites  and 
software  systems  as  part  of  an  effort  to  reduce  administrative  expenditures  for  redundant 
systems  and  hardware  and  to  reduce  the  complexity  of  conversions  to  modern  system 
software  technology.  HCFA's  transition  efforts  will  improve  fraud  and  abuse  detection 
through  the  use  of  standard  databases  and  edit  processes. 

In  FY  1996,  HCFA  selected  the  Florida  Shared  System  (FSS)  as  the  Medicare  standard 
for  Part  A  bill  processing  and  required  those  fiscal  intermediaries  using  other  Part  A 
systems  to  convert  their  processing  to  the  FSS.  These  systems  transitions  activities  have 
occurred  throughout  FY  1997  and  will  continue  in  FY  1998. 

In  April  1997,  HCFA  selected  the  Electronic  Data  System,  Inc.,  Medicare  Carrier  System 
(EDS-MCS)  as  the  standard  for  Part  B  claims  processing,  and  the  VIPS  Medicare  System 
(VMS)  as  the  standard  for  durable  medical  equipment  (DME)  claims  processing.  The 
majority  of  the  system  transition  to  the  EDS-MCS  will  occur  in  FY  1998  and  FY  1999. 
The  transition  to  the  VIPS- VMS  system  will  occur  in  FY  1998. 

Standard  system  transitions  activities  are  the  foundation  of  all  future  enhancements  to 
Medicare  operations,  especially  in  the  area  of  improving  the  reliability,  accountability  and 


1-83 


500 


Program  Management 

efficiency  of  Medicare's  payment  system.  They  provide  the  system  environment  that 
allows  HCFA  to  ultimately  improve  the  timeliness,  accuracy,  and  quality  of  customer 
service  to  beneficiaries  and  providers. 

Modification  of  the  Managed  Care  System  to  Support  Medicare+Choice 

The  Balanced  Budget  Act  of  1997  substantially  changed  the  Medicare  managed  care 
program: 

►  Expanding  the  types  of  coordinated  care  organizations  with  which  HCFA  could 
contract  to  provide  service:  to  beneficiaries:  health  maintenance  organizations, 
provider-sponsored  organizations,  preferred  providers  organizations,  religious 
fraternal  benefit  plans,  and  other  coordinated  care  plans  that  meet  the  Medicare+ 
Choice  standards; 

►  Establishing  annual  coordinated  enrollment  periods; 

►  Mandating  information  to  be  provided  to  Medicare  beneficiaries  in  conjunction 
with  the  annual  coordinated  enrollment  period.  Both  general  information  about  the 
Medicare  program,  e.g.,  covered  benefits  and  cost  sharing  under  the  fee-for-service 
program;  information  on  Medigap  and  Medicare  SELECT,  and  comparative 
information,  e.g.,  benefits  offered  by  different  plans,  premiums,  service  areas, 
quality  and  performance,  are  to  be  provided; 

►  Changing  the  payment  methodology  from  the  adjusted  average  per  capita  cost 
(AAPCC)  methodology  previously  used.  In  addition,  the  legislation  mandated  the 
establishment  of  a  risk-adjustment  of  payment  method  for  plans  by  2000;  and  the 
conduct  of  a  competitive  pricing  demonstration. 

Successful  implementation  of  these  changes  will  likely  require  changes  to  the  current 
managed  care  systems.  As  part  of  our  CAP,  we  will  be  planning  the  necessary  changes  in 
FY  1998  and  continuing  through  FY  1999. 

National  Development  of  Quality  Improvement  and  Evaluation  System  (QIES) 

QIES  is  an  information  system  that  HCFA  is  evaluating  to  collect  beneficiary-specific 
outcomes  of  care  and  provide  performance  data  across  a  multitude  of  delivery  sites,  such 
as  nursing  homes,  HHAs,  ESRD,  ICF/MRs,  rehabilitation  hospitals,  etc.,  for  use  to 
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improve  the  quality  and  cost  effectiveness  of  services  provided  by  the  Medicare  and 
Medicaid  programs.  QIES  will  provide: 

►  data  that  will  enable  State  survey  agencies  to  enhance  on-site  inspections,  as  well 
as  to  monitor  facility  performances  on  an  on-going  basis; 

►  data  in  provider  quality  improvement  activities  and  for  beneficiaries  and  their 
families  to  use  when  making  facility  health  care  choices; 

►  data  necessary  for  developing  and  implementing  case-mix  based  prospective 
payment  systems  for  both  Medicare  and  Medicaid: 

►  critical  information  that  will  be  needed  in  a  post-acute  care  prospective  payment 
system; 

►  information  to  facilitate  the  development  of  clinical  "best  practices"  and  the 
establishment  of  coverage  policy;  and, 

►  other  information  important  to  the  effective  implementation  of  HCFA's  quality 
improvement  strategy. 

A  major  advantage  of  the  QIES  system  is  that  it  will  allow  HCFA  to  integrate  its  two 
quality  improvement  agents,  the  State  survey  agencies  and  the  peer  review  organizations 
(PROs).  QIES  will  consist  of  databases  housed  in  the  States  and  HCFA  with  direct 
access  for  PROs  through  the  wide-area  network  already  established  as  part  of  the  PRO 
Standard  Data  Processing  System  (SDPS). 

QIES  builds  on  HCFA's  work  to  transform  the  survey  and  certification  process,  which 
relies  exclusively  on  on-site  surveys  to  ensure  the  quality  of  and  access  to  care  provided 
to  beneficiaries,  to  one  that  provides  for  a  data-driven  process  whereby  a  facility's 
performance  will  be  monitored  through  the  use  of  regularly  collected  patient-specific 
information.  The  first  step  in  this  process  was  the  collection  of  Minimum  Data  Set 
(MDS)  information  for  nursing  homes.  MDS  enables  HCFA  to  determine  what  types  and 
categories  of  facilities  need  the  most  oversight.  MDS  data  will  also  be  used  to  provide 
feedback  to  providers,  purchasers,  and  beneficiaries.  It  will  provide  data  to  PROs  to 
enable  them  to  expand  their  focus  beyond  acute  care  hospitals  into  nursing  home  settings. 
It  will  provide  data  that  will  enable  State  survey  agencies  to  enhance  inspection  activities 
as  well  as  support  nursing  home  quality  improvement  activities.  Moreover,  HCFA  will 
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be  able  to  more  fully  integrate  its  two  quality  improvement  agents  (the  State  agencies  and 
the  PROs).  It  will  also  provide  information  for  beneficiaries  for  use  in  making 
appropriate  health  care  choices.  The  MDS  database  will  be  critical  to  HCFA  and  the 
fiscal  intermediaries  (FIs)  in  implementation  of  a  case-mixed  payment  system  for  skilled 
nursing  facilities  (SNFs)  as  contained  in  the  Balanced  Budget  Act  of  1997. 

We  plan  on  MDS  consisting  of  data  bases  housed  in  the  States  and  HCFA,  with  direct 
access  for  PROs  through  the  wide-area  network  (WAN)  already  established  as  part  of  the 
SDPS.  It  will  have  the  capability  to  generate  quality  indicators  from  individual  and 
provider  specific  data  using  relational  data  bases  for  the  improvement  of  quality  across 
provider  settings.  MDS  will  be  linked  to  the  On'ine  Survey  Certification  and  Reporting 
(OSCAR)  uata  to  provide  a  complete  facility  quality  profile.  MDS  has  been  used  since 
1990  by  more  than  16,000  long-term  care  facilities  to  conduct  assessments  upon 
admission  of  a  resident,  and  periodically  thereafter.  A  regulation  requiring  facilities  to 
submit  MDS  data  to  States  is  under  review  within  the  Administration.  The  Balanced 
Budget  Act  of  1997  provides  the  Secretary  broad  authority  for  requiring  submission  of 
MDS  data. 

We  are  considering  using  MDS  to  serve  as  a  foundation  for  integrating  new  standardized 
instruments  without  the  overhead  of  building  parallel  systems.  It  will  be  built  in  an  open- 
systems  environment,  and  have  an  architecture  and  information  model  that  facilitates 
access  to  data  across  the  entire  enterprise.  In  addition,  built-in  security  will  to  protect 
individually  identifiable  data.  HCFA  will  have  the  capacity  to  ascertain  the  level  of  care 
in  a  given  facility  much  more  quickly  by  looking  at  the  quality  indicators  as  determined 
by  the  resident  assessment  tool.  This  will  allow  us  to  remedy  situations  of  poor  care 
faster  by  examining  trends  in  outcome  measures  and  by  recommending  specific  protocols 
to  eliminate  the  problems. 

In  addition,  HCFA  has  published  a  proposed  regulation  to  require  all  certified  home 
health  agencies  to  incorporate  a  core  standard  assessment  data  set  known  as  the  Outcome 
and  Assessment  Information  System  (OASIS)  into  their  comprehensive  patient 
assessments,  as  well  as  to  use  OASIS  information  as  part  of  an  integral  quality 
assessment  and  performance  improvement  program.  Other  clinical  assessment 
instruments  will  be  developed  and  incorporated  into  Q1ES  over  the  next  several  years. 

We  will  require  funding  in  FY  1999  for  a  number  of  activities  to  support  QIES: 
development  and  maintenance  of  a  telecommunications  network  to  ensure  timely  and 
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successful  receipt  of  the  data  at  both  the  State  level  and  HCFA;  and  development  and 
implementation  of  a  number  of  the  modular  system  components. 

National  Provider  System  (NPS) 

The  administrative  simplification  provisions  of  the  Health  Insurance  Portability  and 
Accountability  Act  (P.L.  104-191)  require  the  Secretary  to  adopt  a  standard  identifier  for 
health  care  providers  (individuals,  group  practices,  organizations)  for  use  in  the  health 
care  system.  Currently,  there  is  no  universally-accepted  provider  identification  and 
enumeration  system  in  use  throughout  the  country.  Providers  must  use  multiple 
identifiers  for  payers,  programs,  and  organizations  with  which  they  do  business.  Data  are 
not  reaaily  transportable  among  systems.  As  a  result,  the  problems  and  cost  of 
exchanging  data  are  substantial.  Federal,  State,  and  other  organizations  have  joined  in  an 
effort  led  by  HCFA  to  develop  the  following: 

►  National  Provider  Identifier  (NPI)-a  universal,  unique  identifier  for  individual 
practitioners,  groups,  and  other  organizations  that  provide  health  care  services; 

►  National  Provider  System  (NPS)--an  enumeration  system  to  assign  the  NPI,  build 
and  maintain  data  about  each  provider,  and  make  the  data  available  for  authorized 
uses.  The  primary  objectives  of  the  NPS  are  to  issue  one  unique  identifier  to  each 
provider.  To  be  practical  and  useful  to  subscribers  (e.g.,  health  care  plans  and 
payers),  the  NPS  must  provide  rapid  return  of  information  and  successful 
enumeration. 

A  regulation  is  under  development  which  would  designate  the  NPI  as  the  standard 
identifier,  and  would  discuss  the  operation  of  the  NPS.  We  will  require  funding  in 
FY  1999  to  develop  and  implement  the  NPS. 

Medicare  Customer  Service  Center  Initiative 

One  of  HCFA's  primary  business  objectives  is  the  goal  of  improving  customer  service  by 
providing  more  accurate  and  accessible  information  to  program  beneficiaries.  HCFA's 
current  customer  service  approach  to  responding  to  beneficiary  inquiries  is  a  patchwork 
of  call  centers  operated  by  contractors  and  agents,  including  regional  and  central  offices. 
Of  the  31.5  million  inquires  made,  beneficiaries  often  complain  about  being  forced  to 
work  their  way  through  a  maze  of  sources  to  obtain  answers  to  their  questions.  The 
questions  range  from  queries  about  what  benefits  are  available  to  them,  what  health  plan 
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options  exist  in  their  geographic  area,  how  to  replace  lost  Medicare  cards,  questions  about 
the  status  of  their  claim,  and  reports  of  suspected  waste,  fraud,  and  abuse. 

Evolving  information  technology  provides  new  and  improved  opportunities  for  providing 
information  to  beneficiaries  faster,  more  accurately,  and  often  more  efficiently 
effectively.  HCFA  plans  on  piloting  a  number  of  strategies  to  improve  customer  service 
through  better  technology,  including:  using  network  services  to  provide  a  single  point  of 
access  for  information  from  existing  agents/partners;  making  improvements  within  the 
current  structure—such  as  scripting  responses,  improved  training  for  customer  service 
representatives,  and  setting  customer  service  standards.  Moreover,  HCFA  plans  on 
developing  regional  call  centers  to  provide  a  single  source  of  general,  fee-for-service  and 
managed  care  information  to  Medicare  beneficiaries  through  a  consolidated  toll-free 
telephone  number.  In  addition,  customer  service  representatives  will  have  real-time 
access  to  on-line  data  systems  to  respond  to  beneficiaries'  questions. 

We  will  need  funding  in  FY  1999  to  continue  the  development,  piloting,  and  assessment 
of  these  customer  service  improvement  strategies. 

FY  2000  Budget  Formulation 

►  HCFA  IT  Baseline 

We  plan  to  use  the  FY  1998  funding  level  for  each  of  the  categories  below  to  serve  as  the 
baseline  for  FY  2000.  Baseline  IT  funds,  in  each  of  the  categories,  provide  the  resources 
(excluding  HCFA  FTEs)  necessary  to  maintain  HCFA's  computer  operations  and 
telecommunication  systems  at  current  levels  and  to  support  pay  telephone  charges.  The 
baseline  limits  will  be  increased  by  major  new  agency  initiatives. 

►  IT  Spending  Categories 

As  part  of  the  FY  2000  budget  formulation  process,  HCFA  intends  to  apply  baseline 
limits  to  the  following  IT  spending  categories: 

Infrastructure 

The  infrastructure  category  includes  HCFA  Data  Center  operations,  hardware  and 
software  maintenance  and  software  leases,  telecommunications  data  networks  and 
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telephone  services,  and  other  services  and  equipment  necessary  to  support  HCFA's  IT 
infrastructure. 

Administrative 

The  administrative  category  includes  continuation  and  upgrades  to  budget  and  accounting 
systems,  personnel  systems,  document  processing  systems,  Clinical  Laboratory 
Improvement  Amendments  of  1988  systems,  and  other  systems  used  for  program 
administration. 

Programmatic 

The  programmatic  category  includes  IT  costs  directly  attributable  to  our  programs.  The 
IT  costs  include  continued  operation  of  the  Medicare  1-800  service,  Medicaid 
Information  System,  contractor  systems,  PRO  systems,  Medicare  Integrity  Program 
systems,  research  systems,  and  Survey  and  Certification  systems. 

HCFA  plans  to  use  the  display  on  the  following  page  for  the  FY  2000  budget 
justification.  This  display  may  be  modified  as  the  new  IT  budget  formulation  process  is 
implemented. 
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IT  Investment  Categories 


Infrastructure 
Baseline 

Data  Center  Operations 
Hardware  and  Software  Maintenance 
Voice/Data  Infrastructure  Support 
Telephone  Services 
New  Initiatives 


Administrative 
Baseline 

Budget  and  Accounting  Systems 
Personnel  Systems 
Document  Processing 
CLIA  Systems 
New  Initiatives 
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Medicare  1-800  Service 
Medicaid  Information  System 
Transition  to  Future  Architecture 
Contractor  Systems 
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Medicare  Integrity  Program  Systems 
Research  Systems 
Survey  and  Certification  Systems 
New  Initiatives 
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The  display  is  based  on  the  three  investment  categories  defined  above.  For  each  category 
we  plan  to  list  baseline  costs  and  major  new  initiatives. 
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GRANTS  TO  STATES  FOR  MEDICAID 

Appropriation  Language 

For  carrying  out,  except  as  otherwise  provided,  titles  XI  and  XIX  of  the  Social  Security 
Act,  [$71,602,429,000]  $74,593,733, 000,  to  iemain  available  until  expended 

For  making,  after  May  3 1,  [19981  1999,  payments  to  States  under  title  XIX  for  the  last 
quarter  of  fiscal  year  [1998]  1999  for  unanticipated  costs,  incurred  for  the  current  fiscal 
year,  such  sums  as  may  be  necessary. 

For  making  payments  to  States  under  title  XIX  for  the  first  quarter  of  fiscal  year  [1999, 
$27,800,689,000]  2000,  $28,733,605,000  to  remain  available  until  expended. 

Payment  under  title  XIX  may  be  made  for  any  quarter  with  respect  to  a  State  plan  or  plan 
amendment  in  effect  during  such  quarter,  if  submitted  in  or  prior  to  such  quarter  and 
approved  in  that  or  any  subsequent  quarter. 
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GRANTS  TO  STATES  FOR  MEDICAID 
Language  Analysis 


Language  Provision 


Explanation 


For  carrying  out,  except  as  otherwise 
provided,  titles  XI  and  XIX  of  the  Social 
Security  Act,  $74,593,733,000  to  remain 
available  until  expended. 


For  making,  after  May  31,1 999,  payments  to 
States  under  title  XIX  for  the  last  quarter  of 
fiscal  year  1999  for  unanticipated  costs, 
incurred  for  the  current  fiscal  year,  such 
sums  as  may  be  necessary. 


This  section  provides  a  one-year 
appropriation  for  Medicaid.  This 
appropriation  is  in  addition  to  the  advance 
appropriation  of  $27.8  billion  provided  for 
the  first  quarter  of  FY  1999  under  the 
FY  1998  Department  of  Labor,  Health,  and 
Human  Services,  and  Education,  and  Related 
Agencies  Appropriations  Act.  Funds  will  be 
used  under  title  XIX  for  medical  assistance 
payments,  administrative  costs  and  under 
title  XI  for  demonstrations  and  waivers. 

This  section  provides  indefinite  authority  in 
the  last  quarter  of  fiscal  year  1999  to  meet 
unanticipated  costs. 
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Language  Analysis 


Language  Provision 


Explanation 


For  making  payments  to  States  under  title 
XIX  of  the  Social  Security  Act  for  the  first 
quarter  of  fiscal  year  2000,  $28,733,605,000 
to  remain  available  until  expended. 


This  section  provides  an  advanced 
appropriation  for  the  first  quarter  of  fiscal 
year  2000  to  ensure  continuity  of  funding  for 
the  Medicaid  program  in  the  event  a  regular 
appropriation  for  fiscal  year  2000  is  not 
enacted  by  October  1,  1999. 


Payment  under  title  XIX  may  be  made  for 
any  quarter  with  respect  to  a  State  plan  or 
plan  amendment  in  effect  during  such 
quarter,  if  submitted  in  or  prior  to  such 
quarter  and  approved  in  that  or  any 
subsequent  quarter. 


This  section  makes  clear  that  funds  are 
available  with  respect  to  State  plans  or  plan 
amendments  only  for  expenditures  on  or 
after  the  beginning  of  the  quarter  in  which  a 
plan  or  amendment  is  submitted  to  the 
Department  of  Health  and  Human  Services 
for  approval. 
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Authorizing  Legislation  -  Social  Security  Act,  Title  XIX,  Section  1901. 

Budget  Authority  By  Activity 
(Dollars  in  Thousands) 


Medicaid 

FY  1998 

FY  1999 

Activity 

Policy 

Estimate 

Medical  Assistance  Payments  (gross) 

$95,463,000 

$101,960,700 

Vaccinas  for  Children 

487,245 

566,278 

State  Administration 

5,209,314 

5,639,666 

Obligations  (gross) 

101,159,559 

108,166,644 

Unobligated  Balance,  Start  of  Year 

-6,890,359 

-5,522,222 

Unobligated  Balance,  End  of  Year 

5,522,222 

0 

Appropriation  Budget  Authority  (Gross) 

99,791,422 

102,644,422 

Transfer  from  Medicare  Part  B 

(200,000) 

(250,000) 

Total  Budget  Authority  (net) 

$99,591,422 

$102,394,422 

Facts  in  Brief 

>  One-  third  of  all  babies  born  in  the  United  States  are  covered  by  Medicaid. 

>  The  estimated  17.2  million  children  served  by  Medicaid  represent  one  out  of  every 
five  children  in  the  Nation. 

>  Medicaid  is  the  largest  insurer  of  long-term  care  for  all  Americans,  including 
those  in  the  middle  class.  Medicaid  covers  68  percent  of  nursing  home  residents 
and  over  50  percent  of  nursing  home  costs. 
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I.      Background  of  the  Medicaid  Program 

Title  XIX  of  the  Social  Security  Act  assists  States  in  providing  medical  care  to 
low-income  populations. 

In  general,  most  individuals  who  are  eligible  for  cash  assistance  under  the  Supplemental 
Security  Income  (SSI)  program,  or  who  met  the  income  and  resource  requirements  of  the 
Aid  to  Families  with  Dependent  Children  (AFDC)  cash  assistance  program  as  it  existed  in 
July  of  1996,  must  be  covered  under  the  State  Medicaid  program.  Medicaid  also  covers  a 
number  of  low-income  groups  including  qualified  Medicare  beneficiaries,  pregnant 
women  and  infants  and  children  who  meet  certain  eligibility  criteria.  At  their  option, 
States  may  also  cover  the  medically  needy.  Medically  needy  individuals  do  not  meet  the 
income  or  resource  standards  of  the  other  eligibility  groups,  but  incur  large  medical 
expenses. 

Title  XIX  requires  States  to  provide  a  minimum  benefit  package  including  hospital 
inpatient  and  outpatient  services,  comprehensive  health  screening,  diagnostic,  and 
treatment  services  to  children  under  2 1  years,  physician  services,  and  nursing  home  care 
for  individuals  aged  2 1  or  older.  States  may  also  elect  to  cover  additional  items  such  as 
drugs,  der.tal  care,  and  services  in  intermediate  care  facilities.  States  have  considerable 
flexibility  in  structuring  their  programs  within  broad  guidelines  established  by  the  Federal 
Government.  Therefore,  Medicaid  programs  can  differ  greatly  from  State  to  State. 

Grants  for  medical  assistance  are  made  to  States  and  jurisdictions  with  Medicaid  plans 
approved  by  the  Department  of  Health  and  Human  Services.  Including  the  Arizona 
waiver,  there  is  a  Medicaid  program  in  each  of  the  50  States,  the  District  of  Columbia, 
Puerto  Rico  and  the  territories. 

Medicaid  payments  are  made  directly  by  the  States  to  the  health  care  provider  or  health 
plan  for  services  rendered  to  recipients.  Providers  must  accept  the  State's  payment  as  full 
recompense.  By  law,  Medicaid  is  the  payor  of  last  resort.  If  any  other  party  (including 
Medicare)  is  legally  liable  for  services  provided  to  a  Medicaid  recipient,  that  party  must 
first  meet  its  financial  obligation  before  Medicaid  payment  is  made. 
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II.  Value-Based  Purchasing  Initiative 

The  focus  of  the  Medicaid  program  is  moving  from  paying  health  claims  to  purchasing 
high-quality  health  care  services.  The  goal  of  this  effort  is  to  protect  and  improve  the 
health  and  satisfaction  of  beneficiaries.  It  consists  of  collaborative  State-Federal 
Medicaid  purchasing  strategies  in  coordination  with  Medicare  and  private  sector  efforts. 
The  strategy  encompasses  fee-for-service  and  capitation  reimbursement  mechanisms; 
acute,  long-term,  and  continuing  care;  voluntary,  mandatory,  section  1915(b)  waivers, 
section  1115  waivers,  and  State  Plan  option  approaches. 

III.  Medicaid  Managed  Ca~e 

An  increasing  number  of  States  are  moving  their  Medicaid  populations  into  managed  care 
plans.  As  of  June  1997,  section  1915(b)  Medicaid  managed  care  or  "freedom  of  choice" 
waivers  were  in  effect  in  39  States  and  the  District  of  Columbia.  Almost  47  percent  of 
Medicaid  recipients  (around  15  million  individuals)  were  enrolled  in  some  form  of 
managed  care  as  of  June  1997.  One  particular  area  of  growth  has  been  in  waivers  for 
mental  health  and/or  substance  abuse  services.  As  of  January  1998,  there  were  16  of 
these  type  of  1915(b)  waivers  approved  with  three  more  applications  pending.  Another 
evolving  area  of  interest  to  States  is  managed  care  for  the  disabled  population 

As  a  result  of  this  trend  toward  managed  care  for  Medicaid  populations,  HCFA  must 
increase  its  efforts  to  ensure  high-quality,  cost-effective  health  care.  These  changes 
include  improvements  in  waiver  tracking  and  information  systems,  standardizing  and 
improving  waiver  review,  better  coordination  with  other  HHS  components,  and  better 
policy  development  and  technical  assistance  related  to  Medicaid  managed  care. 

Under  section  4701  of  the  Balanced  Budget  Act  of  1997,  with  certain  exceptions  for 
special  needs  children,  Medicare  beneficiaries  and  native  Americans,  States  will  no 
longer  have  to  seek  a  waiver  to  implement  mandatory  managed  care.  Under  section  4702 
of  that  Act,  primary  care  case  management  services,  are  added  as  an  optional  service  that 
States  may  provide. 
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IV.    Medicaid  Service  Growth 

As  displayed  in  the  table  on  page  II-8,  Medicaid  medical  assistance  payments  are 
projected  to  increase  $5.5  billion  from  $95.4  billion  to  $100.9  billion,  or  5.8  percent  from 
FY  1998  to  FY  1999.  The  fastest  growing  service  category  in  the  Medicaid  program  is 
the  health  insurance  payments  service  category.  This  category,  which  is  comprised 
primarily  of  premiums  paid  to  medical  managed  care  plans,  is  projected  to  grow  by  $2.5 
billion  or  15.5  percent  between  FY  1998  and  FY  1999. 

The  growth  in  the  health  insurance  payments  service  category  accounts  for  44.6  percent 
of  total  MAP  growth.  Insurance  payments  to  managed  care  organizations,  the  largest 
contributor  to  the  growth  in  this  category,  increased  by  $1.4  billion  from  FY  1998-1999 
and  represents  over  50  percent  of  the  growth  in  this  service  category. 

The  two  service  categories  projected  to  increase  faster  than  the  estimated  5.8  percent 
average  growth  rate  for  medical  assistance  payments  are  health  insurance  payments 
(15.5  percent)  and  the  institutional  alternatives  (8.1  percent)  services.  In  contrast,  the  five 
remaining  service  categories  are  estimated  to  grow  at  a  rate  below  the  projected 
5.8  percent  average  growth  rate.  These  differences  in  percentage  growth  rates  are  largely 
explained  by  shifts  in  how  services  are  paid  (i.e.,  shift  from  fee-for-service  to  prepaid 
capitated  rates)  and  in  where  ser  ices  are  delivered  (i.e.,  greater  reliance  on 
non-institutional  long-term  care  settings). 
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Estimated  Benefit  Service  Growth,  FY  1998  to  FY  1999 


Est 
FYI99S 
(5  h,  billions} 

Dollar 
Growth 
(Sin  baiiOHs) 

Percent 
Growth 

Percent 
of  Total 
Growth 

Health  Insurance  Payments  (Medicare  premiums, 
coinsurance  and  deductibles,  group  and  prepaid  health 
plans,  managed  care  organizations,  and  other  premiums) 

$15.9 

$2.5 

15.5 

44.6 

Long-Term  Care  (Nursing  Facilities,  Intermediate  Care 
Facilities  for  the  Mentally  Retarded) 

$25.6 

1.3 

5.0 

23.2 

Institutional  Alternatives  (Personal  care,  home  health, 
and  home  and  community-based  care) 

$8.6 

.7 

8.1 

12.7 

Other  Acute  Care  (Prescription  drugs  and  rebates, 
clinics,  lab  &  x-ray,  Federally-qualified  health  clinics, 
rural  health  clinics  and  early  periodic  screening,  and 

$10.0 

0.6 

5.6 

10.2 

diagnostic  treatment  (EPSDT)) 

Other  (Targeted  case  management,  hospice,  all  other 
services,  collections,  HCFA  Actuary,  and  State 
adjustments) 

$2.4 

0.5 

19.7 

8.5 

Hospital  (inpatient  and  outpatient  hospitals,  mental 
health  facilities,  and  disproportionate  share  hospital 
payments) 

$28.0 

0.1 

0.3 

1.7 

Physician/Practitioner/  Dental 

$4.9 

-0.1 

-0.9 

-0.8 

TOTAL  1 

$95.4 

$5.5 

5.8% 

100.0% 
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Composition  of  the  Medicaid  Population 


FY  1999  ESTIMATED  MEDICAID  FULL  YEAR  ENROLLE 
COMPARED  TO  THE  U.S.  POPULATION 


According  to  our  projections  for  Medicaid  enrollment  in  FY  1999,  as  shown  in  the  pie 
chart,  13.0  percent  or  35.3  million  of  the  estimated  272  million  U.S.  residents  will  have 
been  enrolled  in  Medicaid  for  the 
equivalent  of  a  full-year  during  FY  1999. 
This  percentage  is  projected  to  be 

13.1  percent  by  FY  2003. 
The  percentages  of  children  and  women 
in  the  U.S.  enrolled  in  the  Medicaid 
program  are  even  higher.  The  estimated 

17.2  million  children  served  by  Medicaid 
in  FY  1999  represents  one  out  of  every 
five  children  in  the  Nation.  By  FY  1999, 
nearly  one  half  the  projected  Medicaid 
enrollees  will  be  children.  Already, 
one-third  of  all  babies  born  in  the  United 
States  are  covered  by  Medicaid.  These 

percentages  demonstrate  the  significant  role  that  Medicaid  plays  in  safeguarding  the 
health  care  of  the  country's  women  and  children. 


Medicaid  caseload  growth, 
excluding  Medicaid  expansions 
from  title  XXI,  is  projected  to  be 
2.0  percent  between  FY  1998  and 
FY  1999.  The  fastest  growing 
groups  of  Medicaid  enrollees  from 
FY  1998  to  FY  1999  are  the 
children  (2.3  percent)  and  the 
disabled  populations  (2.4  percent). 


MEDICAID  ENROLLEE  GROWTH  RATES 
FY  1998  TO  FY  1999 


AGED 


CHILDREN  J 


DISABLED 


wm 


mmmm. 


1  1.5 
PERCENT 


3 


2.5 
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It  is  projected  that  in  FY  1999,  non-disabled  adults  under  age  65  and  children  will 
represent  approximately  69  percent  of  the  Medicaid  population,  but  account  for 
approximately  30  percent  of  the  Medicaid  non-DSH  benefit  outlays.  In  contrast,  the 
elderly  and  disabled  population  are  estimated  to  make  up  about  3 1  percent  of  the 
Medicaid  population,  yet 
account  for  almost 
70  percent  of  the 
non-DSH  benefit  outlays. 
Medicaid  is  now  the 
largest  insurer  of  long- 
term  care  fo»-  all 
Americans,  including  the 
middle  class.  Medicaid 
covers  68  percent  of 
nursing  home  residents 
and  over  50  percent  of 
nursing  home  costs. 

The  following  table  reflects  the  estimated  annual  enrollment  in  number  of  person  years 
receiving  Federal  medical  assistance.  The  data  are  based  on  the  57  jurisdictions 
participating  in  the  program. 


Medicaid  Enrollment  (Person  Years  In  Thousands) 

Excludes  Uninsured  Individuals  Receiving  Medicaid  Through  Section  1115  Waivers  (See  Section  VI) 


fy  im 

FY  1999 

CHANGE 

Aged  65  and  Over 

3.941 

4,008 

+67 

Disabled 

6.486 

6.642 

+  156 

Adults 

6,427 

6,504 

+77 

Children 

16,824 

17.210 

+386 

TOTAL 

33.677 

34.364 

+687 
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VI.    Section  1115  Statewide  Demonstrations 


Since  1993,  HCFA  has  approved  17  statewide  Medicaid  reform  demonstrations 
(Alabama,  Arkansas,  Delaware,  Florida,  Hawaii,  Illinois,  Kentucky,  Maryland, 
Massachusetts,  Minnesota,  New  York,  Ohio,  Oklahoma,  Oregon,  Rhode  Island, 
Tennessee  and  Vermont),  fifteen  of  which  are  implemented.  This  is  in  addition  to  the 
long-standing  program  in  Arizona,  approved  in  1982.  HCFA  is  currently  reviewing  8 
other  proposals  submitted  by  Georgia,  Louisiana,  Missouri,  New  Hampshire,  New 
Jersey,  Texas,  Utah  and  Washington.  Some  statewide  demonstrations  expand  access  to 
the  uninsured,  and  others  test  new  methods  for  delivering  mental  health  and  other 
services.  All  include  the  formally  categorized  AFDC  and  related  populations,  some 
include  the  elderly  and  the  disabled,  and  still  others  have  simplified  eligibility 
requirements.  Although  the  demonstrations  vary  greatly,  all  employ  a  common  overall 
approach:  to  expand  the  use  of  managed  care  delivery  systems  for  the  Medicaid 
population.  Through  managed  care,  States  hope  to  provide  improved  access  to  primary 
care  for  low-income  beneficiaries,  along  with  increased  exposure  to  preventive  care 
measures  and  health  education. 


Medicaid  Coverage  for  the  Uninsured  under  Section  1115 
Waivers 


1.1  million 


Implemented 


"i 


Arkansas,  Delaware,  Hawaii, 
Massachusetts,  Minnesota,  New  York, 
Rhode  Island,  Oregon,  Tennessee,  Vermont 


•  Alabama,  Kentucky,  Maryland.  Ohio,  and  Oklahoma  are  implemented  but  are  not  expanding  coverage.  Illinois  is  approved, 
pending  implementation,  but  is  not  expanding  coverage.  Florida  is  approved,  pending  implementation,  if  implemented  it  would 
expand  coverage  to  I.I  million  uninsured  new  recipients. 


HCFA  meets  its  fiduciary  responsibilities  by  requiring  that  the  demonstrations  be  budget 
neutral,  in  that  a  State's  expenditures  under  the  demonstration  shall  be  no  more  than  they 
would  have  been  without  the  demonstration.  Over  the  life  of  the  demonstrations,  States 
that  expand  eligibility  hope  to  achieve  savings  from  managed  care  arrangements  to  cover 
additional  populations  with  unmet  health  care  needs. 
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Through  the  section  1115  demonstration  program,  HCFA  has  encouraged  States  to 
expand  health  care  coverage  to  the  low-income  uninsured.  When  all  of  the  currently 
approved  demonstrations  are  implemented,  HCFA  estimates  that  nearly  2.2  million 
low-income  individuals  who  did  not  previously  receive  Medicaid  coverage  will  be 
eligible  for  services.  These  individuals  are  in  addition  to  current  eligibles  and 
beneficiaries  in  the  long-standing  Arizona  program. 

VII.  Rationale  for  the  Budget  Estimate 

A.     Medical  Assistance  Payments  (MAP) 

in  order  to  arrive  at  an  accurate  estimate  of  Medicaid  expenditures,  adjustments 
have  been  made  to  the  November  1997  State  estimates.  These  adjustments  reflect 
actuarial  estimates,  regulatory  changes,  recent  legislative  impacts,  Medicaid 
financial  management  reviews  and  the  Vaccines  for  Children  program. 

1.      Actuarial  Adjustments  to  the  State  Estimates  for  Medical 
Assistance  Benefits 

The  November  1997  State  estimates  are  the  first  State-submitted  estimates 
for  FY  1999.  Typically,  State  estimation  error  is  ~ost  likely  to  occur  early 
in  the  budget  cycle  because  most  States  are  focused  on  their  current  year 
budget  and  have  not  yet  focused  on  their  projections  for  the  Federal  budget 
year.  The  November  1997  State  estimate  for  medical  assistance  payments 
(MAP)  of  $98.8  billion  in  FY  1998  is  an  increase  of  8.7  percent  over  the 
actual  FY  1997  level  of  Medicaid  benefit  outlays. 

The  estimates  and  growth  assumptions  included  in  the  November  1997 
State  submitted  estimates  for  FY  1998  and  FY  1999  are  not  consistent  with 
the  actual  FY  1997  outlays  and  recent  quarterly  Medicaid  expenditure 
reports.  Recently,  States  have  demonstrated  a  tendency  to  overestimate 
their  Medicaid  benefit  funding  requirements.  For  example,  the  November 
1994  State  submitted  estimate  for  FY  1996  Medical  Assistance  Payments 
and  the  November  1995  State  submitted  estimate  for  FY  1997  Medical 
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Assistance  Payments  (MAP)  were  too  high.  This  phenomena  is  reflected  by 
the  following  table: 


State  Estimates  for  Medicaid  Benefits  Compared  to  Actual  Outlays 


FY  97 

STATE-SUBMITTED  MAP  ESTIMATE 

$93.7  billion 

$98.1  billion 

ACTUAL  MAP  OUTLAYS 

$88.0  billion 

$90.9  billion 

STATE  OVERESTIMATE 

$5.7  billion 

$7.2  billion 

PERCENT  OVERESTIMATED 

6.5  percent 

7.9  percent 

HCFA's  Office  of  the  Actuary  developed  the  MAP  estimate  for  FY  1998. 
The  FY  1998  State-submitted  MAP  estimate  was  reduced  to  adjust  for 
continued  State  overestimation.  This  overestimation  was  evident  during 
FY  1 997  when  actual  expenditure  and  outlay  growth  (as  measured  by  the 
most  recent  HCFA-64  quarterly  expenditure  reports  and  monthly 
Department  of  Treasury  outlays)  was  lower  than  the  growth  projected  in  the 
quarterly  FY  1997  estimates  submitted  by  the  States  during  FY  1997. 

HCFA's  Office  of  the  Actuary  also  developed  the  MAP  estimate  for 
FY  1999.  Using  the  first  three  quarters  of  FY  1997  State-reported 
expenditures  as  a  base,  expenditures  for  FY  1998  and  FY  1999  were 
projected  by  applying  factors  to  account  for  assumed  growth  rates  in 
Medicaid  caseloads,  utilization  of  services,  and  payment  rates.  These 
growth  rates  were  derived  mainly  from  economic  assumptions  promulgated 
by  the  Office  of  Management  and  Budget  and  demographic  assumptions 
developed  by  the  Social  Security  Administration  for  the  Supplemental 
Security  Income  (SSI)  program. 
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A  significant  part  of  the 
historical  growth  in  Medicaid 
program  costs  is  a  result  of 
growth  in  disproportionate  share 
hospital  payments,  Medicaid 
recipient  increases,  medical 
price  inflation,  and  cost  per 
capita  for  recipients  adjusted  for 
inflation.  Recently,  these  4  cost 
factors  have  moderated  and 
resuned  in  slower  program 
outlay  growth. 

2.      Adjustments  to  the  State  Estimates  for  Medical  Assistance 
Payments  Due  to  Legislation 

Balanced  Budget  Act  of  1997  (P.L.  105-33)  Medicaid  Provisions 

HCFA's  Office  of  the  Actuary  has  estimated  the  impact  of  the  provisions  included 
in  this  legislation.  Excluding  costs  associated  with  States  who  choose  to  expand 
coverage  under  Title  XXI  through  Medicaid,  they  estimate  the  Federal  cost  of 
these  provisions  to  be  $1.1  billion  in  FY  1998  and  $726  million  in  FY  1999.  Some 
of  the  major  Medicaid  provisions  in  the  Balanced  Budget  Act  of  1997  include  the 
following: 

►       Medicare  Part  B  Premium  Transfer  to  Medicaid 
(estimated  FY  1999  costs  are  $250  million) 

This  provision  establishes  a  capped  allocation  to  States,  for  each  of  5  years 
beginning  in  January  1998,  for  payment  of  Medicare  Part  B  premiums  for  2 
new  mandatory  eligibility  groups  of  low-income  Medicare  beneficiaries, 
called  Qualifying  Individuals  or  QIs. 

QIs  are  individuals  who  would  be  Qualified  Medicare 

Beneficiaries  (QMBs)  but  for  the  fact  that  their  incomes  exceed  levels 


HISTORICAL  MEDICAID  OUTLAY  GROWTH  RATES 


1991  1992  1993  1994  1995  1996  1997 
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established  for  QMBs  and  Specified  Low-Income  Medicare  Beneficiaries 
(SLMBs).  Income  eligibility  for  the  first  group  of  QIs,  who  will  have  their 
full  Part  B  premiums  paid  by  Medicaid,  is  from  at  least  120  percent,  but  less 
than  135  percent,  of  the  Federal  poverty  line.  Income  eligibility  for  the 
second  group  of  QIs,  who  will  receive  a  portion  of  their  Part  B  premiums,  is 
from  at  least  135  percent,  but  less  than  175  percent,  of  the  Federal  poverty 
line. 

►  Additional  Funding  for  State  Emergency  Health  Services  Furnished  to 
Undocumented  Aliens  (Section  4723)(estimated  FY  1999  costs  are 
$25  million) 

This  provision  provides  for  additional  funding  for  State  emergency  health 
services,  defined  as  emergency  services  for  the  Medicaid  program, 
furnished  to  undocumented  aliens  for  fiscal  year  1998  through  fiscal  year 
200 1 .  For  each  of  the  4  fiscal  years,  a  $25  million  allotment  will  be 
available  to  the  12  States  with  the  highest  number  of  undocumented  aliens. 
In  a  fiscal  year,  each  State's  portion  of  the  total  funds  available  will  be 
based  on  its  share  of  total  undocumented  aliens  in  all  of  the  eligible  States. 

States  eligible  for  allotments  can  recover  the  State  share  of  the  cost  of 
treatment  of  emergency  health  services  furnished  to  undocumented  aliens 
who,  except  for  their  alien  status,  would  otherwise  qualify  for  Medicaid  and 
also  amounts  paid  for  services  to  undocumented  aliens  who  do  not  meet  the 
Medicaid  eligibility  requirements. 

►  State  disproportionate  share  hospital  (DSH)  allotments  (Section  472 1 )  have 
been  determined  for  FYs  1998  through  FY  2002.  FY  1999  savings  are 
estimated  to  be  $700  million. 

►  Restriction  of  Federal  DSH  funds  for  institutions  for  mental  disease 
(IMDs).  Beginning  in  FY  1998  the  amount  of  Federal  DSH  funds  paid  to 
institutions  for  mental  disease  will  be  capped  at  the  lesser  of  a  State's  total 
DSH  spending  on  mental  health  in  FY  1995  or  the  State's  current  year  total 
DSH  allotment  (Federal  and  State  share)  multiplied  by  the  percentage 
defined  by  a  State's  total  mental  health  DSH  spending  in  FY  1995  to  its 
overall  (inpatient  and  mental  health)  DSH  spending  in  FY  1995.  Starting  in 


11-15 


524 


  Grants  to  States  for  Medicaid    

FY  2001,  the  derived  percentages  applied  to  current  FY  allotments  are 
capped  at  50  percent  (FY  2001),  40  percent  (FY  2002),  and  33  percent 
(FY  2003  and  beyond). 

►  Repeal  of  the  Boren  Amendment  (Section  47 1 1 ) 
FY  1999  savings  are  estimated  to  be  $37  million. 

The  Boren  amendment  required  States  to  pay  hospitals  and  long-term  care 
facilities  (nursing  facilities  and  intermediate  care  facilities  for  the  mentally 
retarded)  rates  that  were  "...reasonable  and  adequate  to  meet  the  costs  which 
must  be  incurred  by  efficiently  and  economically  operated  facilities  in  order 
to  provide  care  and  services  in  conformity  with  applicable  State  and  Federal 
laws,  regulations,  and  quality  and  safety  standards..."  States  were  required 
to  find  and  make  assurances  to  the  Secretary  that  there  rates  met  those 
requirements  and  that  individuals  eligible  for  medical  assistance  had 
reasonable  access  to  inpatient  services  of  adequate  quality. 

As  a  result  of  the  repeal  of  the  Boren  amendment,  many  of  the  Federal 
requirements  related  to  the  state  plan  amendment  process  for  institutional 
reimbursement  state  plan  amendments  have  been  eliminated,  with  the  intent 
of  allowing  greater  State  flexibility  in  setting  payment  rates. 

►  Restores  Medicaid  benefits  to  certain  legal  immigrants  living  in  the  United 
States  who  lost  their  eligibility  due  to  the  Welfare  Reform  legislation. 

FY  1999  costs  are  estimated  to  be  $600  million. 

►  Federal  payments  were  increased  for  Alaska  (FY  1999  cost  is  $4.5  million), 
the  District  of  Columbia  (FY  1999  cost  is  $169  million),  and  the  U.S. 
territories  (FY  1999  cost  is  $3.3  million). 

►  Section  1932(a)  of  the  Social  Security  Act  (enacted  in  section  4701, 
P.L.  105-33),  permits  States  to  enroll  their  Medicaid  beneficiaries  in 
managed  care  entities  on  a  mandatory  basis  without  section  1915(b)  or 
section  1115  waiver  authority. 

►  In  addition,  section  4703  of  P.L.  105-33  repealed  "75/25"  protection,  which 
prohibited  States  from  enrolling  Medicaid  beneficiaries  in  plans  where 
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fewer  than  25  percent  of  the  enrollees  are  commercially  insured.  The  new 
section  1932  includes  the  following  protections  for  Medicaid  beneficiaries: 

►  Individuals  will  have  a  choice  of  at  least  2  managed  care 
entities(MCEs)  with  limited  exceptions  for  rural  areas  and  HIOs. 

►  Beneficiaries  will  be  permitted  to  disenroll  at  any  time  for  cause  and 
in  the  first  90  days  of  enrollment.  Also,  beneficiaries  can  disenroll 
without  cause  within  the  first  90  days  of  the  12  month  enrollment 
period  and  at  least  12  months  thereafter. 

►  Information  in  an  easily  understood  format  will  be  provided  to  beneficiaries 
on  providers,  enrollee  rights  and  responsibilities,  grievance  and  appeal 
procedures,  covered  items  and  services,  benefits  not  covered  under  the 
managed  care  arrangement,  and  comparative  information  among  managed 
care  entities  (MCEs)  regarding  benefits  and  cost  sharing,  service  areas,  and 
quality  and  performance. 

►  Under  section  4733  of  P.L.  105-33,  States  will  have  the  option  to  buy  into 
Medicaid,  workers  with  disabilities  with  incomes  up  to  a  250  percent  of  the 
Federal  poverty  line  threshold. 

►  Children  who  lost  SSI  eligibility  due  to  implementation  of  the  new 
definition  of  childhood  disability  under  the  Welfare  Reform  continue  to  be 
eligible  for  Medicaid. 

Balanced  Budget  Act  Provisions  for  Expanded  Coverage  of  Children 
Under  Medicaid 

State  Child  Health  Insurance  Program  (Title  XXI)  (P.L.  105-33, 
Section  4901  and  4911) 

The  Balanced  Budget  Act  of  1997  established  the  new  State  Child  Health 
Insurance  Program  (CHIP)  under  title  XXI,  providing  funding  for  States  to 
expand  health  coverage  to  previously  uninsured  children.  States  have  the 
option  of  implementing  their  CHIP  program  either  as  a  separate  program  or 
by  expanding  children's  eligibility  under  their  existing  Medicaid  program, 
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or  a  combination  of  the  two  approaches.  The  Medicaid  option  is  for  a  new 
category  of  "optional  targeted  low-income  children."  States  must  maintain 
Medicaid  eligibility  at  least  the  levels  in  effect  on  June  1,  1997. 

States  choosing  the  Medicaid  option  receive  an  enhanced  Federal  match 
rate.  Medicaid  spending  on  optional  targeted  low-income  children  reduces 
the  State's  CHIP  allotment  and  is  funded  under  Medicaid.  The  HCFA 
Office  of  the  Actuary  estimates  that  approximately  40  percent  of  the  Title 
XXI  allotment  funds  will  be  spent  through  Medicaid.  This  expansion  is 
estimated  to  cost  the  Medicaid  program  an  additional  $253  million  in 
FY  i  998  and  $  1 .2  billion  in  FY  1 999  with  a  concurrent  reduction  in  States' 
CHIP  allotments. 

►  Medicaid  Presumptive  Eligibility  for  Low-Income  Children 
(Section  4912,  P.L.  105-33) 

States  are  permitted  under  their  Medicaid  program  to  make  medical 
assistance  available  to  children  under  19  during  a  presumptive  eligibility 
period.  The  period  begins  with  a  date  that  a  qualified  entity  determines, 
using  preliminary  information,  that  the  family  income  does  not  exceed  the 
Medicaid  income  eligibility  level;  and  the  period  ends  with  the  earlier  of  an 
eligibility  determination  or,  if  an  application  for  eligibility  has  not  been 
filed,  on  the  last  day  of  the  month  following  the  month  the  entity  makes  the 
preliminary  determination. 

►  Continuation  of  Medicaid  Eligibility  for  Disabled  Children  Who  Lose 
SSI  Benefits  (Section  4913,  P.L.  105  -33) 

States  must  continue  Medicaid  eligibility  for  disabled  children  who  lost  SSI 
benefits  because  of  the  change  in  the  definition  of  childhood  disability 
under  the  Personal  Responsibility  and  Work  Opportunity  Act  of  1996. 

Medicaid  Title  XIX  Eligibility  Expansions  for  Children 
(Section  4731  P.L.  105-33) 

This  provision  permits  States  to  provide  individuals  under  age  19  with  up  to  12 
months  of  continuous  eligibility  after  they  are  determined  eligible  for  Medicaid.  It 
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also  gives  States  the  option  to  accelerate  the  phase-in  Medicaid  coverage  of 
children  under  the  eligibility  group  for  children  under  age  19  in  families  with 
incomes  up  to  100  percent  of  the  Federal  poverty  level. 

3.  Adjustments  to  the  State  Estimates  for  Medical  Assistance 
Payments  Due  to  Regulatory  Changes 

SSI  to  Medicaid  Eligibility  Transition  Costs  (FY  1999  cost  estimated  to  be 
$10  million) 

The  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of 
1996  (Public  Law  104-193)  changed  the  effective  date  for  payment  of 
benefits  to  SSI  recipients.  This  created  a  one  month  gap  in  coverage  for 
Medicaid  recipients  receiving  cash  assistance.  Through  manual  guidance, 
HCFA  allowed  States  to  provide  Medicaid  coverage  during  this  one  month 
gap  and  to  provide  3  months  retroactive  coverage  as  well. 

4.  Other  Adjustments  to  the  State  Estimates  for  Medical  Assistance 
Payments 

Medicaid  Financial  Management  Reviews 

Financial  management  reviews  conducted  by  HCFA  Regional  Office  staff 
are  expected  to  produce  Federal  savings  of  $425  million  in  FY  1998  and 
savings  of  $446.3  million  in  FY  1999. 

B.      State  Estimates  for  State  and  Local  Administration  (ADM) 

Actual  outlays  for  Medicaid  State  and  local  administration  for  FY  1997  grew  by 
12.6  percent  from  the  FY  1996  outlay  level.  The  estimates  submitted  by  the 
States  during  November  1997  for  FY  1998  project  a  16.2  percent  growth  rate 
relative  to  FY  1997  actual  outlays. 

In  November  1997,  the  States  estimated  the  Federal  share  of  State  and  iocal 
administration  to  be  $4,797  million  for  FY  1998  and  $4,918  million  for  FY  1999. 
The  FY  1999  estimate  is  composed  of  $878  million  for  Medicaid  Management 
Information  Systems  (MMIS)  design,  development,  and  operation,  and  non-MMIS 
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automated  data  processing 
activities,  $362  million  for  skilled 
professional  medical  personnel 
(SPMP)  and  $3,678  million  for 
salaries,  fringe  benefits,  training, 
and  other  State  and  local 
administrative  costs  as  shown. 
These  other  costs  include 
immigration  status  verification 
systems,  peer  review  organizations, 
preadmission  screening  and  annual 
lesident  review,  nurse  aide  training, 
and  competency  evaluation 
programs. 

For  FY  1999,  the  Federal  share  of 
State  and  local  administration  is  estimated  to  be  $4,918  million.  Adjustments  were 
made  to  this  estimate  to  reflect  recent  legislation  such  as  the  increased  Federal 
matching  rate  for  administrative  costs  in  the  Personal  Responsibility  and  Work 
Opportunity  Reconciliation  Act  of  1996  (P.L.  104-193)  provisions 
(+$217.9  million),  the  impact  of  states  moving  to  th^  '"benefitting"  approach  of 
cost  allocation  beginning  in  FY  1999  (+$243  million),  and  other  changes  such  as 
the  costs  for  millennium  computer  modifications(+$30.1  million).  After  these 
adjustments,  the  State  and  local  administration  estimate  for  FY  1999  was 
$5,368  million  or  8.4  percent  higher  than  the  FY  1998  estimate. 

1.      Adjustments  to  the  State  Estimates  for  State  and  Local 
Administration  Due  to  Legislation 

Welfare  Reform  Transition  Costs 

►        Enhanced  Federal  Match  for  Increased  Administrative  Costs 

Section  1 14  of  the  Personal  Responsibility  and  Work  Opportunity 
Reconciliation  Act  of  1996  establishes  a  special  fund  for  enhanced 
Federal  matching  for  States'  expenditures  attributable  to  the 
administrative  costs  of  Medicaid  eligibility  determinations  due  to 
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TANF  changes.  The  normal  FFP  rate  for  administrative  costs  of 
eligibility  determinations  is  50  percent.  Under  this  section,  the 
Secretary  of  HHS  is  given  discretion  to  increase  the  FFP  rate  above 
50  percent,  up  to  a  fixed  national  cap  of  $500  million  available 
during  FYs  1997  through  2000.  For  each  State,  however,  the 
enhanced  funding  is  available  for  only  the  first  12  calendar  quarters 
in  which  a  State's  TANF  program  is  in  effect  after  August  21,  1996. 

Increased  Federal  Medicaid  administrative  costs  of  $137  million  in 
FY  1998  and  $217.9  million  in  FY  1999  are  expected.  The  State 
submitted  estimates  reflected  $34  million  of  these  costs  for  FY  1998 
and  $41  million  for  these  costs  for  FY  1999. 

►        Allocation  of  Administrative  Costs  Between  TANF,  Medicaid, 
and  Food  Stamps 

Due  to  the  Personal  Responsibility  and  Work  Opportunity 
Reconciliation  Act  of  1996  (P.L.  104-193),  States  now  have  an 
incentive  to  claim  reimbursement  for  administrative  costs  in  the 
Medicaid  (and  Food  Stamps)  program  that  were  once  charged  to  the 
AFDC  program.  Effective  in  FY  1999.  it  is  assumed  that  DHHS 
policy  will  require  States  to  adopt  the  benefitting  program  cost 
allocation  approach  which  allocates  common  costs  equally  among 
programs  that  benefit  from  such  costs.  This  new  cost  allocation 
approach  will  result  in  cost-shifts  from  the  TANF  program  to  the 
Medicaid  and  Food  Stamps  program.  It  is  estimated  that  this  change 
will  increase  Medicaid  FY  1999  administrative  costs  by  $243  million 
over  the  amount  of  administrative  costs  assumed  in  the  State 
estimates. 

2.      Other  Adjustments  to  the  State  Estimates  for  State  and  Local 
Administration 

Millennium  Computer  Change 

State  Agencies  will  have  to  implement  modifications  to  their  data  systems' 
software  to  ensure  that  the  new  century  calendar  will  be  recognized, 
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processed  and  housed  correctly.  State  Agencies  will  have  to  identify, 
develop,  and  validate  these  changes  prior  to  their  implementation.  Federal 
costs  associated  with  programming  these  changes  to  Medicaid  State  Agency 
computer  systems  are  estimated  to  equal  $50  million  in  FY  1998  and  $30 
million  during  FY  1999. 

C.  Vaccines  for  Children  Program 

The  current  FY  1999  estimate  for  the  Vaccines  for  Children  Program  is 
$566.3  million.  This  represents  an  increase  of  $79.0  million  above  the  current 
FY  1998  estimate  of  $48"  ?,  million. 

D.  Medicaid  State  Survey  and  Certification 

Medicaid  survey  and  certification  inspections  assure  that  benefit  payments  for 
intermediate  care  facilities  for  the  mentally  retarded  and  nursing  facilities  in 
FY  1999  will  provide  quality  care  for  Medicaid  recipients.  The  current  FY  1999 
estimate  for  Medicaid  State  survey  and  certification  is  $179.0  million.  This 
represents  an  increase  of  $7.0  million  above  the  current  FY  1998  estimate  of 
$172.0  million.  This  increased  funding  level  reflects  increasing  workload 
requirements  and  increasing  costs  associated  with  survey  and  certification 
activities. 

E.  State  Medicaid  Fraud  Control  Units 

In  FY  1999,  State  Medicaid  fraud  control  unit  operations  are  estimated  to  require 
$92.2  million.  This  represents  an  increase  of  $5.2  million  over  the  FY  1998 
funding  level  of  $87.0  million. 

VIII.  Impact  of  Proposed  Legislation 

A.      Permit  States  to  Expand  Qualified  Entities  Under  Presumptive 
Eligibility 

This  provision  would  expand  the  qualified  entities  that  can  determine 
children  to  be  presumptively  eligible  for  Medicaid.  Under  this  provision, 
States  would  be  permitted  to  allow  entities  such  as  public  schools,  child 
care  resource  and  referral  center,  child  support  enforcement  agencies  and 
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Children's  Health  Insurance  Program  (CHIP)  eligibility  workers  to 
determine  presumptive  Medicaid  eligibility  for  children.  Current  law 
defines  qualified  entities  as  providers  of  health  care  items  and  services 
under  the  Medicaid  State  plan  and  any  entity  authorized  to  determine 
eligibility  for  Head  Start,  Child  Care  and  Development  Block  Grant  and 
WIC.  For  example,  child  care  resource  and  referral  centers  help  families 
find  appropriate  child  care  and  also  help  connect  families  to  other  resources 
and  services.  They  routinely  request  income  information  that  could  be  used 
to  identify  children  who  may  be  eligible  for  Medicaid.  Similarly,  the  public 
school  system  is  a  logical  place  to  locate  uninsured  children. 

B.  Transfer  Pi  coumptive  Eligibility  Costs  from  CHIP  Cap  to 
Medicaid 

The  budget  would  eliminate  the  requirement  that  States  subtract  the  costs  of 
presumptive  eligibility  from  the  CHIP  allotment  for  States  with  Title  XXI 
plans.  Instead,  these  costs  (both  administrative  and  benefit)  would  be 
matched  as  a  regular  Medicaid  State  plan  option.  This  would  increase  the 
amount  of  CHIP  funds  available  for  coverage  to  targeted  low-income 
children. 

C.  Increase  and  Expand  the  Use  of  TANF  Outreach  Funding 

States  would  be  permitted  to  expand  the  use  of  a  special  $500  million 
Medicaid  fund  now  aimed  at  outreach  for  children  losing  welfare,  to  fund 
outreach  to  Medicaid  and  new  children  eligible  for  CHIP.  This  proposal 
would  allow  States  to  use  these  funds  to  target  children  newly  eligible  for 
CHIP.  In  addition,  the  fund  would  be  increased  by  $25  million.  Finally, 
the  proposal  would  remove  the  sunset  on  the  fund  in  FY  2000. 

D.  Encourage  States  to  Simplify  Enrollment 

The  budget  would  encourage  States  to  streamline  the  Medicaid  application 
process  by  simplifying  enrollment  and  encouraging  the  use  of  mail-in 
applications.  Many  experts  suggest  that  the  complexity  of  the  Medicaid 
application  process  is  a  significant  barrier  to  enrollment.  This  proposal 
would  encourage  States  to  simplify  the  process,  including  allowing  mail-in 
applications.  Many  individuals  are  not  able  to  take  time  off  work  for  a  face 
to  face  appointment. 
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E.  State  Option  to  Cover  Legal  Immigrant  Children 

The  budget  would  give  States  the  option  to  extend  either  Medicaid  or  the 
Children's  Health  Insurance  Program  (CHIP),  or  both,  to  legal  immigrant 
children  who  entered  the  country  after  August  22,  1996.  State  Medicaid 
expenditures  under  this  option  would  be  matched  at  the  State's  usual 
matching  rate.  A  State  choosing  the  CHIP  eligibility  option  would  do  so 
under  its  current  CHIP  allotment  at  the  CHIP  enhanced  matching  rate.  This 
proposal  would  fill  a  significant  gap  created  by  the  enactment  of  welfare 
reform,  which  denies  Medicaid  to  immigrant  children  who  entered  after 
August  1996  and  who  have  resided  in  the  U.S.  for  less  than  five  years.  This 
new  proposal  completely  restores  the  gap  and  permits  coverage  for  recent 
and  future  immigrant  children  as  soon  as  they  qualify.  Since  immigrant 
children  will  grow  up  to  be  full  participants  in  American  society,  it  is  in  the 
best  interests  of  the  children  themselves  as  well  as  society  at  large  for  them 
to  get  the  best  possible  start  in  life,  the  same  as  children  born  in  the  U.S. 
This  proposal  also  takes  into  account  the  interests  of  the  States,  which 
administer  Medicaid  and  CHIP,  by  offering  them  an  option  rather  than  a 
Federal  mandate. 

F.  Reduce  the  Federal  Matching  Rate  from  50  to  47  percent  for 
Medicaid  and  Food  Stamp  Program  Administrative  Costs 

The  FY  1999  Budget  proposes  legislation  to  address  projected  Federal  cost 
increase  in  the  Food  Stamp  and  Medicaid  programs  arising  from  changes  in 
the  way  States  charge  costs  to  the  Federal  government  to  administer  the 
Food  Stamp,  Medicaid,  and  Temporary  Assistance  for  Needy  Families 
(TANF)  programs. 

Prior  to  the  enactment  of  welfare  reform.  States  were  required  to  charge 
most  costs  that  were  common  to  the  administration  of  the  three  public 
assistance  programs  to  TANF's  predecessor,  the  open-ended  Aid  to 
Families  with  Dependent  Children  (AFDC)  program.  With  the  creation  of 
the  capped  TANF  block  grant  in  1996  --  which  consolidated  cash  welfare 
assistance  and  related  programs  and  placed  limitations  on  the  amount  of 
funds  that  may  be  used  for  administrative  purposes  --  many  States  have 
sought  to  change  the  way  they  allocate  administrative  costs  to  the  tiiree 
programs  by  charging  more  of  their  expenses  to  Food  Stamps  and  Medicaid 
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(which  still  provide  open-ended  matching  ftinds  for  State  administrative 
costs)  and  less  to  TANF. 

To  date,  the  Department  of  Health  and  Human  Services  has  not  approved 
requests  from  States  to  change  their  cost  allocation  plans  to  increase 
administrative  reimbursements  in  the  Food  Stamp  and  Medicaid  programs. 
Such  cost  increases  ~  which  are  projected  to  exceed  $500  million  per 
year  -  were  not  envisioned  in  the  crafting  of  the  welfare  reform  law. 

Effective  in  FY  1999,  the  Administration  intends  to  allow  States  to  change 
their  cost  allocation  plans  to  charge  a  greater  share  uf  common 
administrative  costs  to  the  Food  Stamp  and  Medicaid  programs.  To  prevent 
Federal  costs  from  rising  due  to  the  new  cost  allocation  approaches,  the 
Budget  proposes  legislative  changes  in  Food  Stamps  and  Medicaid  to 
reduce  total  Federal  expenditures  by  the  amount  costs  are  expected  to  rise 
as  a  result  of  the  new  cost  allocation  plans.  The  Budget  reduces  the 
matching  rates  for  the  administrative  costs  in  Food  Stamps  from  50  percent 
to  47  percent. 

The  proposed  legislation  ensures  that  adequate  cost  controls  are  in  place  as 
States  adapt  and  refine  their  public  assistance  programs  to  meet  the  goals 
and  expectations  of  welfare  reform. 

G.      Interactions  With  Medicare  Proposals 

The  Medicaid  program  also  would  incur  $5  million  in  savings  in  FY  1999 
as  a  result  of  Medicare  proposals.  Medicaid  pays  for  the  Medicare 
p^miums  and  cost-sharing  for  Qualified  Medicare  Beneficiaries  and 
dual-eligibles. 
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Payments  to  the  Health 


Appropriation  Language 


For  payment  to  the  Federal  Hospital  Insurance  and  the  Federal  Supplementary  Medical 
Insurance  Trust  Funds,  as  provided  under  sections  217(g)  and  1844  of  the  Social  Security 
Act,  sections  103(c)  and  1 1 1(d)  of  the  Social  Security  Amendments  of  1965, 
section  278(d)  of  Public  Law  97-248,  and  for  administrative  expenses  incurred  pursuant 
to  section  201(g)  of  the  Social  Security  Act,  [$60,904,000,000]  $62,953,000,000. 
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Facts  in  Brief 

*•        This  account  includes  four  general  fund  payments  to  the  health  care  trust  funds. 

"       The  largest  of  these  payments  is  made  to  the  Federal  Supplementary  Medical 

Insurance  (SMI)  Trust  Fund.  This  payment  is  the  Federal  match  of  premiums  paid 
by  or  for  individuals  voluntarily  enrolled  in  Part  B  of  Medicare.  In  FY  1999,  the 
Federal  match  for  SMI  is  estimated  to  be  $62.2  billion. 

*       The  other  three  general  fund  payments  in  this  account  are  made  to  the  Federal 
Hospital  Insurance  (HI)  Trust  Fund  Two  of  these  payments  compensate  the  HI 
Trust  Fund  for  the  benefit  and  administrative  costs  of  two  uninsured 
groups:  persons  aged  65  years  and  above  who  were  grandfathered  into  the 
program  at  its  inception  and  Federal  annuitants  grandfathered  into  the  program 
after  1982.  A  third  payment  to  the  HI  Trust  Fund  finances  reimbursement  for 
general  fund  administrative  expenses  previously  financed  by  the  Trust  Fund 
through  HCFA 's  Program  Management  account.  In  FY  1999,  the  three  payments 
in  total  are  estimated  to  be  $782  million. 
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Budget  Authority  by  Activity 

(dollars  in  thousands) 

1997  1998  1999 

Actual  Policy  Estimate 

Supplementary 

Medical  Insurance  $59,456,000  $60,739,000  62,171,000 
Hospital  Insurance 

for  the  Uninsured          405,000  -52,000  555,000 

Hospital  Insurance 
for  Uninsured 

Federal  Annuitants          76,000  86,000  97,000 

Program  Management 
Administrative 

Expends  142.000  131.000  130.000 
Total  Budget 

Authority               $60,079,000  $60,904,000  $62,953,000 
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Amounts  Available  for  Obligation 


1997 
Actual 


1998 
Policy 


1999 
Estimate 


Appropriation: 
Annual 


$60,079,000,000     $60,904,000,000  $62,953,000,000 


Lapse 


-26,175X00 


-966,000,000 


Total, 

Obligations 


$60,052,825,000      $59,938,000,000  $62,953,000,000 
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1998  Policy 

1999  Estimate 

Net  Change 


Summary  of  Changes 


$60,904,000,000 
$62.953.000.000 
+$2,049,000,000 


Changes: 


1998  Current 
Estimate  Base 
Budget  Authority 


1999 
Change 
From  Base 


1.  Federal  Payment  for 
Supplementary  Medical 
Insurance 


$60,739,000,000 


+$1,432,000,000 


2.  Hospital  Insurance  for 
the  Uninsured 


•52,000,000 


+607,000,000 


3.  Hospital  Insurance  for 
Uninsured  Federal 
Annuitants 


86,000,000 


+  11,000,000 


4.  Program  Management 
Administrative  Expenses 


131.000.000 


-1.000.000 


Net  Change 


$60,904,000,000  +$2,049,000,000 
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Payments  to  the  Health  Care  Trust  Funds 


Purpose  and  Method  of  Operations 

The  estimate  of  $62.2  billion  for  the  FY  1999  Federal  Contribution  for  SMI  is 
$1.4  billion  more  than  the  FY  1998  appropriation.  The  major  factors  driving  the  increase 
in  the  FY  1999  Federal  Contribution  for  SMI  is  continued  growth  in  program  outlays  due 
to  medical  service  price  inflation,  increased  utilization  of  medical  services,  and 
demographic  growth  in  the  beneficiary  pool. 

A  lapse  of  $966  million  is  anticipated  in  FY  1998  because  the  Congress  appropriated  the 
amount  originally  requested.  The  original  request  was  made  prior  io  enactment  of  the 
Balanced  Budget  Act  of  1997,  and  does  not  reflect  the  enacted  SMI  Trust  Fund  savings. 

The  estimate  of  $555  million  for  Hospital  Insurance  for  the  Uninsured  is  $607  million 
higher  than  the  FY  1998  estimate  of -$52  million.  The  annual  requirements  for  the 
declining  population  covered  by  this  payment  continue  to  decrease  annually.  However, 
adjustments  for  the  5  preceding  years  fluctuate  based  on  receipt  of  more  recent  actual 
data  and  economic  factors  such  as  interest  rates.  As  shown  below,  the  significant  change 
in  the  FY  1999  estimate  occurs  because  the  prior  year  adjustments,  which  were  primarily 
negative  in  FY  1998,  are  all  positive  in  FY  1999: 

a.       FY  1999  Requirements: 


1.  Benefit  payments 

2.  Administrative  costs 
Total 


$130,000,000 
2.000.000 
$132,000,000 


b. 


Adjustments— 


FY  1998  benefits  and  interest  costs 
FY  1997  benefits  and  interest  costs 
FY  1996  benefits  and  interest  costs 
FY  1995  benefits  and  interest  costs 
FY  1994  benefits  and  interest  costs 


+44,864,000 
+99,129,000 

+  108,441,000 
+63,418,000 

-107.148.000 


Total  Adjustments 


+423,000,000 


c. 


d. 


Total  FY  1999  request 

Less:  Total  FY  1998  appropriation 

Change  from  Base 


555,000,000 
-(-52.000.000) 
+$607,000,000 
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The  FY  1999  estimate  of  $97  million  for  Hospital  Insurance  for  Uninsured  Federal 
Annuitants  is  $1 1  million  more  than  the  FY  1998  appropriation.  The  FY  1999  estimate 
reflects  increases  in  both  the  number  of  enrollees  and  dollars  spent  per  enrollee  adjusted 
for  inflation. 

The  FY  1999  estimate  of  $130  million  to  reimburse  the  HI  Trust  Fund  for  Program 
Management  administrative  expenses  is  $1  million  less  than  the  FY  1998  appropriation  of 
$131  million.  The  actual  experience  in  recent  years  related  to  this  activity  is  that  the 
General  Fund  share  has  been  somewhat  less  than  the  funds  appropriated.  However,  both 
the  recent  HIPAA  and  BBA  legislation  involve  significant  activities,  such  as  the 
Children's  Health  Insurance  program,  unrelated  to  the  Medicare  trust  funds.  Thus,  the 
FY  1999  needs  for  this  Program  Management  activity  are  expected  to  increase  above  the 
levels  of  recent  years. 
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Permanent  Budget  Authority  by  Activity 
(dollars  in  thousands) 

A  permanent  indefinite  appropriation  of  general  funds  for  the  Self-Employment 
Contribution  Act  (SECA)  tax  credits  and  taxation  of  Social  Security  benefits  is  made 
through  the  Payments  to  Health  Care  Trust  Funds  account.  In  addition,  the  Health 
Insurance  Portability  and  Accountability  Act  of  1996  has  established  the  Health  Care 
Fraud  and  Abuse  Control  (HCFAC)  account.  The  following  permanent  appropriations 
associated  with  the  HCFAC  account  will  pass  through  the  Payments  to  the  Health  Care 
Trust  Funds  account:  HCFAC  -  FBI,  HCFAC  -  Criminal  Fines,  HCFAC  -  Civil 
Monetary  Penalties,  and  HCFAC  -  Asset  Forfeitures. 

1997  1998  1999 

Actual  Policy  Estimate 

Tax  on  OASDI 

Benefits                             $3,558,000  $5,193,000  $5,173,000 

SECA  Tax  Credits                         249  0  0 

HCFAC,  FBI                            47,000  56,000  66,000 

HCFAC,  Criminal  Fines              46,162  15,000  16,000 
HCFAC,  Civil 

Monetary  Penalties                       733  1,000  1.000 
Permanent 

Budget  Authority                  $3,652,144  $5,265,000  $5,256,000 
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GRANTS  TO  STATES  FOR  MEDICAID 
Table  IV-1  Summary  of  Changes 

1 998  Appropriated  Budget  Authority  $  1 02,394,422,000 

1 999  Estimated  Appropriated  Budget  Authority  $99.591.422.000 


Net  Change 

($2,803,000,000) 

Explanation  of  Changes 

1998  Current  Base 

Change  From  Base 
Budget  Authority 

Budget  Authority 

Program  Increases: 

1 .  Medical  Assistance  Payments 

$95,400,000,000 

$5,500,000,000 

2.  State  Administration 

4.797,314,000 

121,152,000 

3.  Vaccine  Purchase 

487,245,000 

79,033,000 

4.  Enhanced  Admin.  FFP  (P.L.  104- 193) 

137,000,000 

80,900,000 

5.  Fraud  Control  Units 

87,000,000 

5,200,000 

6.  Financial  Management  Reviews 

(425,000,000) 

(21,300,000) 

7.  State  Certification 

172,000,000 

7,000,000 

8.  Enhanced  Admin.  FFP  (P.L.  104-1 93 )/St.  Est.  Adj. 

(34,000,000) 

(7,000,000) 

9.  Children's  Health  Insurance  Program 

253,000,000 

969,000,000 

1 0.  Cost  Allocation 

Q 

243.000.000 

Total  program  increases 

$100,874,559,000 

$6,976,985,000 

Program  Decreases: 

1 .  Millenium  Computer  Costs 

$50,000,000 

($19,900,000) 

2.  Unobligated  balance,  start  of  year 

(6,890,359,000) 

1,368,137,000 

3.  Unobligated  balance,  end 

5,522,222,000 

(5,522,222,000) 

Total  program  decreases 

($1,318,137,000) 

($4,173,985,000) 

Program  Constants: 

1 .  Undocumented  Aliens  (P.L.  1 05-33,  section  4723) 

$25,000,000 

$0 

2.  SSI  to  Medicaid  Eligibility  Transition  Costs 

10,000,000 

0 

Total  program  constants 

35.000.000 

Q 

TOTAL 

$99,591,422,000 

$2,803,000,000 
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GRANTS  TO  STATES  FOR  MEDICAID 
Table  IV-2  Authorizing  Legislation 


1998 

1999 

1999 

Amount 

1998 

Amount 

Budget 

Authorized 

Appropriation 

Authorized 

Request 

Grants  to  States 
for  Medicaid 
(Social  Security 
Act,  title  XIX, 
Section  1901) 

Indefinite 

$99,591,422,000 

Indefinite 

$102,394,422,000 

Total  appropriations 

i/ 

$99,591,422,000 

2/ 

$102,394,422,000 

1/  This  authorization  of  $99,59 1. 422.000  is  also  cited  for  the  Vaccines  For  Children  Program. 
The  total  requested  against  this  authorization  is  $487,245,000. 

2/  This  authorization  of  $102,394,422,000  is  also  cited  for  the  Vaccines  For  Children  Program. 
The  total  requested  against  this  authorization  is  $566,278,000. 
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GRANTS  TO  STATES  FOR  MEDICAID 
Table  IV-3  Appropriations  History  Table 


Fiscal 

Budget 
Estimate 

House 

Senate 

Year 

to  Congress 

Allowance 

Allowance 

Appropriation 

1989 

32,732,589,000 

32,739,589,000 

34,236,000,000 

34,857,674,120  )i 

1990 

37,398,197,000 

38,616,497,000 

39,136,654,000 

40,690,085,460  21 

1991 

44,901,509,000 

45,0l4,yo6,000 

47,281,301,000 

53,393,353,752  3/ 

1992 

59,807,649,000 

59,899,149,000 

59,899,149,000 

69.765,840,968  4/ 

1993 

84,401,234,000 

84,411,234,000 

82,605,650,000 

82,595,650,000 

1994 

89,060,413,000 

89,077,413,000 

89,077,413,000 

89,077,413,000 

1995 

89,237,775,000 

89,237,775,000 

89,240,775,000 

89,240,775,000 

1996 

82,142,072,000 

82,142,072,000 

82,142,072,000 

82,142,072,000 

1997 

101,192,815,000 

101,211,968,000 

101,211,968,000 

101.211,968,000 

1998 

99,519,422,000 

99,519,422,000 

99,591,422,000 

99,591,422,000 

1999 

102,394,422,000 

1/  Includes  $621.7  million  under  indefinite  authority. 
21  Includes  $1553.4  million  under  indefinite  authority. 
3/  Includes  $6027.0  million  under  indefinite  authority. 
4/  Includes  $9866.7  million  under  indefinite  authority. 
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GRANTS  TO  STATES  FOR  MEDICAID 
Table  IV-4  Medicaid  Requirements 


1998        -  1999 
Appropriation  Estimate 

November  '97  State  Estimates 
(MAP  &  ADM) 

State  Certification 

Fraud  Control  Units 

$103,547,886,000 
172,000,000 
87,000,000 

$108,620,285,000 
179,000,000 
92,200,000 

Total,  unadjusted  estimates 

$103,806,886,000 

$108,891,485,000 

Adjustments 

Financial  Management  Reviews 
Children's  Health  Ins.  Program  (Title  XIX) 
Enhanced  Admin.  FFP  (P.L.  104-193) 
Enhanced  Admin.  FFP  /St.  Est  Adj. 
Administrative  Cost  Allocation  Costs 
Millenium  Computer  Costs 
Actuarial  Adjustments  for  State  Fstimates 
Undocumented  Aliens  (P.L.  105-33) 
SSI  to  Medicaid  Eligibility  Transition  Costs 
Subtotal,  Adjustments 

Vaccines  For  Children  Program 

-425,000,000 
253,000,000 
137,000,000 
-34,000,000 
0 

50,000,000 
-3  350  57?  000 
25,000,000 
10,000,000 

-446,300,000 
1,222,000,000 
217,900,000 
-41,000,000 
243,000,000 
30,100,000 
-2  801  819  000 
25,000,000 
10,000,000 

($3,334,572,000) 
487,245,000 

($1,541,119,000) 
566,278,000 

Current  law  requirement 

$100,959,559,000 

$107,916,644,000 

Unobligated  Balances, 
Start  of  year 
End  of  year 

(6,890,359,000) 
5,522.222,000 

(5,522,222,000) 
0 

Appropriation/  net  budget  authority 

$99,591,422,000 

$102394,422,000 

Medicare  Part  B  Transfer 

200,000,000 

250,000,000 

Gross  Budget  Authority 

$99,791,422,000 

$102,644,422,000 
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GRANTS  TO  STATES  FOR  MEDICAID 
Table  IV-5  Budget  Authority  by  Object 


1998 
Appropriation 

1999 
Estimate 

Increase 
or 

Decrease 

Grants,  Subsidies 
and  Contributions 

$99,591,422,000 

$102,394,422,000 

$2,803,000,000 
$2,803,000,000 

Total  budget  authority 

$99,591,422,000 

$102,394,422,000 
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 Supporting  Information  

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Health  Care  Financing  Administration 
Appropriation 
Grants  to  States  for  Medicaid 

Table  IV-6  Amounts  Available  for  Obligation 


1997                    1998  1999 
Actual             Appropriation  Estimate 

Appropriation: 
Annual  

Unobligated  balance,  start 
of  year  

Unobligated  balance,  end 
of  year  

$101,211,968,000 
2,155,048,000 
(6,890,359,000) 

$99,591,422,000 
6,890,359,000 
(5,522,222,000) 

$102,394,422,000 
5,522,222,000 
0 

Total  Gross  Obligations 

$96,476,657,000 

$100,959,559,000 

$107,916,644,000 

Medicare  Part  B  Transfer 

$0 

$200,000,000 

$250,000,000 

Total  Net  Obligations 

$96,476,657,000 

$101,159,559,000 

$108,166,644,000 
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GRANTS  TO  STATES  FOR  MEDICAID 
Table  IV-7  MEDICAL  ASSISTANCE  PAYMENTS  BY  TYPE  OF  SERVICE  CATEGORY 
(Dollars  in  thousands) 


FY  \99$ 

FY  1999 

Amount 

us. 

Amount' 

Nursing  Facility 

$19,634,867 

1 9.79% 

$20,746,766 

19.90% 

Inpatient  Hosp  ~  Reg  Pmnts 

12,794,581 

12.90% 

13,101,882 

12.57% 

ln<5  Pmt<:  -  MCCk 

1113.  riuo  iviv^wj 

7,373,025 

7.43% 

8,762  260 

8.41% 

Prp^rrihpH  OnicxQ 

7,437,1 15 

7.50% 

7,972,653 

7.65% 

Inpatient  DSH  Adj  Payment 

7,693,812 

7.76% 

7,416,578 

7.12% 

Ins.  Pmts  ■  Medicaid  Other 

4,930,470 

4.97% 

5,709,896 

5.48% 

Home/Community  Based  Care 

5,079,269 

5.12% 

5,599,466 

5.37% 

All  Other 

4,463,454 

4.50% 

4,422,239 

4. 24% 

ICF/MR  Public 

3,679,969 

3.71% 

3,754,767 

3.60% 

Outpatient  Hospital 

3,631,074 

3.66% 

3,667,674 

3.52% 

Physician 

3,438,419 

3.47% 

3,363,643 

3.23% 

Clinic 

2,489,358 

2.51% 

2,567,309 

2.46% 

Personal  Care 

2,238,621 

2.26% 

2,379,970 

2.28% 

ICF/MR  Private 

2,261,645 

2.28% 

2,351,678 

2.26% 

Mental  Health  Facilities  -  DSH 

2,068,934 

2.09% 

2,064,045 

1 .98% 

Mental  Health  Facilities 

1,814,593 

1.83% 

1,848,536 

1 .77% 

Ins  Pmts  -  Pt  B  Prms 

1,636,1 16 

1 .65% 

1,761,635 

1 .69% 

Home  Health 

1,244,643 

1 .25% 

1,271,346 

1 .22% 

Targeted  Case  Management 

960,269 

0.97% 

981,438 

0.94% 

Dental 

954,604 

0.96% 

978,145 

0.94% 

Ins  Pmts  -  Pt  A  Prms 

761,306 

0.77% 

839,594 

0.81% 

Ins  Pmts  -  Group  Health  Plan 

505,201 

0.51% 

572,950 

0.55% 

Other  Practitioners 

531,589 

0.54% 

536,308 

0.51% 

EPSDT  Screening  Services 

528,733 

0.53% 

508,022 

0.49% 

Lab  &  Radiological 

346,293 

0.35% 

353,459 

0.34% 

Federal  Qualified  Health  Ctr 

277,579 

0.28% 

274,877 

0.26% 

Ins  Pmts  -  Prepaid  Health  Plans 

239,758 

0.24% 

272,920 

0.26% 

Medicare  Coins  &  Deduct 

272,625 

0.27% 

247,179 

0.24% 

Emergency  Srvs  Undoc  Aliens 

236,707 

0.24% 

235,695 

0.23% 

Hospice 

208,427 

0.21% 

232,659 

0.22% 

Rural  Health  Clinics 

170,908 

0.17% 

186,021 

0.18% 

Primary  Care  Case  Mgt  Svs 

158,976 

0.16% 

154,752 

0.15% 

Sterilizations 

141,695 

0.14% 

131,070 

0.13% 

Ins  Pymts  -  Prt  B  120-1 34%  Pvty 

96,880 

0.10% 

98,719 

0.09% 

Functionally  Disabled  Elderly 

84,057 

0.08% 

91,925 

0.09% 

Ins  Pymts  -  Prt  B  135-175%  Pvty 

25,347 

0.03% 

28,947 

0.03% 

Medicaid  Coins  &  Deduct 

10,172 

0.01% 

10,536 

0.01% 

Abortions 

119 

0.00% 

121 

0.00% 

Drug  Rebate  Offset 

CL2JLLQS2) 

-1.22% 

(1.264,537) 

-1.21% 

Subtotal 

$99,210,118 

100.00% 

$104,233,143 

100.00% 

Collections/Adjustments* 

(3,810.11?) 

(2,333.143) 

Total 

$95,400,000 

SI  00,900,000 

*  Includes  HCFA  Actuary  Adjustments 
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STATE  TABLES 
Table  IV-8  Estimates  of  Grant  Awards 
(Dollars  in  thousands) 


FY  97 

FY  98 
Appropriation 

FY99 

Obligations 

Estimate 

Alabama 

$1,560,252 

$1,520,055 

$1,635,932 

Alaska 

231,148 

300,542 

325,351 

American  Samoa 

2,440 

3,010 

3,010 

Arizona 

1,223,769 

1,327,757 

1,397,536 

Arkansas 

989,843 

1,026,428 

1,053,727 

California 

9,140,160 

10,384,465 

10,490,164 

Colorado 

819,856 

872,571 

891,936 

Connecticut 

1,349,694 

1,451,012 

1,508,829 

Delaware 

230,720 

221,895 

231,442 

Dist.  of  Columbia 

547,816 

601,141 

654,981 

Florida 

3,512,093 

3,821,601 

3,992,528 

Georgia 

2,311,379 

2,219,541 

2,194,203 

Guam 

4,210 

5,090 

5,090 

Hawaii 

316,446 

330,070 

337,848 

Idaho 

278,349 

332,075 

354,316 

Illinois 

3,474,171 

3,712,978 

3,862,725 

Indiana 

1,650,530 

1,828,382 

1,906,370 

Iowa 

833,922 

881,547 

918,600 

Kansas 

662,840 

678,082 

651,653 

Kentucky 

1,730,136 

1,972,960 

2,132,697 

Louisiana 

2,601,036 

2,252,988 

2,314,049 

Maine 

686,724 

786,127 

746,252 

Maryland 

1,494,812 

1,579,290 

1,530,131 

Massachusetts 

2,434,697 

2,853,627 

3,086,694 

Michigan 

3,161,089 

3,425,516 

3,565,439 

Minnesota 

1,646,653 

1,666,706 

1,838,641 

Mississippi 

1,347,950 

1,414,103 

1,521,921 

Missouri 

1,876,418 

2,077,989 

2,337,361 

Montana 

325,507 

275,716 

266,044 

Nebraska 

463,525 

588,991 

612,453 

Nevada 

247,285 

290,565 

303,378 

New  Hampshire 

369,548 

396,237 

406,692 

New  Jersey 

2,885,031 

3,102,468 

3,252,007 

New  Mexico 

762,788 

799,377 

840,650 
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STATE  TABLES 
Table  IV-8  Estimates  of  Grant  Awards  (cont.) 
(Dollars  in  thousands) 


FY  97 

FY  98 

FY  99 

Obligations 

Appropriation 

Estimate 

New  York 

13,493,419 

15,503,792 

16,546,937 

North  Carolina 

2,915,103 

3,273,983 

3,583,512 

North  Dakota 

225,459 

249,699 

266,428 

N.  Mariana  Islands 

1,238 

1,810 

1,810 

Ohio 

3,6*4,113 

4,112,004 

4,227,574 

Oklahoma 

896,21 1 

975,075 

1  047,885 

1,018,263 

1,159,048 

1,231,971 

Pcnnsylvsnifl 

4,756,519 

5,062,812 

5,342,936 

Puerto  Rico 

133,000 

167,000 

167,000 

Rhode  Island 

447,856 

504,228 

533,594 

South  Carolina 

1,528,002 

1,607,343 

1,629,386 

South  Dakota 

218,792 

249,546 

262,407 

Tennessee 

2,351,224 

2,384,708 

2,520,936 

Tfc.vds 

6,025,723 

6,595,133 

7,026,403 

Utah 

478,626 

509,611 

527,307 

Vermont 

239,164 

268,750 

295,672 

Virginia 

1,201,835 

1,290,005 

1,347,451 

Virgin  Islands 

4,380 

5,260 

5,260 

Washington 

1,740,137 

1,824,222 

1,914,543 

West  Virginia 

905,148 

999,984 

1,099,690 

Wisconsin 

1,572,809 

1,668,343 

1,728,759 

Wyoming 

133,405 

134,628 

142,174 

Subtotal 

$95,123,263 

$103,547,886 

SI  08,620,285 

Survey  &  Certification 

130,985 

172,000 

179,000 

Fraud  Control  Units 

80,529 

87,000 

92,200 

Vaccines  For  Children 

392,794 

487,245 

566,278 

Adjustments 

749,086 

(3,334,572) 

(1,541,119) 

Total  Net  Obligations 

$96,476,657 

$100,959,559 

$107,916,644 

Medicare  Part  B  Transfer 

$0 

$200,000 

$250,000 

Total  Gross  Obligations 

$96,476,657 

$101,159,559 

$108,166,644 
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GRANTS  TO  STATES  FOR  MEDICAID 
Table  IV-9  Proposed  Law 


FY  1998 

V        FY  1999 

Expand  Qualified  Presumptive  Eligibility 

$0 

$60,000,000 

Remove  Presumptive  Eligibility 

$0 

$10,000,000 

Increase  and  Expand  Use  of  TANF  Outreach 

$0 

$40,000,000 

Simplying  Enrollment 

$0 

$0 

State  Ontion  to  Cover  I  eeal  Immitrrant  Childre 

$0 

$25  000  000 

Cost  Allocation  Savings 

$0 

($340,000,000) 

Medicare  Impact  on  Medicaid 

$0 

($5,000,000) 

Medicaid  Program  Integrity 

$0 

$0 

TOTAL,  MEDICAID 

so 

($210,000,000) 
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PAYMENTS  TO  HEALTH  CARE  TRUST  FUNDS 
Table  IV-10  Budget  Authority  by  Object 


Grants,  Subsidies, 
and  Contributions 

Insurance  claims 
and  indemnities 

Other  Services 

Budget  Authority 


1998 
Appropriation 


$60,739,000,000 

34,000,000 
131.000.000 
$60,904,000,000 


1999 
Estimate 


$62,171,000,000 

652,000,000 
130,000,000 
$62,953,000,000 


Increase 
or 

Decrease 


$1,432,000,000 

$618,000,000 
($1,000,000) 
$2,049,000,000 
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PAYMENTS  TO  HEALTH  CARE  TRUST  FUNDS 


Table  IV-11  Authorizing  Legislation 


1998 
Amount 
Authorized 


1999 
Amount 
Authorized 


1999 
Budget 
Estimate 


Payments  to  Health 
Care  Trust  Funds 
(sections  201(g), 
217(g),  and  1844 
of  the  Social 
Security  Act, 
sections  103(c)  and 
111(d)  of  the  Social 
Security  Amendments 
of  1965,  and 
section  278(d)  of 

Public  Law  97-248)  Indefinite  Indefinite  $62.953.000.000 

Total  Budget  Authority  $62.953.QQQ.QQQ 
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PAYMENTS  TO  HEALTH  CARE  TRUST  FUNDS 
Table  IV-12  Appropriations  History  Table 


Budget 
Estimate 

House 

Senate 

Year 

to  Congress 

Allowance 

Allowance 

Appropriation 

1989 

32,100,000,000 

31,227,000,000 

31,227,000,000 

31,227,000,000 

1990 

35,894,000,000 

36,338,500,000 

36,338,500,000 

36,338,500,000 

1991 

37,056,000,000 

37,056,000,000 

35,335,000,000 

35,335,000,000 

1992 

39,401,083,000 

39,421,485,000 

39,401,083,000 

39,421,485,000 

1993 

43,201,713,000 

43,963,192,000 

45,962,862,000 

45,962,862,000 

1994 

45,731,440,000 

45,731,440,000 

45,731,440,000 

45,731,440,000 

1995 

37,546,758,000 

37,546,758,000 

37,546,758,000 

37,546,758,000 

1996 

63,313,000,000 

63,313,000,000 

63,313,000.000 

63,313,000,000 

1997 

60,079,000,000 

60,079,000,000 

60,079,000,000 

60,079,000,000 

1998 

63,581,000,000 

63,581,000,000 

63,581,000,000 

60,904,000,000 

1999 

62,953,000,000 
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PAYMENTS  TO  THE  HEALTH  CARE  TRUST  FUNDS 
Table  IV-13  Funding  Levels  for  Budget  Activities 

Federal  Payment  for  Supplemental  Medical  insurance 
Funding  levels  for  the  past  five  fiscal  years  were  as  follows: 


1994  $38,352,431,000 

1995  $36,955,000,000 

1996  $62,122,000,000 

1997  $59,456,000,000 

1998  $60,739,000,000 

Hospital  Insurance  for  the  Uninsured 

Funding  levels  for  the  past  five  fiscal  years  were  as  follows: 

1994  $458,000,000 

1995  $406,000,000 

1996  $358,000,000 

1997  $405,000,000 

1998  $-52,000,000 


Hospital  Insurance  for  Uninsured  Federal  Annuitants 
Funding  levels  for  the  past  five  fiscal  years  were  as  follows: 

1994  $48,000,000 

1995  $56,000,000 

1996  $63,000,000 

1997  $76,000,000 

1998  $86,000,000 


Program  Management  Administrative  Expenses 
Funding  levels  for  the  past  five  years  were  as  follows: 

1994  $128,440,000 

1995  $129,758,000 

1996  $145,000,000 

1997  $142,000,000 

1998  $131,000,000 
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PAYMENTS  TO  HEALTH  CARE  TRUST  FUNDS 
Table  IV-14  SMI  Premium  Estimates 


AGED 

DISABLED 

Current  Law 

Actuarial 

Beneficiary  Share 

Actuarial 

Beneficiary  Share 

CY 

Premium 

Rate 

of  Monthly  Cost 

Rate 

of  Monthly  Cost 

1998 

$43.80 

$87.90 

25% 

$97.10 

23% 

1999 

$45.30 

$91.40 

25% 

$104.80 

22% 

The  1999  SMI  premium  is  only  an  estimate  as  of  January  1998. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HEALTH  CARE  FINANCING  ADMINISTRATION 
PROGRAM  MANAGEMENT 

Table  IV-15  Amounts  Available  for  Obligation 


1997 

1998 

1999 

Actual 

Appropriation 

Estimate 

Appropriation  

Reductions: 

1,735,125,000 

1,743,066,000 

1,678,000,000 

P.L.  104-208,  Section  519 

(119,000) 

-- 

P.L.  104-208,  Section  519 

(565,000) 

- 

-- 

$1,734,441,000 

$1,743,066,000 

$1,678,000,000 

Offsetting  collections  from 

Federal  sources: 

CL1A  User  Fees 

Program  Mgt 

14,433 

„ 

„ 

Non-Federal  sources: 

Program  Mgt  

5,731,000 

- 

-- 

Sale  of  Data  User  Fees  

-- 

1,800,000 

1,847,000 

HMO  User  Fees  

682,689 

134,000 

137,000 

CL1A  User  Fees  

28,783,000 

43,000,000 

43,000,000 

Medicare+Choice  User  Fees .... 

95,000,000 

150,000,000 

Adjustment  for  prior  years 

007,UUU 

Subtotal,  Non-Federal  

$36,100,122 

$139,934,000 

$194,984,000 

Program  Level,  Current  Law 

1,770,541,122 

1,883,000,000 

1,872,984,000 

User  Fees,  Proposed  Law  

264,500,000 

Program  Level,  Proposed  Law 

$1,770,541,122 

$1,883,000,000 

$2,137,484,000 

Unobligated  balance  start 

of  year  

17,537,000 

18,254,246 

18,254,246 

Unobligated  balance  end 

of  year  

(18,254,246) 

(18,254,246) 

(18,254,246) 

Unobligated  balance 

lapsing  

(24,885,740) 

Total  obligations  

$  1,744,938,136 

$  1,883,000,000 

$  2,137,484,000 
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PROGRAM  MANAGEMENT 
Table  IV-16  Summary  of  Changes 


1 998  Appropriation/Policy   $  1 ,743,066,000 

1 998  Current  Estimate   $  1 ,743,066,000 

1999  Estimate  (including  Proposed  User  Fees): 

Appropriation  $1,678,000,000 

Proposed  User  Fees  $264.500.000 

Subtotal,  1 999  Request  $  1 ,942,500,000 

Net  Change   $199,434,000 


1998  Current  Estimate  Base  Change  from  Base 
Increases:                                                                 Budget  Authority    EEE       Budget  Authority 
A.  Built-in 

1.  One  quarter  of  FY  1998 

2.8  Percent  Pay  Raise   $2,2 1 9,600 

2.  Three  quarters  impact  of  FY  1999 

3.1  Percent  Pay  Raise    7,423,800 

3.  Increase  in  Personnel  Benefits   5,588,600 

4.  Promotion/Career  Ladder 

Increases   4,809,200 

5.  FTE  Increase   215  13,292,000 

6.  Awards  and  Overtime   950,000 

7.  Working  Capital  Fund   44 1 ,000 

8.  Land  &  Structures  (mortgage)   $9,600,000 

9.  Rent,  Communications,  Utilities   $4,579,000 

10.  Other   $41,830,800 

Subtotal   $90,734,000 


B.  Program 

1 .  Medicare  Contractors  

2.  State  Certification  

3.  Research  

Subtotal  

Total  Increases  

Net  Change  

Ofsetting  Collections,  Current  Law 

CLIA....(non-add)  

HMO  User  Fees....  (non-add)  

Sale  of  Data....  (non-add)  

Medicare+Choice....  (non-add)  


1,174,000,000 
154,000,000 
50,000,000 


95,700,000 
13,000,000 
0 

$108,700X00 


$199,434,000 


$199,434,000 


43,000,000 
134,000 
1.800.000 
95,000,000 


0 

3,000 
47,000 
55,000,000 
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PROGRAM  MANAGEMENT 
Table  IV-17  Budget  Authority  by  Activity 


1997 

1993 

1999 

Activity 

Actual 

Appropriation 

Estimate 

FEE 

Amount 

FTE 

Amount 

PTE 

A  mount 

1 .  Medicare  Contractors  

$1,197,569,000 

$1,174,000,000 

$1,104,200,000 

User  Fees,  Proposed  Law  .. 

— 



165,500,000 

(Obligations)   

(1,176,565,000) 

(1,174,000,000) 

(1,269,700,000) 

2.  State  Certification  

:  58,000,000 

154,000,000 

'~  4,700,000 

User  Fees,  Proposed  Law  .. 





62,300,000 

(Obligations)   

(155,968,000) 

(i54.000.000) 

(167,000,000) 

3.  Research  

44,000,000 

50.000,000 

50.000,000 

User  Fees,  Proposed  Law  .. 

(Obli°ations) 

(43,778,000) 

(50,000,000) 

(50,000.000) 

4.  Administrative  Costs  

334,872,000 

365,066,000 

419,100,000 

User  Fees,  Proposed  Law 

36,700,000 

(Obligations)   

3,915 

(334,395,000) 

3,922 

(365,066,000) 

4,137 

(455,800,000) 

Total  Approp./Budget  Auth... 

$1,734,441,000 

$1,743,066,000 

$1,678,000,000 

Total  User  Fees,  Prop.  Law 

>264,500,000 

($1,710,706,000) 

($1,743,066,000) 

(Sl,942,500,000) 

Offsetting  Collections;  Curr.Law 

HMO  user  fees  

$2,359,000 

S 1 34,000 

5137,000 

(Obligations) 

(682,553) 

(134,000) 

(137,000) 

Sale  of  data  user  fees.... 

$2,729,000 

S  1.800,000 

SI, 847,000 

(Obligations)   

- 

(1,800,000) 

(1,847.000) 

Intra-Agencv  Agreements  

5,745,433 

(Obligations)   

(4,595,447) 

Medicare+Choice  user  fees 

95.000,000 

150.000.000 

(Obligations)   

(95,000,000) 

(150,000,000) 

CLIA  user  fees  

28,903,000 

43,000,000 

43,000,000 

(Obligations)   

64 

(28,954,000) 

80 

(43,000,000) 

80 

(43,000,000) 

Program  Level,  Current  Law 

$1,768,432,000 

$1,883,000,000 

$1,872,984,000 

Program  Level,  Prop.  Law 

$1,768,432,000 

$1,883,000,000 

$2,137,484,000 

Total  obligations  

3,979 

($1,744,938,000) 

4,002 

($1,883,000,000) 

4,217 

($2,137,484,000) 
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PROGRAM  MANAGEMENT 
Table  IV-18  Authorizing  Legislation 


1998  Amount 
Authorized 


1999  Amount 
Authorized 


1999  Budget 
Request 


Program  Management: 


Research: 


a)  Social  Security 
Act,  Title  XI, 

-  Section  1 1 10  

•  Section  1 1  IS  I/. 


Indefinite 
«*»  200,000 


Indefinite 
$2,200,000 


b)  P.L.  92-603, 
Section  222.. 


Indefinite 


Indefinite 


2.  Medicare  Contractors: 
Social  Security  Act, 

Sections  1816  &  1842..     Indefinite  Indefinite 

3.  State  Certification: 
Social  Security  Act, 
Title  XVIII,  Section 

1864   Indefinite  Indefinite 

4.  CLIA  1988: 
Section  353,  Public 

Health  Service  Act   Indefinite  Indefinite 

5.  Administrative  Costs: 
Reorganization  Act 

of  1953    Indefinite  Indefinite 

Total  appropriation  

Total  appropriation 

against  definite  authority.  -- 

1/  The  total  authorization  for  section  1 1  IS  is  $4.0  million.  HCFA's  portion  of  this  amount  is  S2.2  million. 
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PROGRAM  MANAGEMENT 
Table  IV-19  Appropriations  History  Table 


Budget 

Estimate 

House 

Senate 

Appropriation/ 

Vsar 
i  ear 

to  Congress 

Allowance 

Allowance 

Policy 

1  77U 

General  Fund 

I  (VI  One  nnn 

IUZ,7(Jo,UUU 

i  n  i  one  nnn 

i  m  one  nnn 

i  n  i  777  nnn 
1  (J  1 ,  /__,U(JU 

Trust  Fund  Transfer 

1  on  1  1  77  flflfi 
1 ,7U  1 , 1  /z,uuu 

i  QQ7  i  so  nnn 

1  ,77Z,  1  J7,UUU 

i  nil  i t)  nnn 

1 ,7Z  1 , 1  /z.uuu 

l  87n  1 77  nnn 
1 ,5  /U,  1  /z,uuu 

Sequester 

/7A  i  Q7  nnn\ 
^ZO,  1  y  1  ,uuu  ^ 

1  QO  1 

1  77  1 

General  Fund 

on  n7Q  nnn 

y\),\J  /7,UUU 

i  nA  qaa  nnn 

1  lrt,700,UUU 

oi  nsi  nnn 

i  n7  o  i  q  nnn 

1  UZ,7 1  7,UUU 

Trust  Fund  Transfer 

18  11  Q7  1  nnn 

7  mA  ais  nnn 

Z,UZ0,0J5,UUU 

i  on  i  ass  nnn 

1 ,7U  1  ,8oo,UUU 

i  ocn  717  nnn 

1 QQ7 

1  77Z 

i  rust  r  una  l  ransier 

1  BO  1  (V)7  (\C\C\ 
1  ,07  1  ,UZ  /,UUU 

>87  nss  nnn 

i  os7  on  i  nnn 

7  77/i  nss  nnn 
Z,Z  /4,Ujj,UUU 

\yyj 

Trust  Fund  Transfer 

7  nnA  IRQ  flflH 

i  Q8S  dQ7  nnn 

1 ,70J,47  /  ,ouu 

7  i  as  nA7  nnn 

Z,  I  OJ,UOZ,UUU 

7  1 7Q  onn  nnn 

Z,  1  /7,7Ul/,UUU 

Reduction 

/7Q  777  Q77\ 
(_o,Z  /Z,o  /ZJ 

Transfer 

/•  i  nnn  nnni 

Trust  Fund  Transfer 

7  7^4  781  nnn 

ZjZj'*,  1  CO,UUU 

7  1 77  sqs  nnn 

Z,  1  /Z,J70,UUU 

7  i  Q7  d  i  a  nnn 

?  1 80  QAn  nnn 

Z,  1  O7,70U,UUU 

Reduction 

r7  A/ii  nnn\ 

Trust  Fund  Transfer 

7  i  o  i  snn  nnn 

Z,  1  7  1  ,oUU,UUU 

7  i  ai  Qss  nnn 

Z,  1  oJ,78  J,UUU 

7  7n7  7i  7  nnn 

_,_U  /,ZJ  /,uuu 

7  7n7  i  is  nnn 

Z,ZU  /,  1  J  J,UUU 

R**rliirtinn 

l\t  U  U  V  WU1 1 

(8,391,000) 

Rescission 

(20,596,000) 

1996 

Trust  Fund  Transfer 

2,253,794,000 

2,130,810,000 

2,111,406,000 

2,130,810,000 

Reduction 

(6,529,000) 

1997 

Trust  Fund  Transfer 

2,202,284,000 

1,733,125,000 

1,729,584.000 

1,735,125,000 

Reduction 

(684,000) 

Transfer 

(2,000,000) 

1998 

Trust  Fund  Transfer 

1,774,500,000 

1,679,435,000 

1,719,241,000 

1,743,066,000 

1999 

Trust  Fund  Transfer 

1,678,000,000 

1/  Beginning  in  FY  1992,  funds  requested  in  the  Payments  to  the  Health  Care  Trust  Funds  account  wil!  reimburse  the 
HI  Trust  Fund  for  the  estimated  Federal  Funds  allocation  of  HCFA's  Program  Management  costs. 

II  Transfer  provided  funds  to  the  Food  and  Drug  Administration  to  implement  the  Mammography  Quality  Screening  Act 
PL.  102-539. 

3/  Beginning  in  FY  1997,  under  P.L.  104-191,  the  Medicare  Integrity  Program  (MIP)  funds  payment  safeguard 

activities  from  a  mandatory  program  under  the  Hospital  Insurance  (HI)  Trust  Fund. 
4/  Transfer  funds  to  the  Administration  on  Aging  to  implement  a  demonstration  project  to  train  retirees  as  educators 

in  Medicare  fraud. 
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Table  IV-20  Program  Management 
Account  Summary 


1998 

1999 

Increase  or 

Activity 

Policy 

Estimate/Program  Level 

Decrease 

1 )  Medicare  Contractors  

$1,174,000,000 

$1,104,200,000 

($69,800,000) 

User  Fees,  Proposed  Law  ... 

165,500,000 

165,500,000 

(Obligations)  

(1,174,000,000) 

(1,269,700,000) 

95,700,000 

2)  State  Certification  

154,000,000 

104,700,000 

(49,300,000) 

User  Fees,  Proposed  Law  ... 

62,300,000 

62,300,000 

(154,000,000) 

(167,000,000) 

13,000,000 

50,000,000 

50,000,000 

o 

User  Fees,  Proposed  Law  ... 

(Obligations)  ,  

(50,000,000) 

(50,000,000) 

0 

4)  Administrative  Costs  

365,066,000 

419,100,000 

54,034,000 

User  Fees,  Proposed  Law  ... 

36,700,000 

36,700,000 

(365,066,000) 

(455,800,000) 

90,734,000 

Total  Approp./Budget  Auth. 

$1,743,066,000 

$1,678,000,000 

($65,066,000) 

Total  User  Fees,  Prop.  Law 

$264,500,000 

$264^00,000 

{Total  Ohlipatinnsl 

($1,743,066,000) 

($1,942,500,000) 

$199,434,000 

HMO  User  Fees 

$134,000 

$137,000 

$3,000 

(Obligations) 

(134,000) 

(137,000) 

(3,000) 

Sale  of  Data  User  Fees  

1,800,000 

1,847,000 

47,000 

(Obligations)  

(1,800,000) 

(1,847,000) 

(47,000) 

Medicare+Choice  User  Fees 

95,000,000 

150,000,000 

55,000,000 

(Obligations)  

(95,000,000) 

(150,000,000) 

(55,000,000) 

CLIA  User  Fees  

43,000,000 

43,000,000 

0 

(Obligations)  

(43,000,000) 

(43,000,000) 

0 

Program  Level,  Current  Law 

$1,883,000,000 

$1,872,984,000 

($10,016,000) 

Program  Level,  Proposed  Law 

$1,883,000,000 

$2,137,484,000 

$254,484,000 

($1,883,000,000) 

($2,137,484,000) 

($254,484,000) 
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PROGRAM  MANAGEMENT 
Table  IV-21  Budget  Authority  by  Object  -  2  Year 


Total  number  of  full  time 
permanent  positions  1/ 

1  (IT) 

j,yzz 

4, 1 37 

215 

Total  compensable  work  years: 
Full-time  equivalent 
employment 

4,005 

3,922 

4,137 

215 

Full-time  equivalent  of 
overtime  and  holiday 

9.0 

9.0 

9.0 

Average  ES  salary 

$116,190 

$117,100 

$119,559 

$2,459 

Average  GS  grade 

12.8 

12.8 

12.9 

Average  GS  salary 

$57,336 

$58,000 

$61,827 

$  3,827 

Average  salary  of  ungraded 

positions 

$69,492 

$70,577 

$72,713 

$2,136 

Personnel  compensation: 
Full-time  permanent 

$239,445,800 

$236,444,800 

$263,872,300 

$27,427,500 

Other  than  Full-time  Permanent 

$5,062,900 

$4,816,100 

$5,073,100 

$257,000 

Other  Personnel  Compensation 

$1,210,000 

$2,113,560 

$2,220,000 

$106,440 

Total  Personnel  Compensation 

$245,718,700 

$243,374,460 

$271,165,400 

$27,790,940 

Personnel  benefits 

47,352,400 

44,917,300 

51,409,500 

6,492,200 

Total  personnel 
compensation  and  benefits 

$  293,071,100 

$  288,291,760 

$  322,574,900 

$  34,283,140 

1/  Does  not  include  80  CL1A  FTE  which  are  funded  solely  from  CLIA  user  fees. 
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Program  Management 
Table  IV-21  Budget  Authority  by  Object  (Continued) 


Travel 

$2,000,000 

$2,000,000 

$6,998,000 

$4,998,000 

Transportation  of  Things 

'  209,500 

209,500 

225,000 

15,500 

Rents,  Communications  and  Utilities: 
Rental  Payments  to  GSA 

24,137,750 

24,137,750 

25,154,000 

1,016,250 

Communications,  Utilities,  and 
Miscellaneous  Charges 

2,888,530 

2,888,530 

6,471,331 

3,582,801 

Printing  and  Reproduction 

2,479,602 

2,479,602 

5,003,480 

2,523,878 

Consulting  Services 

2,097,599 

2,097,599 

1,365,778 

(731,821) 

Other  Services 

326,208,080 

330,987,420 

435,153,062 

104,165,642 

Medical  Care 

1,172,000,000 

1,172,000,000 

1,267,700,000 

95,700,000 

Supplies  and  Materials 
Equipment 

402,559 
6,505,280 

402,559 
6,505,280 

1,211,662 
7,026,787 

809,103 
521,507 

Land  &  Structures 

Grants,  subsidies,  and  Contributions 

$8,000,000 

$8,000,000 

9,600,000 
$6,000,000 

9,600,000 
($2,000,000) 

Total  budget  authority 
by  object 

$  1,840,000,000 

$  1,840,000,000 

2,094,484,000 

254,484,000 
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CLIA 

Table  IV-22  Budget  Authority  by  Object 


Total  number  of  full-time 
permanent  positions 

80 

80 

- 

Total  compensable  work  years: 
Full-time  equivalent 
employment 

80 

80 

Full-time  equivalent  of 
overtime  and  holiday 

0.0 

0.0 

Average  ES  salary 

Average  GS  grade 

12.8 

12.9 

Average  GS  salary 

$58,000 

$61,827 

$ 

3,827 

Average  salary  of  ungraded 
positions 

Personnel  compensation: 
Full-time  permanent 

$4,640,000 

$4,946,160 

$ 

306,160 

Personnel  benefits 

788,800 

840,850 

52,050 

Total  personnel 
compensation  and  benefits 

$  5,428,800 

$  5,787,010 

$ 

358,210 
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Program  Management 
CLIA 

Table  IV-22  Budget  Authority  by  Object  (Continued) 


- 

Travel 

Transportation  of  Things 

Rents,  Communications  and  Utilities: 
Rental  Payments  to  GSA 

Communications,  Utilities,  and 
Miscellaneous  Charges 

Printing  and  Reproduction 

Consulting  Services 

Other  Services 

Medical  Care 

Supplies  and  Materials 

Equipment 

Land  &  Structures 

Insurance  Claims  and  Indemnities 

$227,695 

206,550 

5,828 
12,826,912 
24,285,334 

18,881 

223,141 

202,419 

5,711 
13,040,775 
23,722,441 

18,503 

Total  budget  authority 
by  object 

S  43,000,000 

43,000,000 
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ADMINISTRATIVE  COST 
Table  IV-23  Budget  Authority 


Activity-'-  

Personnel  Compensation: 

Full-time  permanent  (11.1 )  

Other  than  Full-Time  Permanent  ( 1 1 .3)  

Other  Personnel  Compensation  (1  1.5)  

Total  Personnel  Compensation  (1 1.9)  

Civilian  Personnel  Benefits  (12.1)  

Travel  (21.0)  

Transportation  of  Things  (22.0)  

Rental  Payments  to  Others  (23.2)  

Communications.  Utilities, 
and  Miscellaneous  Charges  (23.3)  

Printing  and  Reproduction  (24.0)  

Consulting  Services  (25. 1 )  

Other  Services  (25.2)  

Operation  of  GOCOs  (25.4)  

Research  and  Development 
Contracts  (25.5)  

Medical  Care  (25.6)  

Supplies  and  Materials  (26.0)  

Equipment  (3  1 .0)  

Land  and  Structures  (32.0)  , 

Grants.  Subsidies,  and  Contributions  (41.0) 

Total  


5221,853,103 
4,669,463 
1,488,724 
2^.011,290 

39.952,818 

5,216,648 

284,966 

28,523,248 

16,115,752 
6.020,317 
1,149,346 
331,487,665 


.041,471,294 
5,681,768 
16,146,560 

24,876,464 


te.'- 


5241,084.800 
4,816,100 
2,113,560 
248,014,460 

45,706,100 

2,227,695 

209,500 

24,344,300 

2.888,530 
2,485,430 
14.924,51  1 
355,272,754 


1.172,000.000 
421,440 
6,505,280 

8,000.000 


S268.818,460 
5.073.100 
2,220,000 
276,111,560 

52,250,350 
7,221,141 
225,000 
25,356,419 

6.471.331 
5,009,191 
14,406,553 
458,875,503 


1.267,700.000 
1.230,165 
7,026,787 
9.600,000 
6.000,000 


Sl,744,938,136 


Sl,883,000,000 


S2,137,484,000 
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PROGRAM  MANAGEMENT 


TABLE  IV-24  Detail  Of  Full-Time  Equivalent  (FTE)  Employment 


FY  1998 

FY  1997 

Current 

FY  1999 

COMPONENT 

Actual 

Estimate 

Estimate 

Office  ui  the  Administrator  

15 

15 

16 

Press  Office  ,  

7 

7 

Office  of  Legislation  

48 

48 

51 

Office  of  Equal  Opportunity  and  Civil  Rights  

17 

17 

18 

Office  of  Strategic  Planning  

169 

170 

179 

Office  of  Clinical  Standards  and  Quality  

178 

179 

189 

Office  of  Communications  and  Operations  Support.. 

122 

123 

130 

Center  for  Beneficiary  Services  

!85 

186 

196 

Center  for  Health  Plans  and  Providers  

403 

405 

427 

Center  for  Medicaid  and  State  Operations  

366 

368 

388 

Chief  of  Operations  

1.116 

1,122 

1.182 

Consortia.  

1.353 

1 362 

1,434 

Total,  HCFA  

3.979 

4,002 

4,217 

Average  GS  Grade 

1995   12.8 

1996   12.8 

1997   12.8 

1998   12.8 

1999   12.9 
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PROGRAM  MANAGEMENT 
TABLE  IV-25  FTE  Ceiling 


HCFA'S  FTE  CEILING 

FY  1981  Through  FY  1999 


3500 

81  82  83  84  85  86  87  88  89  90  91  92  93  94  95  96  97  98  99 

Fiscal  Year 
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PROGRAM  MANAGEMENT 
Table  IV-26  Detail  of  Positions 

FY  1997  FY  1998  FY  1999 

Actual  Estimate  Request 

Executive  level  I  

Executive  level  II  

Executive  level  III  

Executive  level  IV                                         1  I  1 

Executive  level  V       

Subtotal                                                   1  I  I 

Total  -  Executive  Level  Salary               Si  1 5,700  $  1 1 7,725  $  1 1 8,400 

ES-6                                                         4  4  4 

ES-5                                                         3  3  3 

ES-4                                                        12  12  12 

ES-3                                                         7  7  7 

ES-2                                                        10  10  10 

ES-I   8_   8_   8_ 

Subtotal                                                   44  44  44 

Total  -  ES  Salary                             $4,688,100  $4,786,550  $4,931,343 

GS-14/15                                                 550  553  582 

GS-13                                                  1,381  1,390  1,467 

GS-12                                                  1,013  1,019  1,073 

GS-U                                                       214  215  226 

GS-10                                                       1  I  I 

GS-9                                                      157  158  166 

GS-8                                                       27  27  28 

GS-7                                                      188  189  199 

GS-6                                                        169  170  179 

GS-5                                                         64  64  67 

GS-4                                                         40  40  42 

GS-3                                                          16  16  17 

GS-2                                                         5  5  5 

GS-1  ,   9_   9_   9_ 

Subtotal                                              3,834  3,856  4,061 

Total  full-time  equivalent 

employment,  end  of  year                             4,016  4,039  4,254 

Full-time  equivalent  (FTE)  usage                   3,979  4,002  4,217 

FY  1996  FY  1997  FY  1998 

Average  ES  level                                         3.0  3.0  3.0 

Average  ES  salary                                $110,500  $113,600  $117,100 

Average  GS/GM  grade                                 12.8  12.8  12.8 

Average  GS/GM  salary                            $53,350  $56,157  $58,000 
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MEDICARE  CONTRACTORS 
Table  IV-27  Change  in  Configuration 


FY  1994     FY  1995     FY  1996     FY  1997    FY  1998 

INTERMEDIARIES  1/ 


Blue  Cross  Plans 

40 

39 

37 

38 

35 

Commercials 

6 

6 

6 

4 

4 

Blue  Cross  Association 

1 

1 

1 

1 

1 

Total  Intermediaries 

47 

46 

44 

43 

40 

CARRIERS  21 

Blue  Shield  Plans 

25 

18 

17 

19 

17 

Commercials 

8 

12 

12 

8 

8 

Total  Carriers 

33 

30 

29 

27 

25 

DMERC3/ 

4 

4 

4 

4 

4 

TOTAL 

84 

80 

77 

74 

69 

1/  Intermediaries  process  Part  A  claims. 
21  Carriers  process  Part  13  claims. 

3/  Durable  medical  equipment  regional  carriers  (DMERCs)  process  claims/bills 
for  medical  supplies  and  equipment. 
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MEDICARE  STATE  CERTIFICATION 


IV-28  Voluntary  and  Involuntary  Terminations 


FY  1995 

FY  1996 

FY  1997 

TOTAL 

VOL. 

INVOL. 

TOTAL 

VOL. 

INVOL. 

TOTAL 

VOL. 

INVOL. 

Skilled  Nursing  Facilities 

42 

19 

61 

63 

24 

87 

96 

17 

113 

Nursing  Facilities 

42 

42 

84 

59 

3 

62 

54 

7 

61 

Intermediate  Care  Facilities  for 

the  Mentally  Retarded 

385 

385 

770 

134 

9 

143 

80 

17 

97 

Hospitals 

75 

75 

150 

120 

2 

122 

98 

3 

101 

Home  Health  Agencies 

180 

13 

193 

234 

42 

276 

316 

59 

375 

Hospices 

18 

1 

19 

23 

0 

23 

36 

37 

Outpatient  Physical  Therapy 

99 

6 

105 

93 

3 

96 

103 

5 

108 

Comprehensive  Outpatient 

Rehabilitation  Facilities 

13 

13 

8 

0 

8 

15 

0 

15 

X-Ray 

15 

0 

15 

19 

0 

19 

17 

0 

17 

End-Stage  Renal  Disease 

Facilities 

99 

3 

102 

27 

3 

30 

30 

5 

35 

Rural  Health  Clinics 

99 

3 

102 

111 

1 

112 

127 

5 

132 

Ambulatory  Surgical  Centers 

24 

1 

25 

18 

1 

19 

22 

3 

25 

Total 

1,091 

548 

1,639 

909 

88 

997 

994 

122 

1,116 

(Voluntary  terminations  include  mergers,  closures,  and  voluntary  withdrawals.) 
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MEDICARE+CHOICE 

Table  IV-29  Enrollment  and  Outlay  Growth 


Mid-Fiscal  Year  numbers  (in  thousands) 


Enrollment 

1998           1999           2000  2001 
1997         Estimate      Estimate      Estimate  Estimate 

Risk  Plans 

4,463 

5,637 

7,293 

9,698 

10,447 

Enrollment  as  a  percent  of 
the  program 

12% 

14% 

19% 

24% 

26% 

Increased  managed  care  enrollment  due  to  enactment  of 
BBA 


1998  1999  2000 

Mid-Fiscal  Year 


Outlays 

FY1998       FY1999       FY2000  FY2001 
FY1997        Estimate      Estimate      Estimate  Estimate 

$24,970 

$34,573 

$42,120 

$55,657 

$68,508 

Outlays  as  a  percentage  of 
total  Medicare  outlays 

12% 

16% 

19% 

24% 

27% 
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Health  Maintenance  Organization  Loan  and 


Appropriation  Language 

For  carrying  out  subsections  (d)  and  (e)  of  section  1308  of  the  Public  Health  Service  Act,  any 
amounts  received  by  the  Secretary  in  connection  with  loans  and  loan  guarantees  under  title 
XIII  of  such  act,  to  be  available  without  fiscal  year  limitation  for  the  payment  of  outstanding 
obligations.  During  fiscal  year  [1998]  1999,  no  commitments  for  direct  loans  or  loan 
guarantees  shall  be  made. 
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Health  Maintenance  Organization  Loan 
and  Loan  Guarantee  Fund 


Language  Analysis 


Language  Provision 


For  carrying  out  subsections  (d)  and  (e)  of 
section  1308  of  the  Public  Health  Service 
Act,  any  amounts  received  by  the  Secretary 
in  connection  with  loans  and  loan  guarantees 
under  title  XIII  of  such  act,  to  be  available 
without  fiscal  year  limitation  for  the  payment 
of  outstanding  obligations. 


Explanation 


Makes  receipts  of  the  fund  available  for  the 
payment  of  obligations,  i.e.,  prepayment 
premiums  and  interest  subsidies. 


During  fiscal  year  [1998]  1999,  no 
commitments  for  direct  loans  or  loan 
guarantees  shall  be  made. 


This  provision  prohibits  the  issuance  of 
additional  direct  loans  or  loan  guarantees 
from  being  made  to  health  maintenance 
organizations  from  the  Health  Maintenance 
Organization  Loan  and  Loan  Guarantee 
Fund. 
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GENERAL  STATEMENT 

The  Health  Maintenance  Organization  (HMO)  Loan  and  Loan  Guarantee  Fund  served  as 
a  mechanism  to  provide  working  capital  to  HMOs  in  their  initial  operating  periods  when 
financial  deficits  were  expected.  Direct  loans  were  made  to  HMOs  from  the  Fund.  These 
loans  were  then  sold,  with  guarantees,  to  the  Federal  Financing  Bank  (FFB).  The  Fund 
also  guaranteed  the  repayment  of  loans  made  by  private  lenders  to  HMOs. 

Since  HCFA  was  becoming  increasingly  more  responsible  for  coordinated  care,  the 
Publ'^  "ealth  Service's  HMO  p^prim  was  transferred  to  HCFA  in  1985.  Included  in  this 
transfer  was  the  HMO  Loan  and  Loan  Guarantee  Fund. 

The  HMO  Loan  Fund  is  now  dormant.  The  last  loan  commitments  were  made  in  1983. 
In  its  period  of  active  operation,  the  fund  operated  as  a  revolving  fund.  Direct  loans  to 
HMOs  were  sold,  with  a  guarantee,  to  the  FFB.  The  FFB  purchase  proceeds  were  then 
used  as  capital  for  additional  direct  loans. 

Currently,  HCFA  collects  principal  and  interest  payments  from  HMO  borrowers,  and  in 
turn  pays  the  FFB.  When  loans  are  prepaid,  HCFA  rarely  collects  a  prepayment  penalty 
because  most  of  the  loan  agreements  do  not  have  a  prepayment  penalty  clause.  However, 
when  HCFA  repays  the  loan  to  the  FFB,  a  prepayment  penalty  is  incurred,  therefore 
creating  an  obligation. 

In  FY  1995,  the  Congress  appropriated  $15  million  to  the  fund.  HCFA  expects  that  the 
unobligated  balance,  $10.5  million  at  the  beginning  of  FY  1999.  will  be  sufficient  to 
cover  all  obligations  incurring  through  FY  2003,  when  all  loans  the  FFB  holds  will  have 
been  repaid.  The  appropriations  language  is  necessary  to  pay  the  FFB  for  obligations 
related  to  prepayment  fees  and  loan  forfeitures. 
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HEALTH  MAINTENANCE  ORGANIZATION 
LOAN  AND  LOAN  GUARANTEE  FUND 


Table  IV-30  Amounts  Available  for  Obligation 


1997 
Actual 

1998 
Estimate 

1999 
Estimate 

Appropriation 

Non-Federal  sources: 
Guarantee  Loan  Program 

Offsetting  collections 

$2,359,000 

$1,676,000 

$1,700,000 

Interest  paid  to  rrB 

(dd^  C\f)ft\ 

Prepayment  penalties 

Discount  on  sale  of 
bond  to  FFB 

Redemption  of  debt 

(1,945,000) 

(1,351,000) 

(1,473,000) 

Unobligated  balance, 
start  of  year 

10,586,000 

10,401,000 

10,281,000 

Unobligated  balance, 
end  of  year 

10,401,000 

10.281.000 

10,188,000 

Total  obligations 

599,000 

445,000 

320,000 
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Laboratory  Inspections  under  the  Clinical  Laboratory 
Improvement  Amendments  of  1988 


Authorizing  Legislation  -  Public  Health  Service  Act,  Title  XIII,  Section  353. 

CLIA  Summary  Table 


FY  1997 

FYI99S 

FY  1999 

Increase  or 
Decrease 
1998/1997  | 

Enacted 

Poliey 

Estimate 

User  Fee  (Current  Law) 

$43,000,000 

$43,000,000 

$43,000,000 

Facts  in  Brief 

►  Under  CLIA,  HCFA  through  its  partnership  with  the  States,  will  continue  to  certify 
and  to  inspect  approximately  36,000  laboratories  that  test  human  specimens  in 
FY  1999. 

>  Inspection  and  certification  ensure  high  quality  and  accurate  medical  laboratory 
testing. 
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Purpose  and  Method  of  Operations 

The  Clinical  Laboratory  Improvement  Amendments  of  1988  (CLIA)  ensure  that  all 
laboratories  which  test  human  specimens  for  health  purposes,  including  those  in 
physician's  offices,  meet  Federal  health,  safety,  and  quality  standards. 

An  estimated  163.000  laboratories  are  currently  registered  with  the  CLIA  program. 
Approximately  1 13,500  or  69  percent  of  these  laboratories  are  classified  as  waived  or 
provider-performed  microscopy  laboratories,  meaning  they  are  not  subject  to  a  routine 
onsite  inspection.  The  most  significant  population  (approximately  91,000)  of  the 
laboratories  registered  under  the  CLIA  program  is  physician  office  laboratories  (POLs). 
Approximately  62.000  or  68  percent  of  the  POLs  are  waived  or  provider-performed 
microscopy  laboratories.  Other  facility  types  having  laboratories  subject  to  CLIA 
include:  hospitals,  nursing  facilities,  independent  laboratories,  end-stage  renal  disease 
facilities,  ambulator}'  surgical  centers,  rural  health  clinics,  insurance  laboratories,  and 
Federal,  State,  city  and  county  laboratories. 

Laboratories  exempt  from  routine  Federal  inspections  include  those  performing  only 
waived  tests,  laboratories  in  which  specified  practitioners  do  only  certain  microscopic 
tests,  laboratories  accredited  by  approved  accrediting  organizations,  and  laboratories  in 
States  that  approve  or  license  clinical  laboratories  under  standards  at  least  as  stringent  as 
CLIA.  Laboratories  w  hich  are  accredited  or  in  exempt  States  are  inspected  by  the 
accrediting  organization  or  State  at  the  same  frequency  as  HCFA-certified  laboratories. 
These  organizations  and  States  have  been  determined  to  have  standards  which  are 
equivalent  to  CLIA. 

CLIA  standards  are  based  on  the  complexity  of  tests,  not  the  type  of  laboratory  where  the 
testing  occurs.  Thus,  laboratories  performing  similar  tests  must  meet  similar  standards, 
whether  located  in  a  hospital,  doctor's  office,  or  other  site. 

The  first  cycle  of  inspections  for  the  CLIA  laboratories  was  completed  in  March  1995  in 
every  State  in  the  country.  The  CLIA  program's  findings  attest  to  the  need  for  continued 
vigilance  in  the  monitoring  of  the  quality  of  laboratory  testing.  During  the  first  cycle, 
approximately  80  percent  of  the  laboratories  inspected  had  deficiencies  in  one  or  more 
areas,  and  more  than  10  percent  of  the  facilities  had  serious  deficiencies  which  could 
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potentially  cause  health  risks  to  patients.  For  those  laboratories  that  have  had  two 
surveys,  approximately  60  percent  have  deficiencies  in  one  or  more  areas.  By  identifying 
and  facilitating  the  correction  of  deficiencies,  CLIA  has  improved  the  quality  of  testing  in 
laboratories. 

User  Fees 

The  CLIA  program  is  a  100-percent  user- fee  financed  program.  Costs  have  been  reduced 
to  ensure  a  positive  cash-flow  in  the  CLIA  account.  HCFA  realized  early  in  1992  that 
anticipated  revenues  would  not  support  the  projected  costs  of  CLIA  and  aggressively 
began  to  identify  and  implement  procedures  to  reduce  the  costs  of  the  program.  Both 
HCFA  and  its  CLIA  partner,  the  Centers  for  Disease  Control  and  Prevention  (CDC),  have 
successfully  reduced  Federal  administrative  costs.  The  agencies  have  streamlined 
administrative  activities  resulting  in  the  need  for  fewer  full-time  equivalent  employees 
than  originally  anticipated.  For  this  reason  both  HCFA  and  CDC  have  ceased  all  hiring 
under  the  CLIA  program.  HCFA  has  also  limited  the  travel  and  equipment  costs  needed 
to  administer  the  program.  By  achieving  efficiencies  in  the  inspection  process,  HCFA 
has  substantially  cut  compliance  activity  costs,  without  negatively  impacting  the  CLIA 
program.  In  addition  a  new  fee  schedule  was  published  in  Fall  1997,  effective  January 
1998,  which  will  ensure  solvency  of  the  CLIA  program. 

Current  Findings 

Initial  CLIA  surveys  identified  more  deficiencies  in  physician  office  laboratories  (POLs) 
than  in  any  other  clinical  laboratories.  For  example: 

►  3 1  percent  of  POLs  failed  to  adequately  assess  whether  tests  were  producing 
accurate  results,  compared  to  20  percent  of  other  laboratories; 

►  28  percent  of  POLs  failed  to  follow  test  manufacturers'  instructions,  compared  to 
1 8  percent  of  other  laboratories; 

►  27  percent  of  POLs  failed  to  establish  and  follow  a  quality  assurance  program  to 
monitor  overall  operations  compared  to  18  percent  of  other  laboratories;  and, 

Data  from  the  second  cycle  of  CLIA  surveys  show  major  strides  in  quality  improvement 
in  the  16,884  POLs  that  have  undergone  a  second  CLIA  survey.  Serious  deficiencies 
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decreased  between  their  first  and  second  inspections;  however,  the  data  also  indicate  that 
a  significant  number  of  serious  quality  problems  exist,  which  reinforces  the  need  for 
oversight. 

Methods  of  Correction 

After  finding  a  laboratory  out  of  compliance  with  CLIA  requirements,  HCFA  has  several 
sanctions  it  can  impose  upon  the  laboratory.  They  include  suspension  or  revocation  of 
the  CLIA  certificate,  civil  monetary  penalties,  directed  plan  of  correction,  and  suspension 
of  all  or  part  of  Medicare  payments. 

However,  HCFA's  approach  to  CLIA  compliance  is  primarily  educational,  giving 
laboratories  feedback  about  quality  problems  and  recommending  solutions.  Our  main 
goal  is  to  assist  laboratories  and  make  quality  improvements  leading  to  more  accurate  test 
results  and  better  patient  care. 

The  data  shows  that  this  approach  is  working,  especially  with  physician  office 
laboratories.  Of  those  physician  office  laboratories  that  have  undergone  two  surveys, 
compliance  rates  have  doubled  in  the  second  survey  cycle. 

Rationale  for  the  CLIA  Budget  Estimate 

The  CLIA  budget  development  methodology  is  based  upon  the  number  of  CLIA 
laboratories,  the  complexity  and  volume  of  tests  performed,  the  levels  of  State  agency 
survey  performance  and  workloads,  and  survey  costs.  HCFA  determines  national  State 
survey  workloads  by  taking  the  total  number  of  laboratories  and  then  excluding  waived 
laboratories,  laboratories  issued  certificates  of  provider-performed  microscopy.  State- 
exempt  laboratories,  and  accredited  laboratories.  HCFA  then  sets  the  national  State 
survey  workload  at  100  percent  of  the  laboratories  to  be  inspected  in  a  2-year  cycle. 
Workloads  for  each  cycle  include  a  3  to  5  percent  sample  review  of  the  16,132  accredited 
laboratories  and  surveys  of  33.037  non-accredited  laboratories. 

In  an  effort  to  continue  the  program  in  a  cost  efficient  manner.  HCFA  has  developed 
aggressive  cost  containment  measures.  For  example.  HCFA  has  developed  the  Alternate 
Quality  Assessment  Survey  (AQAS).  This  is  a  self-evaluation  developed  to  coincide  with 
HCFA's  onsite  survey  process  which  focuses  on  the  laboratory's  continuing  quality 
improvement  activities  rather  than  the  traditional  survey.  Approximately  15-20  percent 


IY-40 


585 


Health  Care  Financing  Administration 

of  the  laboratories  inspected  by  HFCA  will  qualify  for  the  AQAS  survey.  Laboratories 
that  have  had  an  initial  onsite  survey  resulting  in  no  deficiencies  and  satisfactory 
proficiency  testing  performance  receive  an  onsite  survey  on  alternate  2-year  cycles. 
Those  laboratories  not  receiving  an  onsite  survey  would  receive  the  AQAS  form.  The 
applicability  of  the  AQAS  includes  physician  office  laboratories.  Five  percent  of  those 
laboratories  receiving  the  AQAS  will  receive  an  onsite  survey  for  verification  purposes. 
The  State  agencies  and  HCFA  regional  offices  will  have  discretion  in  adding  or  deleting 
laboratories  eligible  for  the  AQAS  survey,  but  all  State  survey  agencies  will  participate. 

The  on-site  survey  process  has  been  updated.  Surveys  now  focus  on  lab  practices  directly 
related  to  the  accuracy  of  test  results  or  potential  risk  to  patients.  Surveyors  no  longer  use 
regulations  as  a  "checklist"  for  compliance  with  CLIA. 

The  CLIA  program  has  evolved  from  the  original  projections  of  the  scope  and  complexity 
of  the  program.  HCFA,  CDC,  and  the  States  have  remained  focused  on  the  mission  to 
improve  the  accuracy  and  reliability  of  tests  administered  in  our  Nation's  laboratories, 
thereby  improving  health  care  for  all  and  decreasing  health  care  costs.  HCFA  and  CDC 
have  reevaluated  the  program,  procedures,  responsibilities,  and  timelines  to  continuously 
achieve  more  efficiencies.  By  maintaining  flexibility  and  being  result-oriented,  in 
response  to  changing  conditions  the  agencies  continue  to  administer  the  program 

HCFA  continues  to  closely  monitor  the  revenue  and  costs  of  CLIA.  To  maintain  the 
integrity  of  the  program,  adjustments  to  the  fee  structure,  along  with  adjustments  to  the 
program,  may  be  considered  when  all  other  collection  and  efficiency  measures  have  been 
exhausted. 
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Medicare  Integrity  Program/HCFAG 


Health  Care  Fraud  and  Abuse  Control  (HCFAC)  Summary  Table 

(dollars  in  thousands) 


FY  1997 
Appropriation 

FY  1998 
Estimate 

FY  1999 
Estimate 

FY  1998/99 
Increase  or 
Decrease 

Medicare  Integrity  Program  1/ 
FBI 

HCFA  -  Wedge 
Other  Wedge 
Total  Obligations 

$440,000 
$47,000 
$5,345 
$98,655 

$591,000 

$500,000 
$56,000 
$950 
$118,650 
$675,600 

$955,000 
$66,000 
$1,950 
$135,590 
$1,158,540 

+$455,000 
+$10,000 
+$1,000 
+$16,940 

+$482,940 

1/  P.L.  104-191  Section  202  (Kassebaum/Kennedy)  created  the  Medicare  Integrity  Program  which  shifts  funding  for  payment 
safeguards  from  HCFA's  discretionary  appropriation  to  a  mandatory  program  under  the  Hospital  Insurance  Trust  Fund. 

Medicare  Integrity  Program  (MIP) 

FY  1999  represents  the  third  year  of  HCFAC  funding.  Established  under  Section  201  of 
HIPAA,  MIP  provides  an  uninterrupted  and  permanent  source  of  funding  for  IICFA's 
payment  safeguard  activities  through  the  Hospital  Insurance  Trust  Fund.  The  legislation 
specified  annual  funding  amounts  for  the  Medicare  Integrity  Program,  the  Federal  Bureau 
of  Investigation  and  the  DHHS/OIG.  The  Secretary  of  Health  and  Human  Services  and 
the  Attorney  General  jointly  agree,  on  an  annual  basis,  to  funding  allocations  within  their 
Departments,  as  well  as  for  non-HHS-Department  of  Justice  spending. 

In  FY  1999,  HCFA  will  continue  efforts  to  improve  the  fiscal  integrity  of  the  Medicare 
program.  Under  the  MIP,  the  primary  role  of  each  Medicare  contractor  is  to  ensure  that 
all  Medicare  claims  are  initially  paid  correctly.  To  that  end,  HCFA  will  continue  to 
focus  in  FY  1 999  on  strategies  that  prevent  and  reduce  erroneous  or  fraudulent  practices 
prior  to  claim  payment.  HCFA  will  pursue  the  following  strategies  this  year  to  improve 
our  ability  to  preserve  the  Medicare  trust  funds.  The  budget  authority  for  FY  1999  is 
$560  million.  We  are  proposing  an  additional  $395  million  be  provided  by  charging 
providers  a  fee  to  cover  the  cost  of  Medicare  desk  review,  audit,  and  cost  settlement 
activities.  Desk  review,  audit,  and  cost  settlement  activities  are  necessary  to  determine 
the  appropriate  amount  of  payment  due  to  a  provider  from  the  Medicare  program.  Private 
sector  companies  are  required  to  pay  the  costs  of  audits  performed  by  accounting  firms  as 
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part  of  their  business.  Medicare  providers  are  not  charged  for  this  activity.  Establishing 
this  type  of  requirement  in  Medicare  would  be  consistent  with  that  of  the  private  sector. 
Large  providers  would  experience  little,  if  any,  impact.  The  impact  will  be  greater  for 
small  providers.  However,  the  fees  would  also  be  lower  for  smaller,  less  complex, 
providers.  Additionally,  these  fees  could  serve  as  a  deterrent  to  keep  marginally  solvent 
providers  out  of  the  Medicare  program. 

Contractor  Funding  Distribution 

The  first  step  in  HCFA's  efforts  to  preserve  the  Medicare  trust  funds  is  to  ensure  the 
appropriate  allocation  of  MIP  funding.  In  prior  years,  contractors'  payment  safeguard 
funding  was  based  on  the  contractor  bottom-line  unit  costs  (BLUC).  Essentially,  use  of 
the  BLUC  distributed  payment  safeguard  funding  to  contractors  based  on  the  number  of 
bills  and  claims  processed.  While  this  approach  provided  funding  to  HCFA's  Medicare 
contractors  based  on  the  size  of  the  claims  processing  workload,  it  did  not  specifically 
take  into  account  the  programmatic  dollars  at  risk  or  specific  program  vulnerabilities. 
Accordingly,  HCFA  is  currently  developing  alternate  program  safeguard  methods  and 
models  to  distribute  MIP  funding  to  contractors  in  FY  1998.  In  FY  1998,  funding 
methodologies  will  emphasize  prepayment  activities  and  performance  outcomes  such  as 
suspending  erroneous  or  fraudulent  payments  before  the  money  actually  goes  to  the 
provider.  In  FY  1999,  contractor  funding  methodologies  and  models  will  be  adjusted  to 
reflect  operational  realities  and  revised  working  assumptions. 

Prevention  -  Investing  in  Technology 

In  FY  1999,  additional  emphasis  will  be  placed  on  utilizing  tools  which  will  permit 
impro\  wd  prepayment  identification  of  payments  that  should  not  be  made.  HCFA  will 
continue  to  pursue  cutting  edge  analytic  methods  and  technology.  HCFA  is  also  planning 
to  procure  statistical  analysis  contractors,  which  will  be  modeled  closely  after  the 
statistical  analysis  durable  medical  equipment  regional  contractor.  These  contractors  will 
be  critical  in  supporting  MIP  activities  designed  to  prevent  fraud  and  abuse  in  the 
Medicare  program. 

MIP  Contracts  -  Statements  of  Work 

HCFA  will  use  the  specific  contracting  authorities  provided  by  the  HIPAA,  consistent 
with  the  Federal  acquisition  regulations,  to  enter  into  agreements  with  entities  other  than 
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our  current  fiscal  intermediaries  and  carriers  to  perform  payment  safeguard  functions.  To 
implement  these  contracting  authorities,  HCFA  must  develop  entirely  new  statements  of 
work  (SOWs)  for  these  contracts.  HCFA  employees  are  currently  working  on  three  major 
SOWs  for  MIP  activities,  which  include: 

►  Statistical  Analysis  Contractor 

The  Statistical  Analysis  Contractor  (SAC)  will  improve  Medicare  payment  safeguard 
activities  by  enhancing  HCFA's  analytical  capabilities  and  tools,  by  providing  a 
comprehensive  data  analysis  perspective,  by  identifying  potential  program/policy 
vulnerabilities  at  an  early  stage,  and  by  improving  data  dissemination  among  payment 
safeguard  stakeholders.  HCFA's  goal  is  to  initiate  a  competition  for  an  initial  SAC 
contract  in  FY  1999.  Use  of  a  SAC  will  benefit  Medicare  program  safeguard  efforts  in 
several  ways  by  providing  timely  information  about  billing  and  utilization 
trends/aberrancies  to  contractors  for  appropriate  action;  e.g.,  focused  medical  review, 
implementation  of  edits,  fraud  referrals/investigations,  overpayment  recoupment,  local 
policy  development,  etc. 

►  Program  Safeguard  Contractors 

Program  Safeguard  Contractors  will  consolidate  activities  to  ensure  that  possible  fraud 
and  abuse  problems  are  identified  and  investigated  in  their  totality  for  all  provider  types. 
This  will  allow  for  a  more  comprehensive  focus  on  problems  while  retaining  the  benefits 
of  concentrating  on  such  areas  as  durable  medical  equipment,  home  health,  or  managed 
care  integrity  issues.  Each  contractor  will  carry  out  these  functions  for  Medicare  services 
for  all  beneficiaries  in  a  specific  geographical  area.  We  expect  to  initiate  a  request  for 
proposals  (RFP)  for  such  a  contractor  in  FY  1998. 

►  Coordination  of  Benefits 

The  Coordination  of  Benefits  contractor  will  develop  and  maintain  information  about  the 
coordination  of  Medicare  benefits  with  beneficiaries  who  maintain  other  insurance 
coverages.  The  Coordination  of  Benefits  contractor  will  maintain  a  comprehensive 
insurance  profile  for  all  Medicare  beneficiaries,  conduct  beneficiary  surveys  requesting 
information  about  the  existence  of  other  health  insurance  coverage  in  accordance  with 
Public  Law  103-432  (Medicare  Secondary  Payer  Reforms),  and  conduct  an  annual  survey 
on  approximately  500,000  employers  soliciting  other  health  insurance  coverage 
information  about  selected  Medicare  beneficiaries  in  employer  group  health  plans  in 
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accordance  with  42U.S.C.1395y(b)(5)  (IRS/SSA/HCFA  Data  Match).  In  addition,  HCFA 
is  initiating  volunteer  reporting  agreements  with  employers. 

Each  contractor  will  carry  out  these  functions  for  Medicare  services  for  all  beneficiaries, 
including  those  enrolled  in  managed  care,  in  a  specific  geographical  area. 

Ongoing  Payment  Safeguard  Operations 

Additionally,  HCFA  recognizes  the  importance  of  working  with  law  enforcement  partners 
and  other  Federal  and  State  agencies  to  improve  the  fiscal  integrity  of  the  Medicare  trust 
funds.  HCFA  will  continue  to  work  with  our  partners,  including  the  DHHS  OIG, 
Department  of  Justice,  State  agencies  for  survey  and  certification  and  Medicaid.  This  is 
the  primary  point  of  project  operation  restore  trust.  The  cooperation  of  Medicare 
contractors  is  key  to  identifying  and  pursuing  fraudulent  and  abusive  providers. 
Contractors  often  refer  cases,  perform  cost  reports  audits,  medically  review  claims,  and 
assist  in  the  development  of  fraud  cases.  Furthermore,  contractors  train  law  enforcement 
investigators,  provide  program  expertise,  and  assist  in  needed  data  analysis. 

HCFAC  Wedge  Funding 

The  Secretary  of  Health  and  Human  Services  and  the  Attorney  General  jointly  agree  to 
annual  spending  allocations  other  than  for  MIP  and  FBI.  HCFA  has  submitted  a  request 
for  FY  1999  spending  to  the  Department.  Funding  will  be  used  to  maintain  and  expand 
the  HCFA  Customer  Information  System  (HCIS),  to  maintain  and  expand  the  number  of 
Medicare  Satellite  Offices,  and  to  increase  the  amount  of  HCFA  travel  funds  available  to 
coordinate  fraud  and  abuse  activities,  including  Operation  Restore  Trust  (ORT)  related 
activities.  These  HCFA  projects  and  the  requested  funding  for  FY  1999  are  discussed 
below. 

►       HCFA  Customer  Information  System 

HCIS  is  the  automation  architecture  being  used  to  support  the  development  and 
distribution  of  Medicare  specific  information  to  the  Agency's  customer  base.  HCIS 
functionality  is  designed  specifically  to  counter  fraud  and  abuse  in  the  Medicare  program. 

HCIS  accomplishes  this  in  two  ways  ~  (1)  through  the  availability  of  summarized  data 
that  can  be  used  to  focus  on  specific  areas  of  interest  and  (2)  via  access  to  beneficiary 
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claim  level  data.  These  functions  complement  each  other.  For  example,  an  auditor 
looking  for  patterns  of  Medicare  fraud  can  use  summarized  data  to  focus  an  investigation 
on  a  specific  area  of  interest.  Since  the  investigation  is  focused  at  this  point,  the  number 
of  beneficiary  claim  detail  records  needed  can  be  kept  to  a  minimum.  The  smaller  request 
set  can  later  be  used  to  process  a  request  for  complete  detail  data  in  the  event  the 
preliminary  investigation  warrants  more  comprehensive  analysis.  These  two  major  HCIS 
functions  can  also  be  used  independently  of  each  other. 

Access  to  Medicare  data  is  essential  to  law  enforcement's  goals  of  conducting 
investigations,  audits  and  evaluations,  and  inspections  relating  to  the  delivery  of  and 
payment  for  health  care.  In  addition,  increased  data  analysis  by  law  enforcement  officials 
will  facilitate  the  enforcement  of  the  provisions  of  sections  1 128,  1 128A,  and  1 128B  of 
HIPAA.  Specifically,  HCIS  will  enable  OIG  and  DOJ  personnel  to  target  aberrant 
providers,  reduce  investigative  time,  and  improve  actual  recoveries  to  the  Medicare  Trust 
Funds. 

►  Satellite  Offices 

Results  from  the  Miami  satellite  office  demonstrate  that  a  local  presence  by  HCFA 
personnel  increases  the  coordination  and  communication  between  HCFA,  the 
Administration  on  Aging  (AoA),  State  agencies,  and  law  enforcement  agencies. 
Establishing  and  maintaining  Medicare  satellite  offices  is  consistent  with  section  201  of 
HIPAA.  Specifically,  Medicare  satellite  offices  will  enable  HCFA  to  assist  in  initial  and 
ongoing  law  enforcement  investigations,  audits,  evaluations,  and  inspections  relating  to 
the  delivery  of  and  payment  for  health  care  in  the  United  States.  Moreover,  a  local  HCFA 
presence  in  areas  where  the  Medicare  program  is  particularly  vulnerable  allows  HCFA  to 
coordinate  with  law  enforcement  agencies  more  effectively.  Integrating  its  efforts  with 
law  enforcement  allows  HCFA  to  move  aggressively  to  reduce  fraud  and  abuse  in  those 
geographic  areas  most  prone  to  fraudulent  behavior. 

►  Travel  for  Fraud  and  Abuse  Activities 

The  increased  emphasis  and  spending  on  fraud  and  abuse  activities  will  require  HCFA 
staff  to  travel  in  order  to  coordinate  Federal,  State  ~.nd  local  law  enforcement  programs  to 
control  fraud  and  abuse  in  the  Medicare  and  Medicaid  programs.  For  example,  the 
expansion  of  ORT  from  a  5-State  demonstration  to  a  17-State  project  requires  an 
increased  amount  of  travel  for  HCFA's  central  and  regional  office  employees. 
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Accordingly,  we  believe  that  dedicated  fraud  and  abuse  travel  funds  for  such  efforts  as 
Project  ORT  are  consistent  with  Section  201  of  HIPAA. 
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SIGNIFICANT  ITEMS  IN  HOUSE,  SENATE,  AND  CONFERENCE 
COMMITTEE  REPORTS  FOR  FY  1998 


FY  1998  House  Appropriations  Committee  Report  Language  (105-2051 
Item 

Vulnerable  Populations  -  The  Committee  encourages  HCFA  to  demonstrate  and  evaluate 
model  programs  developed  and  managed  by  non-profit  community  and  family  services 
organizations  which  help  vulnerable  populations  in  low-income  settings  to  become  better 
consumers  of  managed  health  care. 

Action  Taken  or  To  Be  Taken 

HCFA  has  not  received  an  application  relating  to  this  project.  However,  we  will  be  open 
to  unsolicited  proposals  from  States. 

Item 

Medical  Nutrition  Therapy  -  The  Committee  encourages  HCFA  to  conduct  a 
demonstration  project  on  coverage  of  medical  nutrition  therapy  by  registered  dieticians 
and  other  licensed  or  nationally  certified  medical  practitioners  under  Part  B  of  Medicare 
to  investigate  its  impact  on  program  costs  and  beneficiary  health  and  quality  of  life. 

Action  Taken  or  To  Be  Taken 

Section  4108  of  the  BBA,  Study  on  Preventive  and  Enhanced  Benefits,  requires  that  the 
Secretary  request  that  the  National  Academy  of  Sciences  analyze  the  expansion  or 
modification  of  preventive  or  other  benefits  provided  to  Medicare  beneficiaries.  The 
statutory  language  specifically  listed  some  benefits  that  are  to  be  included  in  this  study 
and  the  first  one  is  "Nutrition  therapy  services,  including  parenteral  and  enteral  nutrition, 
and  including  the  provision  of  such  services  by  a  registered  dietician."  HCFA  has  no 
objections  to  the  Senate  committee  language  about  how  to  structure  this  part  of  the  BBA 
mandated  study.  However,  the  House  and  Senate  language  about  a  coverage 
demonstration  seems  to  negate  the  need  for  the  BBA  study.  When  determining  coverage 
of  a  service,  we  want  to  have  evidence  that  supports  our  decision.  The  National  Academy 
of  Sciences  study  should  provide  us  with  the  appropriate  evidence.  After  we  have 
reviewed  the  evidence,  we  may  feel  the  need  to  have  a  demonstration  project  to  further 
study  the  impact  on  Medicare  beneficiaries.  Conducting  a  demonstration  before 
conclusion  of  this  study  does  not  seem  advisable.  Two  organizations,  Weight  Watchers 
and  the  American  Dietetic  Association  have  expressed  interest  in  this  project.  HCFA  has 
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been  working  with  the  National  Academy  of  Sciences  to  develop  this  study.  We  believe 
that  the  study  will  be  initiated  later  this  year. 

Item 

Medicare  Reimbursement  -  The  Committee  is  concerned  that  HCFA  has  not  modified  its 
Medicare  reimbursement  policies  to  permit  reimbursement  of  patient  care  in  high  quality 
clinical  trials.  The  Committee  encourages  HCFA  to  work  with  the  National  Institutes  of 
Health  (NIH)  to  develop  a  plan  for  reimbursing  patient  care  in  clinical  trials  identified  by 
NIH  as  being  of  high  quality  science. 

Action  Taken  or  To  Be  Taken 

The  President's  proposed  law  budget  would  establish  a  three-year  demonstration 
program,  specifically  for  Medicare  beneficiaries,  to  cover  the  patient  care  costs  for  those 
who  participate  in  NIH-sponsored  cancer  clinical  trials.  The  demonstration  would  be 
administered  by  HCFA,  but  would  be  funded  by  $750  million  in  receipts  from  tobacco 
legislation  and  would  not  affect  the  financial  condition  of  the  HI  and  SMI  trust  funds. 

Item 

Safety-Net  Hospitals  -  The  Committee  understands  that  HHS  is  assessing  the  role  of 
"safety-net  uospitals,"  those  medical  facilities  which  are  the  sole  providers  of  health  care 
for  large  numbers  of  indigent  patients.  Recognizing  the  importance  of  these  facilities  to 
the  nation's  health  care  delivery  system,  the  Committee  urges  the  Department  to 
formulate  criteria  to  identify  these  institutions  as  well  as  suggestions  for  alternative 
methods  of  providing  for  their  support. 

Action  Taken  or  To  Be  Taken 

The  Department  and  HCFA  share  the  committees'  concerns  on  "safety-net  hospitals"and 
will  take  the  Committee's  suggestions  into  account  as  we  assess  the  role  of  "safety-net 
hospitals"  in  the  nation's  health  care  delivery  system. 

FY  1993  Senate  Appropriations  Committee  Report  Language  (105-58) 

Item 

Access  to  Medical  Services  in  Rural  Areas  -  The  Committee  continues  to  strongly 
support  efforts  to  test  the  use  of  telemedicine  to  expand  access  to  health  care  in  rural 
areas.  Because  HCFA  did  not  develop  a  Medicare  reimbursement  policy  for  these  pilot 
sites  until  2  years  into  a  3-year  project,  the  Committee  has  included  sufficient  funds  to 
cover  the  administrative  and  evaluation  costs  associated  with  these  projects  for  an 
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additional  24  months.  This  will  ensure  that  these  projects  will  continue  to  operate  for  a 
full  3  years  under  a  pilot  reimbursement  program.  While  the  Committee  has  been  pleased 
with  HCFA's  work  in  this  area,  it  is  concerned  about  the  limited  amount  of  data  that 
HCFA  is  collecting  under  the  demonstration  and  the  impact  this  will  have  on  the 
timeliness  and  usefulness  of  the  demonstrations.  HCFA  is  not  fully  utilizing  all  of  the 
sites  affiliated  with  these  projects.  The  Committee  urges  HCFA  to  include  all  sites  and 
providers  affiliated  with  the  existing  demonstration  projects  in  the  Medicare 
reimbursement  policy  demonstration  regardless  of  whether  these  affiliated  sites  are 
funded  by  HCFA.  The  Committee  also  urges  HCFA  to  evaluate,  "store  and  forward" 
applications,  as  well  as  telemental  heaiui  and  emergency  care  services. 

Action  Taken  or  To  Be  Taken 

HCFA  has  solicited  additional  information  that  is  necessary  to  pursue  an  expansion  from 
all  of  the  current  demonstration  projects.  Iowa  Mercy  Foundation  has  requested  an 
expansion  to  2 1  additional  "spoke"  sites.  We  should  hear  from  the  remaining  four 
projects  shortly  (NC,  WV,GA,  and  another  project  in  IA).  Once  the  information  has  been 
obtained,  HCFA  will  forward  an  expansion  proposal  to  OMB. 

Item 

Nutrition  Therapy  Services  -  The  Committee  recommends  that  the  Secretary,  :n 
conducting  the  study  of  the  costs  and  benefits  of  providing  medical  nutrition  therapy 
services  to  Medicare  beneficiaries,  ensure  that  the  study  examine  providing  such  services 
by  registered  dietitians  in  group  as  well  as  individual  settings  to  determine  the  most  cost- 
effective  method  to  provide  nutrition  therapy.  Further,  the  Committee  recommends  that 
the  scope  of  the  study  include  medical  conditions  ranging  from  malnutrition  to  obesity, 
recognizing  that  obesity  is  the  second  leading  preventable  cause  of  death  in  the  United 
States. 

Action  Taken  or  To  Be  Taken 

Section  4108  of  the  Balanced  Budget  Act  (BBA),  Study  on  Preventive  and  Enhanced 
Benefits,  requires  that  the  Secretary  request  that  the  National  Academy  of  Sciences 
analyze  the  expansion  or  modification  of  preventive  or  other  benefits  provided  to 
Medicare  beneficiaries.  The  statutory  language  specifically  listed  some  benefits  that  are 
to  be  included  in  this  study  and  the  first  one  is  "Nutrition  therapy  services,  including 
parenteral  and  enteral  nutrition,  and  including  the  provision  of  such  services  by  a 
registered  dietician/'  HCFA  has  no  objections  to  the  Senate  committee  language  about 
how  to  structure  this  part  of  the  BBA  mandated  study.  However,  the  House  and  Senate 
language  about  a  coverage  demonstration  seems  to  negate  the  need  for  the  BBA  study. 


IV-50 


595 


Health  Care  Financing  Administration 

When  determining  coverage  of  a  service,  we  want  to  have  evidence  that  supports  our 
decision.  The  National  Academy  of  Sciences  study  should  provide  us  with  the 
appropriate  evidence.  After  we  have  reviewed  the  evidence,  we  may  feel  the  need  to 
have  a  demonstration  project  to  further  study  the  impact  on  Medicare  beneficiaries. 
Conducting  a  demonstration  before  conclusion  of  this  study  does  not  seem  advisable. 
Two  organizations,  Weight  Watchers  and  the  American  Dietetic  Association  have 
expressed  interest  in  this  project.  HCFA  has  been  working  with  the  National  Academy  of 
Sciences  to  develop  this  study.  We  believe  that  the  study  will  be  initiated  later  this  year. 

Item 

Ventilator-Dependent  Unit  -  The  Committee  strongly  supports  continued  funding  for  the 
Temple  University  Hospital  Ventilator  Rehabilitation  Unit.  Demonstration  authority  for 
this  highly  successful  project,  rated  outstanding  in  the  Nation  by  an  independent  audit, 
expired  June  30,  1997.  The  Committee  expects,  therefore,  that  the  HCFA  project, 
demonstration  projects  with  respect  to  chronic  ventilator-dependent  unit  at  Temple 
University  Hospital. 

Action  Taken  or  To  Be  Taken 

HCFA  has  extended  the  demonstration  through  June  1998. 
Item 

Insurance  to  Uninsured  Demonstration  -  The  Committee  is  aware  of  the  need  to  provide 
vulnerable  populations  in  low-income  settings  with  the  knowledge  necessary  to  access 
appropriate,  effective,  and  cost-efficient  primary  health  care  through  managed  care  plans. 
The  Committee  recommendation  includes  sufficient  funds  to  demonstrate  and  evaluate 
model  programs  developed  and  managed  by  nonprofit  community  and  family  services 
organizations,  which  help  vulnerable  populations  in  low-income  settings  to  understand 
how  to  use  managed  care  for  themselves  and  their  children. 

The  Committee  recommends  that  HCFA  undertake  a  demonstration  program  with  no 
fewer  than  four  States  to  develop  collaborative  initiatives  to  provide  insurance  to 
uninsured  individuals  who  are  not  eligible  for  Medicaid  coverage.  Under  this 
demonstration  program,  States  would  be  permitted  to  allow  hospitals  to  utilize  funds  used 
to  reimburse  hospitals  for  costs  of  medical  care  for  the  uninsured,  to  provide  assistance  to 
low-income  individuals  for  the  purchase  of  health  coverage.  States  selected  to  participate 
in  this  demonstration  project  should  coordinate  with  local  private  entities  for  planning  and 
implementation,  and  initially  may  restrict  the  project  to  a  limited  geographic  area.  The 
Administrator  should  permit  multiple  States  to  jointly  develop  a  program  for  metropolitan 
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statistical  areas  that  cross  State  boundaries.  The  Committee  is  aware  of  an  initiative  by 
St.  Louis  2004,  which  is  located  in  St.  Louis,  MO,  to  provide  expanded  coverage  to 
uninsured  individuals  using  existing  resources  in  the  community  including  State  and 
Federal  dollars  already  spent  for  medical  care  for  the  uninsured;  the  Committee  urges  full 
and  fair  consideration  of  this  group's  effort. 

Action  Taken  or  To  Be  Taken 

HCFA  has  not  received  an  application  relating  to  this  project.  However,  the  Agency  is 
open  to  unsolicited  proposals  from  States. 

Item 

Health  Care  Access  and  Quality  For  The  Frail  Elderly  -  The  Committee  believes  that 
HCFA  research  efforts  should  focus  on  strategies  for  assuring  health  care  access  and 
quality  for  the  vulnerable,  frail  elderly.  For  those  with  chronic  conditions,  the  Physician 
Payment  Review  Commission  has  recommended  the  use  of  case  management  services. 
The  Committee  encourages  HCFA  to  continue  to  pursue  demonstration  projects  that 
would  test  the  use  of  case  management  and  aid  in  the  development  of  appropriate  fee-for- 
service  payment  methodologies  for  Medicare.  The  Committee  encourages  HCFA  to 
support  research  to  develop  cost-effective  models  for  end-of-life  care  for  Medicare 
beneficiaries  suffering  from  chronic,  fatal  illnesses  who  do  not  qualify  for  the  hospice 
benefit.  The  Committee  also  encourages  research  on  appropriate  ways  to  recognize,  in 
Medicare  payment  methods,  the  extra  time  and  complexity  associated  with  care  for  the 
frail  elderly. 

Action  Taken  or  To  Be  Taken 

The  BBA  requires  HCFA  to  conduct  coordinated  care  demonstrations  in  five  urban  sites, 
three  rural  sites,  and  one  site  in  the  District  of  Columbia.  These  demonstrations  will  test 
case  management  techniques  for  beneficiaries  with  chronic  illnesses  and  are  to  be 
implemented  by  August  1999.  The  study  specifications  will  be  determined  following  a 
year  one  review  of  best  practices.  Given  the  potential  benefit  of  coordinated  care  for 
complex  patients  facing  end-of-life  needs  and  HCFA's  commitment  to  improve  the  care 
for  the  dying,  these  demonstrations  may  well  focus  on  these  patients. 

Item 

Nurse  -Run  Clinics  -  The  Committee  encourages  that  research  and  demonstration 
activities  include  the  concept  of  nurse-run  clinics  and  the  utilization  of  advanced  practice 
nurses  as  primary  care  providers.  As  Medicare  moves  into  the  managed  care  arena  it  is 
important  that  the  most  effective  health  care  delivery  systems  be  identified  and  utilized. 
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Health  promotion  and  prevention  initiative  which  are  integral  functions  of  nursing  will 
play  a  significant  role  in  the  future  health  care  of  our  aging  population. 

Action  Taken  or  To  Be  Taken 

As  HCFA  develops  the  research  and  demonstration  agenda  for  the  next  year,  we  will 
include  for  consideration  projects  identifying  the  most  effective  health  care  delivery 
systems. 

Item 

Health  Education  and  Outreach  -  The  Committee  urges  the  consideration  of  activities 
which  would  develop,  test,  and  evaluate  health  education  and  outreach  methodologies 
targeted  toward  isolated  and  difficult  to  reach  minority  populations.  The  Committee  also 
encourages  initiatives  that  address  health  insurance,  managed  care,  and  the  impact  of 
public  policy  changes  upon  legal  immigrants.  The  Committee  is  further  aware  of  a 
proposal  by  the  National  Asian  Pacific  Center  on  Aging  and  recommends  that  this 
proposal  receive  full  and  fair  consideration. 

Action  Taken  or  To  Be  Taken 

This  project  does  not  appear  fully  appropriate  for  HCFA.  Referred  to  PHS. 
Item 

Imaging  Technology  -  The  Committee  encourages  the  agency  to  consider  undertaking 
evaluations  of  promising  new  generation  imaging  technology,  such  as  coronary  artery 
scanning  by  ultra  fast  computerized  tomography,  and  their  potential  impact  on  Medicare 
expenditures. 

Action  Taken  or  To  Be  Taken 

HCFA  frequently  commissions  technology  assessments  from  AHCPR  and  outside  firms 
to  help  evaluate  new  technologies.  HCFA  will  certainly  take  the  Committee's  interest 
into  consideration. 

Item 

Disease  Prevention/Disease  Management  -  The  Committee  is  aware  of  the  Mercy 
Hospital  of  Philadelphia  proposal  to  HCFA  for  disease  management  for  predual 
(Medicaid/Medicare)  eligible  and  dual  eligible  minority  populations  in  west  Philadelphia. 
This  proposed  intervention  program  focuses  on  disease  prevention,  early  detection  and 
disease  management  of  common  chronic  diseases  affecting  middle-aged  and  older  adult 
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minority  men  and  women.  Centered  on  primary  care  provider  based  screening  and 
treatment  protocols,  the  program  promotes  health,  disease  prevention,  and  disease 
management.  The  Committee  recommends  that  HCFA  provide  additional  funds  for  this 
demonstration  project  to  address  the  access,  delivery  system,  and  financing  issues  related 
to  predual  eligible  and  dual  eligible  minority  adults. 

Action  Taken  or  To  Be  Taken 

HCFA  staff  have  met  twice  with  representatives  from  this  hospital  (formerly 
Misericordia)  and  discussed  demonstration  options.  They  have  not  yet  submitted  a 
proposal.  We  also  gave  them  information  about  the  dual  eligible  solicitation  we  were 
conducting.  However,  they  did  not  submit  an  application.  We  will  continue  to  work  with 
them  to  pursue  a  potential  demonstration  if  they  so  desire. 

Item 

Wills  Eye  Hospital  -  The  Committee  is  aware  of  the  interest  of  Wills  Eye  Hospital, 
serving  the  Philadelphia  area,  to  establish  a  graduate  medical  education  demonstration 
project  in  ophthalmology  at  the  hospital's  ambulatory  surgery  center  network,  and  urges 
full  and  fair  consideration  of  a  proposal  from  this  organization. 

Action  Taken  or  To  Be  Taken 

Wills  Eye  Hospital,  serving  the  Philadelphia  area,  would  establish  a  graduate  medical 
education  (GME)  demonstration  project  in  ophthalmology  at  the  hospital's  ambulatory 
surgery  center  network.  In  1996,  representatives  on  behalf  of  the  Wills  Eye  Hospital 
were  seeking  information  from  HCFA  on  reimbursement  to  cover  the  costs  of  training 
ophthalmology  residents  in  ambulatory  care  settings.  In  June  1996,  HCFA  staff  clarified 
that  hospitals  could  be  paid  direct  medical  education  (DGME)  for  time  a  resident  spends 
in  an  ambulatory  care  setting,  provided  that  the  hospital  incurs  all  or  substantially  all  of 
the  costs  of  training  (e.g.,  resident  salary)  in  that  site.  At  the  time,  indirect  medical 
education  (IME)  payments  could  not  be  made  for  resident  time  in  a  non-hospital  setting. 

The  Balanced  Budget  Act  of  1997  (BBA  97)  provides  significant  new  flexibility 
regarding  DGME  and  IME  payments  for  residents  training  in  non-hospital  settings.  First, 
non-hospital  training  sites  can  be  paid  directly  for  DGME,  rather  than  through  a  hospital. 
Second,  and  concerning  IME  payments,  a  hospital  can  now  receive  IME  payments  for 
resident  time  spent  in  non-hospital  settings.  These  IME  payments  for  training  in 
alternative  sites  are  subject  to  the  hospital  paying  all  or  substantially  all  of  the  costs  of 
training  (e.g.,  resident  salary),  and  to  a  cap  on  the  total  number  of  residents  claimed  for 
IME  payment  by  the  hospital.  Finally,  BBA  97  requires  HCFA  to  conduct  a  consortium 
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demonstration  that  would  allow  hospitals  and  affiliated  organizations  to  combine  their 
DGME  payment  to  promote  flexibility  in  rotations  and  training  opportunities  for 
residents. 

GME  reforms  under  BBA  97  provide  significant  new  flexibility  for  GME  payment 
associated  with  training  in  non-hospital  based  sites.  Therefore,  a  demonstration  specific 
to  GME  payment  for  ophthalmology  training  in  an  ambulatory  care  network  is 
unnecessary. 

Item 

Statistical  Analysis  of  Patient  Data  Base  -  The  Committee  recommends  that  up  to 
$100,000,  be  utilized  by  the  Bureau  of  Data  Management  of  the  Health  Care  Financing 
Administration  to  prepare  and  make  available  a  statistical  analysis  of  its  patient  data  base, 
to  determine  the  correlation  between  the  occurrence  of  multiple  sclerosis  and  the 
occurrence  of  gout.  Important  research  is  currently  being  performed  to  determine 
whether  uric  acid,  which  occurs  at  elevated  levels  in  gout  patients,  may  inhibit  the 
development  of  multiple  sclerosis,  and  the  foregoing  statistical  analysis  may  lead  research 
to  develop  means  of  providing  important  public  health  benefits. 

Action  Taken  or  To  Be  Taken 

This  project  recommends  HCFA  conduct  a  statistical  analysis  of  its  patient  data  base  to 
determine  correlation  of  multiple  sclerosis  and  gout.  HCFA  is  currently  assessing  the 
clinical  questions  relating  to  whether  from  a  scientific  point  of  view,  such  a  study  is  likely 
to  yield  useful  results. 

Item 

Electronic  Filing  -  The  Committee  recommendation  for  Medicare  claims  processing 
operations  reflects  the  expectation  of  a  continuing  trend  of  cost  reductions.  In  part,  recent 
savings  have  come  from  the  increased  use  of  electronic  filing.  While  the  Committee 
encourages  this  trend,  its  recommendation  also  takes  into  account  the  fact  that  some  small 
providers,  particularly  in  rural  areas,  still  will  need  to  file  hard  copy  claims,  and  the 
Committee  urges  the  Administrator  to  avoid  creating  hardships  for  such  providers  as  it 
expands  the  use  of  electronic  filing. 

Action  Taken  or  To  Be  Taken 

HCFA  is  not  planning  to  mandate  electronic  filing  for  all  health  care  providers.  Paper 
submission  of  claims  is,  and  will  continue  to  be,  an  option.  It  is  our  intent  to  encourage 
electronic  filing  and  to  make  it  attractive  to  providers,  large  and  small  alike. 
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The  Agency  has  created  a  number  of  benefits  and  incentives  for  providers  that  are 
interested  in  electronic  filling  of  claims: 

Free  billing  software 
•        Toll  free  telephone  transmission  -  If  a  participating  physician  or  supplier 

wishes  to  bill  Medicare  directly,  we  give  them  access  to  our  800  lines  for 

claims  filing. 

Free  software  for  printing  Remittance  Advices 
Ongoing  support  and  access  to  a  help  desk,  free  of  charge 

Item 

Funding  claims  processing  activities  -  The  Committee  is  concerned  about  adequately 
funding  claims  processing  activities,  which  are  the  first  line  of  defense  against  fraud  and 
abuse  in  Medicare.  The  Committee  strongly  urges  HCFA  not  to  use  the  claims 
processing  budget  for  unrelated  functions  such  as  the  "Medicare  Handbook." 

Action  Taken  or  To  Be  Taken 

Beginning  in  FY  1998,  funding  for  the  Medicare  Handbook  will  come  from  two  sources, 
i.e.,  the  Medicare+Choice  user  fee  authorized  by  Congress  and  the  Program  Management 
account.  The  relative  share  will  be  determined  by  allocating  cost  between  the  material 
previously  contained  in  the  Medicare  Handbook  and  the  new  mi  -rial  related  to 
Medicare+  Choice. 

Item 

Medicare  Transaction  System  -  The  Committee  is  very  concerned  with  the  poor 
management  of  the  development  and  implementation  of  the  Medicare  transaction  system. 
This  major  undertaking  has  been  subject  to  considerable  cost  overruns  and 
implementation  delays.  The  Committee  expects  to  receive  a  comprehensive  budget  and 
justification  for  completion  of  the  project  and  asks  that  it  be  consulted  before  any 
additional  funds  are  allocated  for  this  project. 

Action  Taken  or  To  Be  Taken 

To  successfully  meet  its  Investment  Technology  (IT)  needs  HCFA  must  build  flexible, 
scalable  plans  and  systems.  Therefore,  HCFA  is  in  the  process  of  developing  a  five-year 
Information  Resource  Management  (IRM)  plan  to  guide  the  agency  as  it  considers  future 
improvements.  Its  definition  will  act  as  a  foundation  upon  which  HCFA  will  build  all 
information  system  enhancements  for  itself  and  its  partners.  The  business  needs  for  more 
efficient  claims  processing  and  payment  mechanisms  remain  urgent,  and  are  given  added 
importance  by  HCFA's  need  to  more  rapidly  ensure  correct  payment  and  to  reduce  fraud, 
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waste,  and  abuse.  HCFA's  IT  vision  remains  the  same,  (improve  fraud,  waste,  and  abuse 
detection  and  prevention;  more  efficient  payments;  improve  financial  management  and 
accounting  in  accord  with  the  Chief  Financial  Officers  Act;  and  improve  customer 
service),  but  those  needs  must  be  viewed  in  the  larger  context  of  HCFA's  IT  architecture 
and  pressing  operational  needs  such  as  the  Year  2000.  Thus,  with  the  completion  of  the 
GTE  contract,  and  the  closure  of  the  MTS  project,  HCFA  has  taken  a  step  back  to 
reconsider  IT  development  efforts  in  the  overall  context  of  HCFA's  broader  business 
needs,  which  is  consistent  with  the  Information  Technology  Management  Reform  Act 
(ITMRA)  and  OMB  guidance. 

HCFA  has  additional  programmatic  and  legislatively  mandated  immediate  systems  and 
policy  needs  that  affect  its  progress  on  IT  planning.  The  two  most  major  of  these  are,  of 
course,  the  Year  2000  systems  problem  and  Balanced  Budget  Act  policy  needs.  These 
HCFA-wide  initiatives  require  support  from  some  of  the  same  personnel  that  it  needs  to 
construct  its  long-range  vision  and  perform  its  planning.  To  address  these  two 
time-critical  and  urgent  business  needs,  HCFA  will  make  only  necessary 
maintenance/modifications  to  existing  systems  to  keep  them  adequately  functioning  until 
replacements  can  be  engineered  following  the  ITMRA  process  and  in  accord  with  the  IT 
vision  it  is  developing.  HCFA  is  committed  to  not  making  any  major  IT  investments  in 
new  replacement  systems  until  it  has  proceeded  through  the  ITMRA  process. 

Item 

Health  advisory  services  program  -  The  Committee  agrees  that  contracts  with  States  for 
health  advisory  services  programs  for  Medicare  beneficiaries  is  an  allowable  activity 
under  the  Medicare  contractors  beneficiary  services  budget,  and  recommends 
$10,000,000  for  this  activity  in  fiscal  year  1998.  These  contracts  would  provide 
assistance,  counseling,  and  information  activities  relating  to  Medicare  matters  as  well  as 
Medicare  supplemental  policies,  long-term  caie  insurance,  and  other  health  insurance 
benefit  information. 

Action  Taken  or  To  Be  Taken 

HCFA  concurs  with  the  Committee  regarding  the  need  to  continue  beneficiary  health 
advisory  services,  and  intends  to  maintain  a  $10  million  level  of  effort  for  these  sendees 
in  FY  1998. 

Item 

Medicare  Mispayments  Prevention  and  Collection  -  The  Committee  recommends  that,  in 
the  event  that  unexpended  fiscal  year  1997  funds  are  available  in  the  Medicare  contractor 
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account,  the  Secretary  use  these  funds,  prior  to  the  end  of  the  fiscal  year,  to  address  the 
need  of  expanding  efforts  to  prevent  and  collect  Medicare  Mispayments  as  identified  in 
the  recent  CFO  audit.  The  Committee  recommends  further  that  these  additional  funds  be 
used  to  increase  the  number  of  prepayment  reviews  and  postpayment  audits  as  well  as  to 
pay  for  a  statistical  analysis  contractor  to  provide  national  program  and  integrity  data 
analysis  for  each  program  integrity  contractor  targeting  patterns  of  abuse.  The 
Committee  also  urges  that  a  significant  portion  be  used  to  cover  the  cost  of  additional 
appeals,  overpayment  recoveries,  provider,  and  beneficiary  inquiries.  The  Committee 
requests  that  it  be  consulted  before  final  obligation  of  these  funds  occurs. 

Action  Taken  or  To  Be  Taken 

This  portion  of  the  Senate  appropriations  report  was  not  implemented.  Because  the 
Appropriation  was  not  enacted  before  October  1,  1997,  and  because  legislation  would 
have  been  needed  to  fund  FY  1998  activities  from  FY  1997  funds  and  to  use  Program 
Management  funds  for  Medicare  Integrity  Program  activities,  HCFA  was  not  able  to  use 
unexpended  FY  1997  Program  Management  funds  to  fund  the  activities  requested  in  the 
Senate  Report. 

Instead,  language  in  the  Conference  Report  on  the  FY  1998  Appropriation  provided 
authority  for  HCFA  to  use  Program  Management  and  PRO  funds  to  pay  for  additional 
provider  audits  and  to  implement  the  corrective  action  plan  to  the  Chief  Financial 
Officer's  (CFO)  audit.  Accordingly,  HCFA  plans  to  spend  an  additional  $50  million  in 
FY  1998  Medicare  Integrity  Program  functions  by  providing  $19.5  million  to  the 
Medicare  fiscal  intermediaries  for  additional  provider  audits,  $16.3  million  for  CFO  CAP 
activities,  such  as  substantive  testing  and  additional  Medical  Directors,  and  $14.2  million 
for  development  of  the  CFO-required  Medicare  Integrated  Accounting  System  for 
Medicare  contractors.  This  $50  million  is  in  addition  to  the  ^500  million  appropriated  for 
the  Medicare  Integrity  Program  activities. 

Item 

Pediatric  Vision  Screening  -  The  Committee  urges  HCFA  to  review  its  Medicaid 
reimbursement  policy  for  pediatric  visual  screening,  including  evaluation  to  assess 
conditions  which  can  preclude  normal  visual  development.  The  Committee  requests  that 
the  evaluation  include,  but  not  be  limited  to,  cycloplegic  retinoscopy,  photo  screening, 
and  visually  evoked  potentials.  Further,  the  Committee  recommends  that  the  evaluation 
be  carried  out  utilizing  a  method  which  employs  a  photo  refractive  technique. 

Action  Taken  or  To  Be  Taken 
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Visions  services  are  a  mandatory  element  of  EPSDT  services  for  individuals  under  the 
age  of  21  eligible  for  Medicaid.  These  vision  services  include  "at  a  minimum,  diagnosis 
and  treatment  for  defects  in  vision,  including  eyeglasses."  In  addition,  states  are  required 
to  set  a  distinct  periodicity  schedule  for  the  provision  of  vision  services,  after 
consultations  with  medical  organizations  involved  in  child  health  care.  Medicaid  does 
not  generally  specify  the  use  of  specific  diagnostic  tests  which  states/providers  must  use. 
In  addition,  HCFA  does  not  set  reimbursement  rates  for  any  Medicaid  services; 
reimbursement  rates  are  set  by  the  States  within  our  broad  reimbursement  guidelines. 


Item 

Radiosurgery  Reimbursement  Rate  -  The  Committee  understands  that  the  Health  Care 
Financing  Administration  proposes  to  reduce  Medicare  reimbursement  for  radiosurgery, 
to  begin  October  1,  1997.  Concerns  have  been  expressed  that  severe  reductions  in 
Medicare  gamma  knife  reimbursement  could  force  many  patients  back  to  traditional 
surgical  approaches  at  high  cost  to  the  Government  and  potentially  resulting  in  harm  to 
patients  due  to  complications  from  needless  surgical  intervention.  The  Committee  urges 
the  Health  Care  Financing  Administration  to  fully  investigate  these  concerns  prior  to 
imposing  reductions  in  reimbursement  rates. 

Action  Taken  or  To  Be  Taken 

HCFA  is  currently  reviewing  the  Committee's  concerns. 
Item 

Medicare  Reforms  -  The  Committee  remains  extremely  concerned  with  the  amount  of 
money  lost  every  year  to  fraud,  waste  and  abuse  in  the  Medicare  program.  The 
Committee  has  held  many  hearings  and  taken  other  corrective  actions  over  a  9-year 
period  to  expose  and  reduce  these  losses.  The  Senate  passed  balanced  budget  act  contains 
a  number  of  important  reforms  derived  from  Committee  hearings.  The  Committee  urges 
HCFA  to  promptly  utilize  these  new  authorities  for  competitive  bidding,  inherent 
reasonableness,  and  improved  beneficiary  information  so  that  savings  to  Medicare  will 
accrue  as  quickly  as  possible. 

Action  Taken  or  To  Be  Taken 

HCFA  shares  the  Committee's  concerns  about  fraud,  waste  and  abuse  in  the  Medicare 
program.  The  agency  is  in  the  process  now  of  developing  an  integrated  plan  for 
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implementing  all  of  the  reforms  enacted  in  the  Balanced  Budget  Act,  including  those 
which  will  enable  savings  for  the  trust  funds  by  addressing  program  integrity  issues. 

Item 

Utilizing  Commercial  Software/Medicare  -  GAO  found  billions  of  dollars  could  be  saved 
if  Medicare  carriers  utilized  commercially  available  software  to  detect  and  stop  billing 
abuse.  HCFA  has  not  complied  with  the  Committee's  directive  last  year  to  implement 
such  cost  saving  technology.  The  Committee  again  directs  HCFA  to  take  this  step  to 
modernize  technology. 


Action  Taken  or  To  Be  Taken 

In  September  1996,  HCFA  awarded  a  contract  to  GMIS  Product  Group  (GPG)  to  evaluate 
the  potential  benefits  to  the  Medicare  Program  of  the  use  of  commercial  off-the-shelf 
(COTS)  claims  editing  software.  Most  of  the  work  to  evaluate  COTS  was  performed 
on-site  at  Wellmark,  the  Medicare  Part  B  carrier  for  Iowa.  The  first  year  of  the  contract 
ended  on  December  29,  1997.  HCFA  had  the  option  to  continue  the  evaluation  for  an 
additional  two  years. 

During  the  pilot,  HCFA  learned  that  there  is  potential  for  considerable  savings  to  the 
Medicare  Program  by  utilizing  commercially  available  software  edits.  Therefore,  HCFA 
intends  to  discontinue  further  evaluation  efforts  under  the  current  contract  and  develop  a 
strategy  for  a  national  installation  of  edits  in  the  carrier  claims  processing  systems. 

Item 

Medicaid  Capitated  Managed  Care  -  The  Administrator  is  strongly  urged  to  take  a 
leadership  role  in  resolving  the  outstanding  difficulties  facing  States  attempting  to 
develop  Medicaid  capitated  managed  care  or  primary  care  case  management  (PCCM) 
arrangements  that  enroll  beneficiaries  with  chronic  conditions  or  special  health  care 
needs.  The  Administrator  is  asked  to  develop  and  document  strategies  that  may  be  used 
by  States  seeking  to  design  successful  plans.  The  Committee  urges  the  Administrator  to 
convene  representatives  from  States,  managed  care  organizations,  beneficiaries  with 
special  health  care  needs,  experts  in  specialized  health  care,  and  others  to  be  actively 
involved  in  developing  these  strategies. 
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The  Committee  would  like  the  strategies  to  address  issues  of  particular  interest  to  people 
with  special  health  care  needs  and  chronic  conditions  enrolled  in  Medicaid  capitated 
managed  care  of  PCCM  plans.  Some  examples  of  such  issues  are:  risk  adjustment, 
medical  necessity  definitions,  quality  controls,  and  adequacy  of  provider  networks. 
Participants  in  the  development  of  the  guidelines  are  urged  to  expand  this  list  as 
necessary.  By  September  1,  1999,  the  Administrator  should  report  the  results  of  this 
project  to  the  Committee  and  to  Congress. 

Action  Taken  or  To  Be  Taken 

A  December  1997  document  entitled  "Key  Approaches  to  the  Use  of  Managed  Care 
Systems  for  Persons  with  Special  Health  Care  Needs"  was  jointly  developed  by  the 
Health  Care  Financing  Administration,  the  Centers  for  Disease  Control  and  Prevention, 
the  Health  Resources  and  Services  Administration,  the  Indian  Health  Service,  the 
Substance  and  Abuse  and  Mental  Health  Services  Administration,  the  Office  of  Disease 
Prevention  and  Health  Promotion  and  reviewed  by  the  Managed  Care  Technical  Advisory 
Group.  The  report  presents  guidance  for  States  considering  the  development  of  managed 
care  programs  for  persons  with  special  health  care  needs  and  addresses  such  issues  as 
environment,  access,  benefits  and  delivery  system,  finance,  and  quality  assessment  and 
performance  improvement. 

HCFA  staff  are  serving  as  co-project  officers  with  SAMHSA  staff  on  two  contracts 
funded  by  SAMHSA  with  the  George  Washington  University  Center  for  Health  Policy 
Research.  The  first  project  is  an  analysis  of  contracts  between  Medicaid  agencies  for 
behavioral  health  care  and  managed  care  and  managed  care  organizations.  The  second 
project  is  an  analysis  of  specialized  contracts  purchasing  managed  behavioral  health  care 
services.  The  projects  are  designed  to  provide  technical  assistance  in  the  development  of 
managed  care  contracts  between  group  health  care  purchasers  and  managed  care 
organizations. 

HCFA  is  also  a  co-chair  of  the  Managed  Behavioral  Health  Care  Workgroup,  a  subgroup 
of  the  DHHS  Managed  Care  Forum,  which  meets  monthly.  The  group's  mission  is  to 
identify  opportunities  to  link  activities  of  DHHS  agencies  and  those  of  DHHS  and  other 
departments  for  the  purpose  of  improving  access  to  high  quality,  cost-effective  mental 
health  and  substance  abuse  services,  increasing  accountability,  and  integrating  care  from 
the  consumer's  perspective. 

FY  1998  Conference  Report  (105-390^ 
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Item 

Funding  for  Medicare  Transaction  System  (MTS)  -  The  conferees  expect  HCFA  to 
refrain  from  obligating  any  additional  funding  for  the  Medicare  Transaction  System  aside 
from  the  $40,000,000  and  contract  closeout  activities  until  they  have  notified  the 
Committees  on  Appropriations  of  their  plan  to  redesign  the  system. 

Action  Taken  or  To  Be  Taken 
Same  as  Senate  Report  response. 

Item 

User  Fees  -  The  conference  agreement  adds  language  not  contained  in  either  the  House  or 
Senate  bill  establishing  the  authority  for  HCFA  to  collect  $95,000,000  in  user  fees  for  the 
costs  of  beneficiary  enrollment  and  dissemination  of  information  for  the  managed  care 

activities  now  permitted  under  the  Medicare  program  The  conferees  believe  that 

HCFA  first  priority  for  these  funds  should  be  to  publish  a  comparative  booklet  to  be 
mailed  to  beneficiaries  describing  Medicare+Choice  options  and  comparing  these  options 
to  fee-for-service  Medicare  and  Medigap  policies.  The  Agency  should  determine  whether 
it  is  more  cost-effective  to  mail  the  booklet  to  each  individual  Medicare  beneficiary  or  to 
identify  shared  dwellings  and  mail  one  to  each  household.  The  conferees  believe  that 
HCFA's  second  priority  should  be  to  contract  for  a  toll-free  number  and  to  implement  and 
maintain  an  INTERNET  site  for  inquiries  regarding  Medicare+Choice  options.  As  a  third 
priority,  the  conferees  encourage  the  agency  to  operate  Medicare+Choice  health 
information  fairs  and  to  fund  the  future  dissemination  of  information  regarding 
Medicare+Choice  options  through  local  beneficiary  information  centers  and  other  forms 
of  public  relations. 

Action  Taken  or  To  Be  Taken 

The  conference  agreement  adds  language  not  contained  in  either  the  House  or  Senate  bill 
establishing  the  authority  for  HCFA  to  collect  $95,000,000  in  user  fees  for  the  costs  of 
the  consumer  education  and  information  program  and  beneficiary  enrollment  required  by 
the  Medicare+Choice  provisions  of  the  Balanced  Budget  Act.  HCFA  priorities  for  these 
funds  include:  the  development  of  the  consumer  information  infrastructure;  the 
development  and  mailing  of  a  booklet  to  beneficiaries  describing  Medicare+Choice 
options  and  of  Medicare  and  Medigap  policies;  implementation  of  a  toll-free  number  and 
an  INTERNET  site;  and  the  operation  of  Medicare+Choice  health  information  fairs. 

Item 
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User  Fees  -  While  the  agreement  provides  authority  to  collect  $95,000,000  in  user  fees 
for  the  Medicare+Choice  Program,  the  conferees  direct  the  Secretary  to  utilize  these 
resources  on  a  pro-rata  basis,  with  the  understanding  that  the  amount  may  be  reduced 
after  the  Appropriations  Committees  have  the  opportunity  to  conduct  hearings  to  review 
the  need  for  resources  to  implement  this  program. 

Action  Taken  or  To  Be  Taken 

The  regulation  for  the  collection  of  these  user  fees  was  published  recently,  and  collections 
have  just  begun.  For  that  reason,  there  has  not  been  much  spending  from  this  source. 
However,  in  order  to  use  these  funds  in  a  manner  consistent  with  the  priorities  laid  out  by 
the  Committee  when  the  fee  amount  was  approved,  HCFA  will  need  to  make 
expenditures  at  specific  times  throughout  the  Agency's  implementation  plans,  which  will 
not  necessarily  result  in  even  spending  over  the  course  of  the  fiscal  year. 

Item 

Audit  Findings  -  The  conferees  are  concerned  about  the  findings  of  the  1996  Chief 
Financial  Officer's  audit,  most  specifically  the  reported  payment  error  rate.  In  response 
to  this  concern,  it  is  the  conferees'  understanding  that  HCFA  will  reallocate  funds  within 
the  Peer  Review  Organization  funding  for  medical  and  utilization  review  activities. 

Action  Taken  or  To  Be  Taken 

In  response  to  the  Committee's  concerns  about  the  payment  error  rate  identified  in  the 
1996  Chief  Financial  Officer's  audit,  HCFA  will  spend  $25  million  from  the  Peer  Review 
Organization  funding  for  program  integrity  activities.  HCFA's  Office  of  Clinical 
Standards  and  Quality  is  working  with  the  10  HCFA  Regional  Offices  to  identify 
program  integrity  pilots  that  could  be  implemented  through  the  Peer  Review 
Organizations  to  address  the  medical  necessity  of  inpatient  hospital  claims. 

HCFA  has  also  planned  for,  and  initiated,  several  corrective  actions  designed  to  reduce 
the  Medicare  claims  payment  error  rate.  The  Agency  has  developed  a  comprehensive 
Corrective  Action  Plan  (CAP),  which  outlines  the  specific  actions  we  will  be  taking  over 
the  next  few  years  to  reach  our  target  of  reducing  the  error  rate  to  10%  by  the  year  2003. 
To  date  we  have  made  significant  headway  in  many  areas. 

Item 

Coverage  of  Medical  Nutrition  Therapy  -  The  conferees  recognize  that  the  forthcoming 
study  by  the  Secretary  of  Health  and  Human  Services  regarding  coverage  of  medical 
nutrition  therapy  by  registered  dietitians  in  the  part  B  portion  of  Medicare  needs  to  be 
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comprehensive  in  documenting  the  value  of  this  service  for  all  applicable  diseases  or 
medical  conditions.  Separate  cost  estimates  should  be  prepared  for  conditions  for  which 
the  Secretary  expects  significant  utilization  of  such  services,  and  these  costs  should  be 
prepared  separately  for  therapy  in  individual  as  well  as  group  settings.  The  conferees 
recommended  that  the  Secretary  take  care  not  to  exclude  medical  conditions  such  as 
malnutrition  and  obesity  from  the  study,  recognizing  that  obesity  is  the  second  leading 
preventable  cause  of  death  in  the  United  States. 

Action  Taken  or  To  Be  Taken 
Same  as  House  Report  response. 

Item 

Funding  for  Medicare  Contractors  -  The  conferees  concur  with  Senate  report  language 
indicating  that  the  agreement  includes  $824,200,000  for  Medicare  contractors  in  1998  as 
requested  by  the  Administration.  Any  modification  of  this  funding  level  is  subject  to 
normal  reprogramming  procedures. 


Action  Taken  or  To  Be  Taken 

Medicare  contractors  must  continue  to  have  authority  to  exercise  'flexibility  in  managing 
their  annual  operating  budgets  congruent  with  the  ever  fluctuating  workload  demands  and 
challenges  in  the  Medicare  fee-for-service  program  (i.e.,  HIPAA  and  BBA 
implementation,  etc.)  In  recognition  of  the  increasingly  dynamic  nature  of  the  Medicare 
fee-for-service  program,  HCFA  has  negotiated  in  FY  1998  with  its  contractors,  final  FY 
1998  Budget  and  Performance  Requirements  (BPRs)  to  provide  contractors  complete 
budget  flexibility  to  shift  funds  into  or  out  of  the  following  functions/line  items  defined  as 
Medicare  contractor  program  management  activities:  bills/claims  payment;  appeals; 
inquiries;  provider  education  and  training;  participating  physician  program;  and 
reimbursement  activities. 

HCFA  remains  committed,  as  in  prior  years,  to  provide  the  Committee  with  formal 
notification  of  the  Agency's  intent  to  reprogram  Program  Management  funds  for 
significant/unbudgeted  activities  reflecting  a  departure  from  the  ongoing  budget  baseline. 
However,  HCFA  notes  that  shifting  funds  within  individual  contractor  budgets  simply  to 
maintain  Medicare's  ongoing  claims  processing  operations  is  commonplace,  and  thereby 
should  not  warrant  formal  reprogramming  notification. 

Item 
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Timeliness  -  The  conferees  encourage  HCFA  to  issue  a  directive  to  Medicare  contractors 
regarding  the  expansion  of  claims  considered  timely  filed  stating  that  Medicare  will 
consider  claims  timely  filed  if  received  within  one  year  from  the  date  of  the  contractor's 
response  to  the  request  for  status  change  to  Medicare  as  primary  payer  or  completion  of 
enrollment  in  Part  B  by  the  Social  Security  Administration. 

Action  Taken  or  To  Be  Taken 

Current  law  and  regulations  require  claims  to  Medicare  to  be  submitted  timely. 
Generally,  claims  must  be  submitted  by  the  end  of  the  year  following  the  year  in  which 
the  service  was  provided  to  the  Medicare  oeneficiary.  Implementation  of  this  proposed 
extension  would  be  cost  prohibitive.  For  example,  an  employer  group  health  plan  could 
"discover"  in  1998  that  it  made  a  mistaken  primary  payment  for  services  to  a  Medicare 
beneficiary,  now  deceased,  in  1984;  so,  notify  Medicare  in  1999  and  have  until  2000  to 
have  a  claim  submitted  to  Medicare.  The  Medicare  contractor  would  no  longer  have  the 
documentation  necessary  to  evaluate  the  accuracy  of  the  "discovery"  or  to  even  determine 
if  Medicare  had  previously  received  the  claim.  The  contractor  would  also  expend  great 
sums  to  attempt  to  reconstruct  the  then  applicable  payment  methodology  to  determine  the 
payment  that  would  have  been  paid  and  then  make  the  payment. 

Medicare  ha*  3  years  from  the  date  of  service  to  identify  and  recover  its  mistaken  primary 
payments  from  group  health  plans.  This  proposal  would  give  these  same  group  health 
plans  an  unlimited  time  frame  to  identify  their  mistaken  primary  payments  and  have 
Medicare  pay  the  claim.  It  would  reward  employer  group  health  plans  for  failure  to 
properly  coordinate  benefits  with  Medicare. 

Item 

Medicare  Payment  Policy  for  Erythropoietin  -  The  conferees  are  concerned  that  HCFA's 
new  Medicare  payment  policy  for  erythropoietin  may  negatively  impact  the  quality  of 
care  received  by  patients  with  end-stage  renal  disease  (ESRD),  and  may  increase  overall 
health  care  costs.  The  conferees  urge  the  Secretary  to  carefully  expedite  review  of  the 
policy  to  ensure  continued  quality  care  for  ESRD  patients. 

Action  Taken  or  To  Be  Taken 

HCFA  is  equally  concerned  that  Medicare  policies  not  adversely  impact  upon  quality  of 
care.  This  is  particularly  true  for  end  stage  renal  disease  patients  who  are  among  the 
sickest  group  of  Medicare  beneficiaries.  Consequently,  since  the  implementation  of  this 
policy,  we  have  been  monitoring  the  impact  on  beneficiaries  with  ESRD.  To  date,  there 
is  no  evidence  that  the  change  in  the  policy  has  either  decreased  the  quality  of  care 
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Supporting  Information   

received  by  ESRD  patients  or  increased  the  overall  costs  of  treating  these  patients. 
However,  HCFA  will  continue  to  monitor  the  impact  and  will  revise  the  policy  as 
necessary. 
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HCFA  'S  PERFORMANCE 
MEASUREMENT  PHILOSOPHY 


•  The  most  important  things  to  measure  relate  to  ensuring 
that  Medicare  and  Medicaid  beneficiaries  receive  the 
high  quality  care  they  need. 

•  HCFA  will  pursue  performance  goals  that  are 
representative  of  program  performance. 
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EXECUTIVE  SUMMARY 

This  first  Annual  Performance  Plan  for  the  Health  Care  Financing 
Administration  (HCFA)  has  been  prepared  according  to  the  requirements  of 
the  Government  Performance  and  Results  Act  (GPRA).  It  complements  and 
supports  HCFA's  FY  1999  budget  request.  It  is  consistent  with  HCFA's 
strategic  goals  and  objectives,  as  well  as  the  Strategic  Plan  of  the  Department 
of  Health  and  Human  Services  (HHS)  submitted  to  the  Congress  in 
September  1 997  as  part  of  the  GPRA  process. 

HCFA's  performance  measurement  philosophy  is  based  on  two  principles: 
(1)  The  most  important  things  to  measure  relate  to  ensuring  that  Medicare  and 
Medicaid  beneficiaries  receive  the  high  quality  care  they  need;  and  (2)  HCFA 
will  pursue  measures  that  are  representative  of  program  performance.  HCFA 
has  focused  on  identifying  a  set  of  significant,  meaningful  performance  goals 
that  speak  to  fundamental  program  purposes,  but  also  incorporate  key  output 
measures  related  to  administrative  budget  activities. 

HCFA  is  part  of  a  huge  and  dynamic  health  care  system  in  which  reliance  on 
partners  is  one  of  our  defining  characteristics.  Working  in  partnerships 
leverages  HCFA  resources,  which  is  ultimately  in  the  beneficiaries'  best 
interest.  This  interdependence  also  complicates  the  process  of  identifying  and 
accomplishing  goals.  For  example,  in  order  to  measure  Medicaid  program 
performance,  HCFA  must  enter  into  consultation  with  its  State  partners  on 
performance  goals  and  data  sources. 

HCFA  has  been  sensitive  to  concerns  with  respect  to  reducing  paperwork 
reporting  burden,  and  has  identified  measures  for  the  FY  1 999  plan  that  do 
not  require  new  information  collection  efforts  beyond  those  already  in  place 
or  scheduled  to  begin  soon.  Clearly,  a  major  challenge  confronting  HCFA 
and  its  State  partners  is  data  to  support  performance  measurement  for  the 
jointly  administered  programs,  i.e.,  Medicaid  and  the  State  Children's  Health 
Insurance  Program. 

HCFA's  performance  goals  fall  into  three  categories.  HCFA's  "core"  goals 
are  those  most  directly  associated  with  beneficiaries.  These  core  goals  consist 
of  those  that  are  direct  measurements  of  beneficiary  satisfaction  and  access  to 
care,  as  well  as  certain  quality  of  care  measures.  These  core  measures  are 
supplemented  by  a  second  level  of  beneficiary  related  measures  that  are 
slightly  more  indirect  measures  of  HCFA  beneficiaries'  experiences;  in  some 
cases  these  can  be  viewed  as  proxies  for  core  beneficiary-centered  goals.  The 
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third  level  of  goals  rounds  out  HCFA's  beneficiary-focused  measures  with 
output  measures  that  are  more  closely  aligned  with  administrative  functions. 
HCFA  believes  it  is  important  to  articulate  and  measure  goals  at  each  of  these 
levels. 

Core  Beneficiary  Measures 

1 .  Improve  access  to  care  for  elderly  and  disabled  Medicare  beneficiaries  who 
do  not  have  public  or  private  supplemental  insurance. 

2.  Improve  satisfaction  of  Medicare  beneficiaries. 

3.  Decrease  the  prevalence  of  restraints  in  long-term  care  facilities. 
Beneficiary-Related  Measures 

4.  Improve  laboratory  testing  accuracy. 

5   Increase  the  percentage  of  Medicare  beneficiaries  age  65  years  and  older  who 
receive  an  influenza  vaccination. 

6.  Increase  the  percentage  of  Medicare  beneficiaries  age  65  years  and  oldc-  who 
receive  a  screening  mammogram. 

7.  Increase  health  plan  choices  available  to  Medicare  beneficiaries. 

8.  Decrease  the  number  of  uninsured  children  by  working  with  States  to 
implement  the  State  Children's  Health  Insurance  Program  and  increase 
enrollment  of  eligible  children  in  Medicaid. 

9.  Provide  monthly  Medicare  Summary  Notice(s)  to  beneficiaries  with 
information  on  Medicare  payments  or  denials  for  services  provided. 

Administrative  Output  Measures 

10.  Improve  HCFA's  rating  on  financial  statements. 

1 1 .  Achieve  more  than  half  of  program  integrity  savings  by  reducing  mistaken  or 
inaccurate  payments  on  a  prepayment  basis. 
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12.  Reduce  home  health  fraud  and  abuse  by  implementing  relevant  provisions  of 
the  Balanced  Budget  Act  of  1997. 

13.  Reduce  the  percentage  of  Medicare  home  health  services  provided  for  which 
improper  payment  is  made. 

14.  Reduce  the  percentage  of  improper  payments  made  under  the  Medicare 
fee-for-service  program. 

15.  Increase  the  use  of  electronic  transactions  between  Medicare  contractors  and 
providers. 

16.  Reduce  the  proportion  of  all  enrollments  and  disenrollments  from  managed 
care  plans  made  retroactively  due  to  systems  processing  issues. 

17.  Transition  to  one  Part  A  and  one  Part  B  claims  processing  system  according 
to  current  schedule. 

1 8.  Work  with  States  to  develop  Medicaid  program  performance  goals. 

19.  Provide  to  States  linked  Medicare/Medicaid  data  files  for  dually  eligible 
beneficiaries. 

20.  Develop  a  method  for  assessing  the  relationship  between  HCFA  research 
investments  and  program  improvements. 

2 1 .  Ensure  continuity  of  Medicare  claims  payment  streams  through  and  beyond 
Year  2000. 

22.  Develop  new  Medicare  payment  systems  in  fee-for-serv  ice  and 
Medicare+Choice  as  required  by  statute. 

Systematic  improvement  in  HCFA's  programmatic  and  administrative 
performance  ultimately  benefits  Medicare  and  Medicaid  beneficiaries  and  makes 
HCFA  a  more  accountable  steward  for  the  programs  it  administers.  Therefore, 
we  look  forward  to  the  challenges  represented  by  the  performance  goals  and 
targets  contained  in  this  FY  1999  Annual  Performance  Plan. 
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I.  INTRODUCTION 

HCFA  and  its  Programs 

The  Health  Care  Financing  Administration  (HCFA)  was  created  in  1977  to  bring 
together,  under  one  leadership,  the  two  largest  Federal  health  care 
programs — Medicare  and  Medicaid.  These  two  entitlement  programs,  which 
finance  health  care  for  elderly,  disabled,  and  low-income  persons,  were  created 
simultaneously  by  1965  amendments  to  the  Social  Security  Act  (Titles  18  and 
19).  Medicare  was  seen  as  an  extension  of  the  social  insurance  concept  of  the 
Social  Security  cash  benefits  programs  and  initially  was  administered  by  the 
Social  Security  Administration.  Medicaid  was  conceived  as  a  Federal/State 
partnership  in  both  policy  setting  and  funding  and  as  part  of  the  social  safety  net 
for  eligible  low  income  persons.  Prior  to  1977,  it  was  administered  by  the  Social 
and  Rehabilitation  Service  along  with  certain  other  means-tested  programs.  With 
the  creation  of  HCFA,  certain  administrative  and  programmatic  efficiencies  were 
anticipated,  such  as  the  opportunity  to  establish  uniform  conditions  of 
participation  for  facilities  under  both  Medicare  and  Medicaid. 

During  the  two  decades  since  HCFA  was  established,  the  Agency's  statutory 
mission  has  grown  beyond  administration  of  Medicare  and  Medicaid  to  include 
responsibility  for  Federal  oversight  of  clinical  laboratories  under  the  Clinical 
Laboratory  Improvement  Amendments  and,  under  the  Health  Insurance 
Portability  and  Accountability  Act,  for  individual  and  small  group  health 
insurance  regulation.  Recently  enacted  legislation  creates  a  new  program  to 
expand  health  insurance  coverage  to  low-income  children,  which  the  States  will 
administer. 

Further,  the  dimensions  and  nature  of  the  Medicare  and  Medicaid  programs  have 
evolved  significantly.  Major  changes  in  Medicare  include:  in  1972,  Medicare 
eligibility  was  extended  to  individuals  under  age  65  with  long-term  disabilities 
and  to  individuals  with  end-stage  renal  disease  (ESRD);  in  1982,  the  Tax  Equity 
and  Fiscal  Responsibility  Act  made  it  easier  and  more  attractive  for  health 
maintenance  organizations  to  contract  with  the  Medicare  program,  so  that  by 
1997  more  than  14  percent  of  beneficiaries  had  enrolled  in  risk-based  managed 
care  plans;  in  1983,  an  inpatient  hospital  prospective  payment  system,  based  on 
patients'  diagnoses,  was  adopted  to  replace  cost-based  payments;  and  in  1989,  a 
new  fee  schedule  for  physician  services  was  approved. 
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Particularly  over  the  past  5  years,  the  Medicaid  program  has  seen  States  begin  to 
make  extensive  use  of  statutory  waiver  authorities  to  experiment  with  new  health 
care  delivery  systems  and  eligibility  requirements  for  Medicaid  beneficiaries. 
HCFA  has  become  the  largest  purchaser  of  health  care  in  the  United  States, 
serving  68  million  (FY  1997  figure)  Medicare  and  Medicaid  beneficiaries  and 
their  families.1  Six  million  of  these  beneficiaries  are  ''dually  eligible"  and  served 
by  both  programs. 

HCFA  expects  to  spend  approximately  $329  billion  in  FY  1 999  for  program 
benefits  and  about  $2.1  billion  in  Federal  administrative  costs  necessary  to 
operate  the  programs.  Expenditures  for  HCFA  programs  represent  more  than  one 
in  three  dollars  spent  on  health  care  across  the  U.S.  economy.  HCFA  annual 
outlays  are  smaller  than  only  two  other  :ategories  in  the  Federal  budget — Social 
Security  and  interest  payments  on  the  national  debt.  HCFA  employs 
approximately  4,200  persons  in  more  than  12  locations  around  the  country. 
These  employees  include  physicians,  nurses,  other  health  professionals, 
statisticians,  actuaries,  economists,  specialists  in  financial  management, 
information  systems,  public  information,  laws  and  regulations,  and  experts  in 
many  other  fields. 

HCFA  employees  are  only  a  small  portion  of  a  large,  complex,  and 
interdependent  network  that  makes  Medicare  and  Medicaid  work  successfully. 
HCFA  interacts  with  State  and  territorial  governments  (including  40,000  State 
Agency  staff),  hundreds  of  contractors  and  Peer  Review  Organizations  (involving 
23,600  staff),  hundreds  of  managed  care  plans,  thousands  of  providers  of  care 
(including  783,000  physicians/practitioners,  6,000  hospitals,  and  158,000 
clinical  laboratories),  and  68  million  (FY  1997  figure)  beneficiaries  and  their 
families.  HCFA's  programs  are  an  integral  part  of  the  nation's  rapidly  growing 
and  changing  health  care  system. 

Overview  of  HCFA's  FY  1999  Annual  Performance  Plan 

This  first  Annual  Performance  Plan  for  the  Health  Care  Financing  Administration 
has  been  prepared  by  HCFA  staff,  according  to  the  requirements  of  the 
Government  Performance  and  Results  Act  (GPRA)  of  1993  and  related 
instructions.  It  complements  and  supports  the  Agency's  Fiscal  Year  (FY)  1999 


'The  68  million  figure  counts  each  beneficiary  only  once,  even  if  he  or  she  is  receiving 
both  Medicare  and  Medicaid  benefits. 
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budget  request.  Further,  this  performance  plan  builds  on  HCFA's  strategic 
planning  process,  which  began  in  1994  with  the  publication  of  the  Agency's  first 
formal  strategic  plan.  An  updated  plan  for  1998-2002  is  under  development. 
HCFA's  first  performance  report  under  GPRA  will  be  submitted  in  the  Year  2000 
and  will  report  Agency  performance  on  the  measures  presented  here. 

HCFA's  goals  and  objectives  and  FY  1999  Annual  Performance  Plan  are 
consistent  with  and  integrated  with  the  Department  of  Health  and  Human 
Services'  (HHS)  GPRA  Strategic  Plan  submitted  in  September  1997  to  the 
Office  of  Management  and  Budget  (OMB)  and  the  Congress  as  part  of  the  GPRA 
process.  Thus,  this  first  HCFA  performance  plan  (for  FY  1999)  will  cover  the 
second  year  of  me  5-year  strategic  planning  period. 

The  balance  of  this  introduction  provides  background  information  about 
beneficiaries  served  by  HCFA  programs,  as  well  as  a  description  of  the  Agency's 
mission,  vision,  and  strategic  goals.  In  addition,  HCFA's  general  approach  to 
performance  measurement  is  described.  All  of  this  information  is  intended  to 
provide  a  framework  for  understanding  and  evaluating  the  specific  performance 
goals  and  targets  for  FY  1999  that  make  up  the  core  of  the  Annual  Performance 
Plan.  In  subsequent  sections  of  the  report,  the  performance  goals  and  targets  for 
FY  1999  are  both  summarized  and  described  in  detail  along  with  rationales  for 
their  selection.  Following  the  detailed  description  of  individual  performance 
goals,  the  linkage  of  the  goals  to  HCFA's  FY  1999  budget  and  to  HCFA's 
strategic  goals  and  the  HHS  GPRA  Strategic  Plan  are  presented. 

In  accordance  with  OMB  Circular  A-l  1  (Section  220.7),  the  HCFA  Annual 
Performance  Plan  was  developed  and  prepared  without  direct  non-Federal 
involvement. 

Focus  on  Beneficiaries  Served  by  HCFA  Programs 

HCFA's  internal  strategic  planning  process  (begun  in  1994),  the  enactment  of 
GPRA,  and  other  HHS  and  government-wide  initiatives  have  all  emphasized  the 
themes  of  accountability/stewardship  and  a  renewed  focus  on  the  "customer."  In 
HCFA's  case,  this  resulted  in  a  clear  Agency  commitment  to  Medicare  and 
Medicaid  beneficiaries  as  the  ultimate  focus  of  all  HCFA  activities,  expenditures, 
and  policies.  Part  of  serving  beneficiaries  effectively  is  knowing  their 
characteristics  and  needs,  both  now  and  in  the  future.  For  example: 
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►  Most  Medicare  dollars  are  spent  on  behalf  of  persons  with  modest  incomes. 
In  1995,  approximately  80  percent  of  program  spending  supported  persons 
with  annual  incomes  of  less  than  $25,000;  approximately  40  percent  of 
program  spending  was  for  those  with  annual  incomes  of  less  than  $  1 0,000. 

*   Most  Medicare  beneficiaries  live  in  urban  or  suburban  areas  of  the  country, 
yet  25  percent  still  live  in  rural  settings  where  access  to  the  full  range  of 
specialized  health  care  services  can  be  a  challenge.  Beneficiaries  in  urban 
areas  face  a  different  challenge — lack  of  a  connection  to  a  regular  source  of 
primary  care. 

►  Two  groups  of  beneficiaries  with  extensive  health  care  needs — those  over 
age  85  and  those  with  ESRD — are  the  two  fastest  growing  segments  of  the 
Medicare  population. 

►  The  Medicaid  population  is  dominated  by  children  and  their  families;  these 
groups  make  up  almost  70  percent  of  the  36  million  persons  receiving 
benefits.  However,  only  about  30  percent  of  program  dollars  are  supporting 
children  and  their  families.  Elderly  and  disabled  persons  on  Medicaid  are 
about  30  percent  of  the  beneficiary  population,  but  they  receive 
approximately  70  percent  of  program  benefits.  This  reflects,  in  part,  the 
different  health  care  needs  of  subgroups  within  the  Medicaid  beneficiary 
population. 

►  There  are  about  six  million  individuals  who  are  eligible  for  both  Medicare  and 
Medicaid.  Beneficiaries  who  are  dually  eligible  comprise  the  most  vulnerable 
populations  in  Medicare  and  Medicaid;  by  definition,  these  groups  are  low 
income,  and  include  a  disproportionate  share  of  the  frail  elderly  and  a  portion 
of  non-elderly  individuals  with  disabilities.  These  beneficiaries  report 
significant  health  problems,  such  as  limitations  in  their  ability  to  eat  or  walk, 
and  experience  significant  cognitive  impairments  or  mental  disorders. 
Spending  on  dual  eligibles  represents  about  30  percent  of  total  Medicare 
expenditures,  and  35  percent  of  total  Medicaid  expenditures. 

Beneficiary  Focus  and  Strategic  Planning 

With  the  publication  of  its  first  strategic  plan  in  1994,  HCFA  articulated  meeting 
beneficiary  needs  as  a  major  strategic  goal.  This  goal  was  understood  to 
encompass  not  only  beneficiary  needs  for  accessible,  high  quality  health  care,  but 
also  beneficiary  needs  for  prompt  and  accurate  processing  of  claims  and  other 
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transactions,  information  about  program  benefits,  appeal  rights,  health  plans  and 
provider  choices,  treatment  options,  and  more.  In  order  to  achieve  this  goal, 
HCFA  embarked  on  a  comprehensive  self-study  and  consultation  process  in 
1996,  which  resulted  in  a  restructuring  of  the  Agency  in  mid- 1997.  The 
restructuring  entailed  a  reorganization  of  the  Agency  around  its  major 
"audiences'1  (including  creation  of  a  Center  for  Beneficiary  Services)  and  a  new 
sharper  statement  of  the  Agency's  core  work  and  future  role.  This  vision  of 
HCFA's  future  role  was  incorporated  in  a  revised  version  of  HCFA's  goals  and 
objectives. 

The  central  idea  of  HCFA's  revised  strategic  goals  is  for  HCFA  to  meet 
beneficiary  needs  by  becoming  a  "beneficiary-centered  purchaser"  of  health  care. 
In  other  words,  the  Agency  is  committed  to  expanding  its  role  from  a  regulator 
and  payer  of  claims  to  also  be  a  prudent  purchaser  of  health  care.  HCFA  will 
strive  to  use  its  market  presence  to  obtain  "high  value"  health  care  on  behalf  of 
Medicare  and  Medicaid  beneficiaries.  High  value  health  care  is  both  high  in 
quality  and  reasonable  in  cost.  In  other  words,  HCFA  will  use  purchasing 
strategies  to  better  meet  beneficiary  needs,  including  continued  protection  of 
vulnerable  segments  of  the  beneficiary  population.  In  addition,  it  is  important  to 
recognize  that  HCFA's  programs  affect  all  Americans,  not  only  Medicare  and 
Medicaid  beneficiaries.  For  example,  HCFA's  programs  for  surveying  and 
certifying  health  care  facilities  and  supporting  graduate  medrM  education  benefit 
everyone. 

Some  aspects  of  beneficiary-centered  purchasing  are  already  well  under  way  at 
HCFA  (for  example,  consumer  information  initiatives)  while  others  would 
require  statutory  change  (e.g.,  a  streamlined  process  for  excluding  providers  of 
substandard  care  from  the  programs).  Many  purchasing  strategies  are  presently 
under  development  or  being  tested  in  demonstration  projects  around  the  country. 
Using  waivers  of  the  Medicaid  rules,  some  States  are  testing  promising 
purchasing  approaches  that  could  have  broader  applicability  in  the  future.  The 
overriding  importance  of  meeting  beneficiary  needs  and  the  concepts  of 
beneficiary-centered  purchasing  are  reflected  in  HCFA's  mission,  vision, 
strategic  goals  and  objectives,  which  are  displayed  in  Chart  1. 
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II.  CONTEXTUAL  FACTORS 

Public  Purchaser 

HCFA's  environment  presents  both  challenges  and  opportunities  with  respect  to 
the  achievement  of  the  Agency's  strategic  goals  and  the  performance  goals  in  this 
Annual  Performance  Plan.  Obviously,  our  strategic  goals  have  been  developed 
based  on  an  understanding  of  the  health  care  environment  and  the  governmental 
structure  in  which  HCFA  operates.  Once  our  strategic  direction  is  set,  there  are 
ways  of  accomplishing  goals  which  take  advantage  of  shared  interests  and  the 
potential  for  fruitful  collaboration.  For  example,  the  Health  Plan  Employer  Data 
Information  Sets  (HEDIS®)  quality  measurement  and  reporting  system  for 
managed  care  plans  is  a  major  breakthrough  in  quality  of  care  methodology  that 
was  made  possible  through  public-private  partnership.  However,  as  a 
government  agency,  HCFA  operates  in  a  framework  that  differs  from  most  other 
purchasers  of  health  care.  The  fact  that  we  must  operate  within  current  statutory 
authorities  means  that  some  shifts  in  strategic  direction  may  take  longer  or  may 
prove  impossible  in  the  near  term. 

HCFA  and  its  Partners 

As  noted  earlier,  HCFA  accomplishes  its  mission  by  working  with  and  through 
others — never  in  isolation.  HCFA  employees  are  only  a  small  portion  of  a  large, 
complex  network  that  makes  Medicare  and  Medicaid  work  successfully.  HCFA 
employees,  HCFA  agents  (Medicare  contractors,  State  Medicaid  Agency  staff, 
State  surveyors,  and  Peer  Review  Organizations),  providers  of  care  (hospitals, 
physicians,  health  plans,  clinical  laboratories,  etc.),  beneficiary  and  consumer 
organizations,  accrediting  bodies  (for  example,  the  Joint  Commission  on 
Accreditation  of  Healthcare  Organizations  and  the  Natio*H  Committee  on 
Quality  Assurance),  researchers,  and  others  work  together  to  help  ensure  that 
68  million  (FY  1997  figure)  beneficiaries  have  access  to  high  quality  care. 
HCFA's  ability  to  accomplish  many  of  its  performance  goals  is  intricately  related 
to  and  in  many  instances  dependent  upon  the  performance  of  different 
components  in  this  complex  network. 

HCFA  works  closely  with  a  number  of  other  Federal  agencies  within  HHS,  as 
well  as  government-wide,  on  special  initiatives  and  cross-cutting  issues.  For 
example,  HCFA  depends  on  assistance  from  the  Centers  for  Disease  Control  and 
Prevention  (CDC)  in  its  efforts  to  increase  rates  of  influenza  immunization  and 
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mammography  screening  among  Medicare  beneficiaries.  Operation  Restore 
Trust  (an  FY  1995-1997  demonstration  project  targeting  fraud  and  abuse  in  the 
delivery  of  skilled  nursing  facility,  home  health,  and  durable  medical  equipment 
services  in  five  States)  has  been  operated  jointly  by  HCFA,  the  HHS  Inspector 
General,  and  the  Administration  on  Aging.  HCFA,  in  collaboration  with  the 
Health  Resources  and  Services  Administration  (HRSA)  and  other  HHS  agencies 
(e.g.,  CDC,  Agency  for  Health  Care  Policy  and  Research),  are  working  together 
to  improve  children's  access  to  health  care  services. 

HCFA's  reliance  on  partners  is  one  of  its  defining  characteristics.  Working  in 
partnership  leverages  HCFA  resources,  which  is  ultimately  in  the  beneficiaries' 
besi  ii^rest.  Interdependence  J..  poses  challenges  for  accomplishing  goals. 
For  example,  in  order  to  develop  Medicaid  performance  goals,  HCFA  is 
consulting  with  the  States  regarding  goals  an^  data  sources.  Because  of  the  need 
for  this  consultation,  for  FY  1999  HCFA  has  been  granted  a  waiver  by  OMB 
from  the  GPRA  requirement  that  performance  goals  be  established  for  the 
Medicaid  program. 

Future  Challenges 

In  the  years  ahead,  HCFA  will  need  to  carry  out  its  mandate  to  ensure  access  to 
high  quality  health  care  for  the  elderly,  persons  with  disabilities,  and  certain  low 
income  populations  in  a  rapidly  ^hanging  environment.  Like  other  purchasers  of 
health  care,  HCFA's  future  success  will  depend  on  its  ability  to  adapt  to  changes 
affecting  HCFA  programs,  including  the  most  extensive  legislative  changes  for 
Medicare  since  the  program  was  enacted  (i.e.,  the  Balanced  Budget  Act  of  1997). 
These  challenges  are  taking  place  in  the  context  of  a  dramatic  demographic  shift 
that  is  creating  a  society  unlike  any  that  has  ever  been  encountered  in  human 
experience.  We  are  moving  toward  a  society  with  more  elderly,  comparatively 
fewer  children  and  adolescents,  and  with  life  expectancy  at  age  65  measured  in 
decades. 

New  Legislation 

The  bipartisan  budget  agreement  leading  to  the  recently  enacted  budget  bill 
included  major  new  challenges  for  HCFA.  The  Balanced  Budget  Act  of  1997 
creates  an  array  of  new  managed  care  and  other  health  plan  choices  for 
beneficiaries,  establishes  a  coordinated  open  enrollment  process,  and  authorizes  a 
demonstration  of  Medical  Savings  Accounts  for  up  to  390,000  Medicare 


V-ll 


628 


beneficiaries.  It  also  requires  HCFA  to  develop  and  implement  new  payment 
systems  for  many  Medicare  services  to  improve  payment  accuracy  and  to  help 
further  restrain  the  growth  of  health  care  spending.  These  new  elements  of  the 
Medicare  program,  as  well  as  additional  provisions  related  to  the  Medicaid 
program  and  expanding  health  insurance  coverage  for  children,  bring  significant 
new  work  to  HCFA.  With  tight  deadlines  and  many  analytical  and  operational 
issues  to  resolve,  the  management  of  these  new  activities  will  require  a 
concentrated  effort  and  effective  management  of  resources. 

Changes  in  Health  Care  Delivery 

The  challenges  encountered  by  HCFA  in  administering  Medicare  and  Medicaid 
are  not  unlike  those  faced  by  private  sector  payers.  All  types  of  payers  and 
insurers  in  the  U.S.  health  care  system  are  aware  of  the  need  to  contain  costs, 
contract  with  managed  care  organizations,  and  to  develop  prudent  purchasing 
approaches.  From  1969  through  1996,  spending  growth  per  enrollee  in  Medicare 
has  been  slightly  slower  than  spending  growth  in  private  insurance  per  enrollee 
on  average.  Much  attention  has  been  focused  on  1994  and  1995,  when  trends  in 
growth  rates  for  these  two  payers  suddenly  diverged-with  Medicare  per  enrollee 
spending  in  1 995  changing  very  little  from  past  rates,  and  private  spending 
significantly  decelerating.  However,  as  a  result  of  the  Balanced  Budget  Act, 
growth  rates  in  Medicare  per  enrollee  spending  are  expected  to  decline,  and  there 
are  now  reports  indicating  an  increase  in  spending  growth  by  private  payers. 

The  1990's  have  seen  enormous  growth  in  managed  care  delivery  arrangements. 
More  than  100  million  Americans  are  now  enrolled  in  some  form  of  managed 
care.  The  percentage  of  workers  in  private  sector  firms  enrolled  in  managed  care 
has  risen  from  29  percent  in  1988  to  75  percent  in  1996.  At  the  same  time, 
employer-based  health  insurance  coverage  has  eroded,  contributing  to  the  growth 
of  the  uninsured  and  underinsured  populations.  The  change  to  managed  care  is 
also  evident  in  HCFA's  programs.  Some  13.3  million  Medicaid  beneficiaries 
were  enrolled  in  managed  care  plans  in  1996,  accounting  for  35  percent  of 
Medicaid  beneficiaries.  Medicare,  too,  has  seen  growth  in  enrollment  so  that,  as 
of  1997,  over  14  percent  of  beneficiaries  are  enrolled  in  risk-based  managed  care 
plans.  Under  current  projections,  this  will  grow  to  about  28  percent  by  2002,  in 
large  part  due  to  the  choices  available  to  Medicare  beneficiaries  under  the 
Balanced  Budget  Act  of  1997. 
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In  order  to  address  the  unique  needs  of  the  beneficiary  populations  for  which 
HCFA  is  responsible,  the  Agency  must  develop  purchasing  strategies  for  both 
fee-for-service  and  managed  care  environments.  This  is  especially  the  case  given 
the  recent  enactment  of  legislation  permitting  new  categories  of  managed  care 
organizations  to  contract  with  Medicare  and  authorizing  changes  in  payment  rates 
that  may  stimulate  expansion  of  managed  care  into  rural  areas.  It  is  important  to 
remember  that  the  majority  of  beneficiaries  (the  vast  majority  in  the  case  of 
Medicare)  remain  in  fee-for-service  arrangements,  and  HCFA  must  develop 
purchasing  approaches  for  fee-for-service  that  are  both  effective  and  up  to  date. 

Technological  Advances 

Technological  advances  are  often  spectacular  in  their  character  and  speed  of 
diffusion.  No  doubt,  advances  in  transplants,  laser  technology,  nuclear 
medicine,  and  genetically-based  treatments  will  change  the  nature  of  health  care 
for  Medicare  and  Medicaid  beneficiaries.  New  technologies  also  raise  coverage, 
payment,  and  quality  issues  for  HCFA.  HCFA  has  a  responsibility,  within  the 
limits  of  law  and  regulation,  to  ensure  that  beneficiaries  have  access  to  non- 
experimental  technologies  as  they  emerge  and  become  generally  accepted  by  the 
clinical  community.  We  also  have  a  responsibility  to  ensure  that  new  procedures 
are  used  in  appropriate  circumstances  by  qualified  providers. 

Technological  advances  are  one  of  the  primary  reasons  health  care  costs  have 
risen  faster  than  the  general  consumer  price  index  over  the  last  three  decades. 
HCFA  has  a  responsibility  to  ensure  that  new  technologies  covered  by  Medicare 
have  been  demonstrated  to  be  both  safe  and  clinically  effective.  Given  that  it  is 
difficult  to  predict  what  types  of  advances  are  likely  to  arise,  and  whether  these 
advances  will  make  particular  services  or  diseases  more  (or  less)  costly,  the  rapid 
evolution  of  medical  and  information  technology  will  continue  to  pose  a 
particular  challenge  for  HCFA  in  the  coming  years. 

Demographic  Changes 

The  demographic  changes  that  will  occur  as  the  post- World  War  II  "baby  boom" 
generation  ages  are  well  known.  Past  variation  in  birth  rates,  together  with 
steady  improvement  in  life  expectancy,  is  expected  to  result  in  major  increases  in 
the  number  of  older  persons  relative  to  those  of  working  age  beginning  in  20 1 0. 
Current  analyses  based  on  that  projection  predict  that,  with  the  expected  drop  in 
the  ratio  of  active  workers  to  retirees,  payroll  tax  revenues  cannot  keep  pace  with 
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expected  expenditures.  Also,  a  larger  number  of  elderly  beneficiaries  has 
implications  for  Medicaid  as  well  as  Medicare,  in  part  because  of  Medicaid's  role 
in  financing  long-term  care  services. 

The  "demographic  problem"  for  financing  of  Medicare  and  Medicaid  needs  to  be 
evaluated  in  the  context  of  the  very  much  altered  economic  and  demographic 
circumstances  of  the  21st  century.  While  considering  the  future  of  the  programs 
in  this  broader  context,  we  must  keep  in  mind  that,  whatever  happens,  the  fact 
remains  that  there  will  be  a  substantial  proportion  of  the  future  population  that  is 
aged  and  will  require  medical  care — care  that  will  have  to  be  paid  for  one  way  or 
another. 
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III.     PERFORMANCE  GOALS  AND  MEASUREMENT 

HCFA's  Performance  Measurement  Philosophy 

HCFA's  performance  measurement  philosophy  grows  out  of  our  overriding 
commitment  to  meeting  beneficiary  needs  and  securing  high  value  health  care  on 
behalf  of  beneficiaries.  In  addition,  our  measurement  approach  is  shaped  by  the 
nature  of  the  Medicare  and  Medicaid  programs.  Because  HCFA  administers 
entitlement  programs  rather  than  specific  categorical  programs,  the  approach  we 
need  to  take  for  performance  measurement  is  necessarily  somewhat  different  than 
that  of  other  HHS  agencies.  Conceptually,  HCFA's  discretionary  administrative 
budget  is  directly  tied  to  the  management  of  these  growing  entitlement  programs, 
while  outlays  for  Medicare  and  Medicaid  benefits  are  largely  driven  by  the  size 
of  the  beneficiary  population,  their  health  csrr  needs,  the  medical  technology  and 
delivery  system  available  to  meet  those  needs,  and  statutorily  determined 
payment  policies.  Thus,  most  HCFA  budget  line  items  are  not  independent  of  the 
entitlement  programs,  but  are  inextricably  linked  to  statutorily  mandated  program 
benefit  spending. 

This  has  important  implications  for  the  selection  of  performance  measures  and 
the  relationship  of  the  performance  goals  to  HCFA's  business  activities.  Because 
of  the  character  of  its  programs,  HCFA  will  use  a  balanced  approach  that 
addresses  the  core  of  program  performance  through  the  use  of  beneficiary-related 
measures  and  also  includes  specific  key  measures  related  to  administrative 
functions.  Given  the  nature  and  size  of  HCFA's  programs,  the  approach  to 
performance  measurement  will  necessarily  include  a  strategy  of  selecting  goals 
that  are  not  only  significant,  but  also  broadly  representative  of  program 
performance.  This  "marker"  approach  seeks  key  factors  that  can  be  used  as 
indicators  of  program  performance. 

In  short,  HCFA's  measurement  philosophy  has  two  elements.  First,  we  believe 
that  the  most  important  things  to  measure  relate  to  assuring  that  Medicare  and 
Medicaid  beneficiaries  receive  the  high  quality  care  they  need.  Second,  because 
of  the  enormous  scope  of  HCFA  programs,  we  will  pursue  goals  that  are 
representative  of  program  performance. 


V-15 


632 


The  Conceptual  Framework 

HCFA's  framework  for  performance  goal  setting  and  measurement  is  based  on 
accepted  approaches  to  evaluation  and  is  consistent  with  the  strategies  for 
measuring  program  performance  in  the  OMB  guidance  on  Strategic  Plans  and 
Annual  Performance  Plans. 

Central  to  performance  measurement  for  HCFA  is  the  beneficiary  focus  that 
pervades  our  strategic  goals  and  objectives.  Goals  that  are  most  closely  aligned 
with  beneficiaries,  and  thus  are  more  outcome  oriented,  are  at  the  core  of  the 
Agency's  approach  to  performance  measurement.  This  core  consists  of 
measures  of  beneficiary  access  to  care,  beneficiary  satisfaction,  and  measures  of 
the  content  of  care  that  beneficiaries  receive.  HCFA  directly  measures 
beneficiary  access  to  care  and  beneficiary  satisfaction,  as  perceived  by 
beneficiaries  themselves.  As  core  measures  connected  to  fundamental  program 
purposes,  beneficiary  satisfaction  and  access  will  be  enduring  performance 
measures. 
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Including  content  of  care  among  the  core  measures  relates  specifically  to 
HCFA's  efforts  to  improve  quality  of  care.  HCFA  will  vary  the  selection  of 
specific  content  of  care  measures.  HCFA  will  rely  on  measures,  such  as  reducing 
use  of  physical  restraints  in  nursing  homes,  where  there  is  clinical  consensus  that 
the  measure  is  a  significant  indicator  of  performance  on  content  of  care.  The 
content  of  care  measures  will  change  as  clinical  consensus  in  this  area  of 
measurement  evolves.  The  measures  will  also  need  to  change  based  on 
interventions  HCFA  is  undertaking.  For  example,  HCFA  is  currently  working  on 
a  pilot  to  reduce  pressure  ulcers.  Depending  on  the  outcome  of  the  pilot,  this  is 
an  area  which  might  be  expanded  and  could  be  incorporated  in  future  Annual 
Performance  Plans. 

Measuring  performance  on  these  three  core  dimensions — access,  satisfaction,  and 
content  of  care — is  central  to  performance  measurement  for  HCFA.  HCFA's 
entitlement  programs  and  the  associated  administrative  budget  contribute  to  the 
performance  achievements  on  the  core  measures. 

A  second  level  of  goals  supplements  the  core  beneficiary-centered  measures. 
This  second  level  consists  of  measures  tiiat  are  closely  related  to  beneficiaries 
and  in  some  cases  are  considered  proxies  for  the  core  beneficiary-centered 
measures.  Again,  because  of  the  connection  to  beneficiaries,  the  measures  in 
this  second  level  are  considered  important  indicators  of  program  performance. 
For  example,  measurement  of  beneficiaries'  receipt  of  influenza  vaccines  and 
mammograms  are  both  direct  measures  of  HCFA  quality  efforts,  but  also  are 
considered  supplemental  proxy  measures  of  beneficiary  access  to  care.  Other 
measures  included  in  this  category  connect  to  specific  administrative  activities, 
but  also  are  related  to  the  core  measures  of  access  and  satisfaction  (for  example, 
increasing  plan  choices  and  routinely  providing  explanatory  information  on 
Medicare  benefits). 

The  third  level  of  goals  rounds  out  HCFA's  approach  by  incorporating  goals 
(generally  output  measures)  that  are  more  closely  aligned  with  administrative 
functions.  Examples  of  measures  in  this  third  level  relate  to  improvements  in 
payment  safeguard  strategies  and  claims  processing.  Information/data  on  specific 
workload  functions  (e.g.,  number  of  facilities  surveyed  and  cost  per  claim)  are 
included  in  the  budget  justification. 

This  tri-level  approach  to  performance  measurement  provides  comprehensive 
coverage,  using  a  balancing  among  types  of  measures  connecting  to  the  Agency 
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business  activities.  HCFA  believes  it  is  important  to  articulate  and  measure  goals 
at  each  of  these  three  levels.  In  so  doing,  HCFA  has  focused  on  identifying  a  set 
of  significant  meaningful  performance  measures  that  speak  to  both  fundamental 
program  purposes,  but  also  incorporate  key  output-oriented  measures  that  tie  to 
administrative  activities. 
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Linking  to  HCFA  Budget 

For  purposes  of  developing  performance  goals  for  HCFA  we  have  grouped  goals 
based  on  the  nature  of  the  activity  being  measured.  These  groupings  are  referred 
to  as  "business  activities."  While  these  business  activities  in  many  cases  are 
basically  the  same  as  categories  in  the  HCFA  budget  structure  (e.g.,  Medicaid), 
there  are  some  differences.  For  example,  separate  business  activities  are  shown 
for  Medicare  benefits/fee-for-service  and  services  delivered  by  managed  care — a 
distinction  that  does  not  occur  within  the  HCFA  budget  structure,  but  is 
important  from  the  perspective  of  setting  performance  goals.  A  table 
summarizing  the  linkages  of  the  performance  goals  to  the  business  activities  as 
well  as  the  HCFA  budget  structure  is  included  in  Section  IV.  Linking 
Performance  Goals,  which  follows  the  descriptions  of  each  of  the  performance 
goa's. 

Data  Issues 

HCFA  also  has  been  sensitive  to  concerns  with  respect  to  reducing  paperwork 
reporting  burden,  and  has  successfully  identified  measures  for  the  FY  1 999  plan 
that  do  not  require  new  information  collection  efforts  beyond  those  already  in 
place  or  scheduled  to  begin  soon.  The  set  of  performance  goals  and  measures 
presented  in  this  annual  plan  is  based  primarily  on  data  that  are  currently 
available.  There  are,  however,  planned  efforts,  such  as  the  Consumer 
Assessment  of  Health  Plan  Study  (CAHPS),  which  are  expected  to  be  used  as  the 
basis  for  monitoring  the  performance  goals  included  in  this  plan. 

In  addition,  HCFA,  for  several  of  the  performance  goals,  does  utilize  survey  data 
or  evaluations/special  studies  that  are  conducted  by  other  Federal  agencies.  For 
exarrple,  HCFA  relies  or  surveys  conducted  by  the  National  Center  for  Health 
Statistics  and  audits  conducted  by  the  Office  of  Inspector  General,  HHS.  In  these 
cases,  HCFA  depends  on  these  other  agencies  to  verify  and  validate  their  own 
data. 

As  noted  previously,  HCFA  is  currently  consulting  with  its  State  partners  on 
Medicaid  performance  goals.  Clearly,  a  major  challenge  confronting  HCFA  and 
its  State  partners  is  data  to  support  performance  measurement  for  the  jointly 
administered  programs  (i.e.,  Medicaid  and  the  State  Children's  Health  Insurance 
Program).  Data  issues  are  a  major  element  under  discussion  in  these 
consultations. 
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Summary  of  Performance  Goals 

The  following  matrix  provides  a  summary  of  HCFA's  FY  1999  performance 
goals,  including  baseline  and  target  information.  A  full  description  of  each 
measure  follows  the  summary  matrix.  The  performance  goals  are  sequenced 
?.ccording  to  the  tri-!evel  conceptual  framework,  with  beneficiary-centered 
measures  (HCFA's  "core"  measures)  described  first,  additional  beneficiary- 
related  measures  described  next,  and  administrative  "output' 1  measures  described 
last. 
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Performance  Goal  1 

Improve  Access  to  Care  for  Elderly  and  Disabled  Medicare  Beneficiaries 
Who  Do  Not  Have  Public  or  Private  Supplemental  Insurance 

Description:  Measures  of  access  refer  to  a  beneficiary's  ability  to  get  the  health 
care  services  that  he  or  she  needs  in  a  timely  manner.  HCFA  has  developed  this 
measure  to  focus  on  reducing  financial  barriers  to  care.  As  a  first  step,  we  will 
measure  the  participation  rate  of  Medicare  beneficiaries  who  are  eligible  for  the 
Qualified  Medicare  Beneficiary  (QMB)  or  the  Specified  Low-Income  Medicare 
Beneficiary  (SLMB)  programs  as  an  indicator  of  reduced  financial  barriers  to 
care.  In  addition,  we  will  develop  a  strategy  for  improving  access  for  this 
population. 

Rationale:  One  of  HCFA's  central  concerns  is  that  Medicare  enrollees  are  able 
to  get  the  care  they  need  when  they  need  it,  and  that  they  are  not  impeded  by 
factors  such  as  cost,  health  status,  location,  or  availability  of  physicians  or 
specialists.  This  is  true  not  only  for  enrollees  as  a  class,  but  most  especially  for 
vulnerable  subgroups  such  as  people  with  disabilities  and  members  of  minority 
and  disadvantaged  populations. 

HCFA  has  implemented  a  number  of  changes  to  the  Medicare  program  aimed  at 
improving  access  to  care  by  reducing  the  financial  burden  of  health  care  on 
beneficiaries.  It  is  well  documented  that  both  lack  of  insurance  coverage  and  the 
costs  associated  with  health  care  services  can  act  as  barriers  to  getting  needed 
care.  Before  Medicare,  approximately  half  of  all  elderly  persons  had  no  health 
insurance.  In  the  early  1 960"s,  the  choices  for  uninsured  or  underinsured  elderly 
patients  needing  hospital  services  were  to  spend  their  savings,  rely  on  funding 
from  their  children,  seek  welfare,  hope  for  charity  from  the  hospitals,  or  avoid 
care  altogether.  Similarly,  before  Medicare  was  expanded  in  1 972,  persons  with 
disabilities  had  very  limited  access  to  insurance  coverage.  By  guaranteeing 
coverage  of  a  defined  set  of  insurance  benefits,  Medicare  has  had  a  tremendous 
impact  on  increasing  access  to  services  by  both  the  elderly  and  persons  with 
disabilities. 

Although  the  Medicare  program  provides  ben^ciaries  with  a  basic  set  of  health 
benefits,  they  still  are  required  to  pay  a  significant  amount  out-of-pocket  for 
premiums,  deductibles,  and  co-insurance.  This  cost  can  be  prohibitive  for  many 
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beneficiaries,  particularly  for  the  approximately  12  percent  who  do  not  have 
private  or  public  supplemental  insurance.  HCFA's  access  to  care  performance 
goal  will  target  financial  barriers  to  care  for  these  beneficiaries. 

The  QMB  and  SLMB  programs  were  enacted  to  help  low-income  Medicare 
beneficiaries  with  their  Medicare  cost-sharing  expenses.  States  are  required  to 
pay  for  the  premiums,  deductibles,  and  cost  sharing  for  QMBs.  For  SLMBs,  they 
are  required  to  pay  for  the  Part  B  premium.  Despite  the  existence  of  these 
programs,  it  has  been  documented  that  a  substantial  proportion  of  individuals 
eligible  for  these  programs  are  not  enrolled  (e.g.,  two  recent  studies  estimated 
non-participation  rates  for  QMB  to  range  from  40-60  percent2).  HCFA's  goal 
will  be  to  work  with  States,  the  advocacy  community,  and  other  interested  parties 
to  develop  a  strategy  to  identify  and  enroll  additional  eligible  low  income 
Medicare  beneficiaries  into  the  QMB  and  SLMB  programs. 

Since  enactment  of  the  QMB  and  SLMB  provisions,  HCFA  has  undertaken  a 
number  of  outreach  initiatives  directed  at  identifying  and  enrolling  potential 
eligibles.  These  efforts  include  publishing  and  distributing  a  QMB/SLMB 
information  brochure.  These  brochures  are  distributed  to  local  senior  centers  and 
other  community  organizations  through  the  Information,  Counseling  and 
Assistance  grant  program.  The  Medicare  Handbook  includes  information  about 
the  programs,  and  provides  a  1-800  telephone  number  for  beneficiaries  to  call  for 
more  information.  In  addition,  HCFA  has  conducted  special  targeted  mailings  to 
new  Medicare  beneficiaries  who  appear  to  meet  the  income  criteria  of  the  QMB 
program.  HCFA  also  has  provided  interested  States  with  identifying  information 
about  newly  enrolled  Medicare  beneficiaries  who  are  potential  candidates  for  the 
QMB  and  SLMB  programs. 

This  performance  goal  is  linked  to  the  Medicare  benetits  fee-for-service  business 
activity,  and  is  related  to  the  managed  care,  grants  to  States  for  Medicaid,  and 
research  activities. 

FY  1999  Target:  We  will  examine  the  results  of  HCFA's  previous  efforts,  as 
well  as  those  of  the  States,  to  identify  and  enroll  these  individuals.  A  strategy  for 


2The  Commonwealth  Fund:  "Protecting  Low-income  Medicare  Beneficiaries,"  by  Marilyn 
Moon,  Crystal  Kuntz,  Laurie  Pounder,  and  the  Urban  Institute,  November  1996  and  The  Henry  E.  Kaiser 
Family  Foundation:  "Variations  in  State  Medicaid  Buy-in  Practices  for  Low-income  Medicare 
Beneficiaries,"  by  Patricia  B.  Nemore  at  the  National  Senior  Citizens  Law  Center,  November  1997. 
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increasing  enrollment  will  be  designed  by  building  upon  the  activities  that  have 
been  working  and  by  identifying  additional  ways  to  do  successful  outreach. 
External  parties,  such  as  the  advocacy  community,  will  be  invited  to  inform  our 
deliberations  and  to  participate  in  our  efforts  to  design  this  strategy. 

HCFA  also  will  work  with  States  to  establish  national  and  individual  State 
baselines  and  enrollment  targets  upon  which  performance  in  FY  2000  and 
beyond  can  be  judged.  (We  view  this  as  a  multiple  year  endeavor.) 

Baseline:  As  stated  above,  some  recent  research  has  estimated  participation  rates 
in  both  the  QMB  and  SLMB  programs  to  be  very  low.  Because  of  data 
challenges  and  variation  across  States,  HCFA  will  work  with  States  to  determine 
baseline  participation  rates. 

Data  Source(s):  HCFA  will  work  with  States  to  identify  possible  data  sources 
and  to  reach  agreement  on  the  source(s)  for  use  in  determining  the  performance 
measurement  standards  for  this  performance  goal.  State  data  is  one  possible 
source,  as  is  the  Current  Population  Survey  information. 

Means  of  Verification/Validation:  Self-verifying  by  inclusion  of  performance 
goal  in  FY  2000  performance  plan. 
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Performance  Goal  2 

Improve  Satisfaction  of  Medicare  Beneficiaries 

Description:  Consumer  satisfaction  ratings  and  information  about  experiences 
with  care  are  generated  from  surveys  of  beneficiaries  who  are  enrolled  in 
managed  care  plans  and  those  in  fee-for-service.  Beneficiaries  are  asked  about 
their  experiences,  perceptions,  and  level  of  satisfaction  with  a  number  of  different 
dimensions  of  care.  Over  a  5  year  period  starting  in  FY  1999,  HCFA  will  target 
beneficiaries  enrolled  in  Medicare  managed  care  plans  to  increase  their  ratings  of 
satisfaction  with  the  various  components  of  their  health  care  services. 
Satisfaction  is  a  subjective  response,  yet  it  is  increasingly  recognized  as  an 
important  outcome  of  care. 

Rationale:  Self-assessed  consumer  satisfaction  with  health  care  is  generally 
recognized  as  an  important  measure  of  quality  of  care  and  of  health  plan 
performance.  There  are  several  different  components,  or  levels,  that  can  fall 
under  the  general  rubric  of  "satisfaction  with  care."  These  include  satisfaction 
with  access,  availability,  and  convenience  of  getting  care;  satisfaction  with 
administrative  components  of  health  plans,  such  as  paperwork  or  the  ability  to  get 
questions  answered;  and  satisfaction  with  the  interpersonal/communication  and 
technical  aspects  of  care.  Research  has  shown  that  patient  satisfaction, 
particularly  satisfaction  with  the  physician-patient  relationship,  is  an  important 
factor  in  compliance  with  medical  regimens,  improving  continuity  of  care,  and 
other  behavioral  issues. 

Surveys  of  beneficiaries  can  be  useful  tools  for  identifying  consumer  perspectives 
on  their  care,  and  for  providing  systematic  data  that  can  serve  as  feedback  to 
plans  and  providers  for  quality  improvement  efforts.  Currently,  there  are  two 
surveys  that  are  administered  by  HCFA  that  are  important  resources  on 
beneficiary  satisfaction  with  care:  the  Medicare  Current  Beneficiary  Survey 
(MCBS)  and  the  Consumer  Assessment  of  Health  Plans  Study  (C  AHPS).  This 
performance  goal  primarily  will  utilize  the  CAHPS  to  help  HCFA  target  its 
efforts  on  beneficiary  satisfaction  with  managed  care  plans  and  their  providers. 
However,  HCFA  also  will  utilize  MCBS  data  as  a  benchmark  for  interpreting  and 
comparing  the  results  of  the  CAHPS. 

This  kind  of  measurement  tool  is  critical  to  HCFA's  efforts  to  be  a 
beneficiary-centered  purchaser:  an  important  goal  of  this  effort  is  for  HCFA  to 
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provide  information  to  beneficiaries  to  make  more  informed  choices  and  create 
incentives  for  providers  to  promote  high  quality  care.  Although  HCFA  believes 
that  monitoring  beneficiary  satisfaction  with  health  plans  is  critical  to  its  role  as  a 
beneficiary-centered  purchaser,  it  must  be  recognized  that  beneficiary  satisfaction 
is  not  solely  a  function  of  physician,  program,  or  plan  performance:  it  also 
reflects  beneficiary  service  expectations,  which  may  change  over  time. 

Managed  Care  Plans:  Satisfaction  and  the  Consumer  Assessment  of  Health  Plans 
Study  (CAHPS) 

Enrollment  in  Medicare  managed  care  is  expanding  rapidly:  the  rate  of  growth 
has  exceeded  25  percent  per  year  for  each  of  the  last  3  years.  Despite  this 
impressive  growth,  comparative  information  on  the  performance  of  different 
managed  care  plans  has  not  been  available.  In  FY  1999,  HCFA  will  begin 
making  plan-specific  performance  data  available  to  beneficiaries  and  plans 
through  the  Health  Plan  Employer  Data  Information  Sets  (HEDIS®)  and  CAHPS 
initiatives.  Collecting  and  distributing  HEDIS®  and  CAHPS  information  on  plan 
performance  is  intended  to  create  incentives  for  plans  to  improve  the  quality  of 
services  provided  to  beneficiaries.  In  addition,  beneficiaries  considering 
managed  care  options  often  lack  important  information  that  could  help  guide 
their  choice  of  plans,  and  help  them  make  important  decisions  about  their  care. 
The  data  collected  through  HEDIS®  and  CAHPS  will  be  summarized  by  plan 
and  made  available  to  help  beneficiaries  make  more  informed  choices  among 
managed  care  plans.  If  beneficiaries  can  make  better  plan  choices,  their 
satisfaction  with  the  health  care  services  they  receive  should  increase.  These  data 
will  also  be  distributed  to  plans,  who  can  then  take  appropriate  actions  to  improve 
services  to  their  customers. 

It  is  important  to  note  that  HCFA  intends  to  adopt  a  lonfc  .erm  view  about  the  use 
of  plan  performance  information  to  improve  consumer  satisfaction  with  health 
plans  and  providers.  Although  there  is  not  much  empirical  research  available  at 
this  time,  it  is  our  belief  that,  over  time,  beneficiaries  and  plans  will  learn  about 
the  information  and  data,  and  come  to  understand  how  to  use  it  effectively. 

HCFA  will  examine  three  areas  of  satisfaction  that  are  covered  in  the  CAHPS 
instrument:  satisfaction  with  the  administrative/customer  service  components  of 
health  plans,  satisfaction  with  the  interpersonal/communication  aspects  of  care, 
and  satisfaction  with  access  to  care.  There  are  a  number  of  questions  in  the 
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survey  that  address  these  three  areas.  HCFA  will  develop  a  composite  summary 
measure  of  satisfaction  in  each  of  the  areas,  based  on  responses  to  the  individual 
questions. 

The  questions  related  to  the  administrative  components  of  health  plans  include 
the  following: 

•  How  often  did  your  health  plan  deal  with  approvals  or  payments  without 
taking  a  lot  of  your  time  and  energy? 

•  How  often  did  you  have  more  forms  to  fill  out  for  your  health  plan  than  you 
thought  was  reasonable? 

•  How  often  were  your  calls  to  vour  health  plan's  customer  service  taken  care 
of  without  a  long  wait? 

•  Hov  often  did  you  get  al!  the  information  or  other  help  you  needed  when  you 
called  your  health  plan's  customer  service? 

•  How  often  were  the  people  at  your  health  plan's  customer  service  as  helpful 
as  you  thought  they  should  be? 

•  For  those  who  have  written  or  called  with  a  complaint,  how  often  was  your 
complaint  or  problem  settled  to  your  satisfaction? 

•  Overall  rating  of  all  your  experience  with  your  health  plan  (on  a  scale  of  1  to 
10) 

Several  items  in  CAHPS  relate  to  beneficiaries'  experience  with  physicians  or 
other  health  care  providers.  Specifically,  the  questions  include: 

•  How  often  did  doctors  or  other  health  professionals.... 
-listen  carefully  to  you? 

-explain  things  in  a  way  you  can  understand? 

•how  respect  for  what  you  had  to  say? 
-spend  enough  time  with  you? 
-know  about  your  medical  history? 

•  How  often  were  you  involved  as  much  as  you  wanted  in  decisions  about  your 
health  care? 

•  Does  your  personal  doctor  or  nurse  know  all  of  the  important  facts  and 
decisions  about  your  health  care? 

•  How  often  did  office  staff  at  a  doctor's  office  treat  you  with  courtesy  and 
respect? 

•  How  often  were  office  staff  at  a  doctor's  office  as  helpful  as  you  thought  they 
should  be? 
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•  Overall  rating  of  your  personal  doctor,  nurse,  and/or  specialist  (on  a  scale  of  1 
to  10)? 

•  Overall  rating  of  all  your  health  care  from  all  doctors  and  other  health 
professionals  (on  a  scale  of  1  to  10)? 

Questions  that  address  issues  of  access  to  needed  care  include  the  following: 

•  With  the  choices  your  health  plan  gives  you,  was  it  easy  to  find  a  personal 
doctor  or  nurse  you  are  happy  with? 

•  How  often  did  you  have  to  see  someone  else  when  you  wanted  to  see  your 
personal  doctor  or  nurse? 

•  How  often  did  you  see  a  specialist  when  you  thought  you  needed  one? 

•  Was  it  always  easy  to  get  a  referral  to  a  specialist  when  you  needed  one? 

•  How  often  did  you  get  the  medical  help  or  advice  you  needed  when  you 
phoned  the  doctor's  office  or  clinic  during  the  day  Monday  to  Friday? 

•  How  often  did  you  get  that  help  or  advice  during  the  day  Monday  to  Friday 
without  a  long  wait? 

•  When  you  tried  to  be  seen  for  an  illness  or  injury,  how  often  did  you  see  a 
doctor  or  other  health  professional  as  soon  as  you  wanted? 

•  When  you  needed  regular  or  routine  health  care,  how  often  did  you  get  an 
appointment  as  soon  as  you  wanted? 

•  How  often  did  you  wait  in  the  doctor's  office  or  clinic  more  than  30  minutes 
past  your  appointment  time  to  see  the  person  you  went  to  see? 

•  How  often  did  you  get  the  tests  or  treatment  you  thought  you  needed  from 
your  health  plan? 

•  For  those  with  physical  or  medical  conditions  that  seriously  interfere  with 
independence,  participation  in  the  community,  or  quality  of  life,  did  your 
health  plan  provide  all  the  help,  equipment,  and  services  you  thought  you 
needed  to  help  you  have  a  good  quality  of  life? 

This  performance  goal  is  linked  to  the  Medicare  benefits,  managed  care  and 
quality  business  activities.  It  is  related  to  the  research  activity. 

FY  1999  Targets:  The  CAHPS  survey  will  not  be  in  the  field  collecting  data 
until  FY  1998.  Therefore,  we  do  not  currently  have  data  to  determine  baselines 
or  make  specific  targets.  However,  HCFA's  goal  is  to  reduce  over  a  5  year 
period  the  proportion  of  managed  care  plans  where  more  than  a  specified  percent 
of  beneficiaries  report  problems  that  relate  to  their  experiences  with  access  to 
care,  the  administrative/customer  service  components  of  health  plans,  and  the 
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health  providers.  The  goal  for  FY  1999  will  be  to  use  the  newly  available 
baseline  CAHPS  data  and  our  knowledge  of  satisfaction  using  data  from  MCBS 
to  develop  estimated  targets.3 

Recent  data  from  the  MCBS  allow  us  to  look  at  general  satisfaction  for 
beneficiaries  in  both  fee-for-service  plans  and  managed  care  plans.  When  asked 
generally  about  their  satisfaction  with  the  overall  quality  of  the  medical  care  they 
received  in  the  past  year,  a  very  large  majority  of  beneficiaries  report  being  very 
satisfied  or  satisfied  (about  90  percent  of  both  beneficiaries  in  fee-for-service  and 
managed  care).4  With  such  a  distribution,  even  large  reductions  in  the  size  of  the 
"dissatisfied"  population  only  produce  numerically  small  changes  in  the  overall 
proportions.  For  example,  assume  that  in  the  baseline  year  the  proportion  of 
beneficiaries  satisfied  with  their  care  w?s  .90  and  the  proportion  dissatisfied  was 
.10.  Over  5  years,  reducing  the  size  of  the  "dissatisfied"  population  by  one- 
fourth  implies  that  the  proportion  dissatisfied  would  decrease  from  .10  to  .075. 
However,  it  is  important  to  keep  in  mind  that  such  a  target  represents  a  notable 
percentage  reduction  in  the  size  of  the  population  dissatisfied  with  their  care. 

In  addition,  HCFA  intends  to  develop  a  similar  performance  measurement  and 
intervention  for  the  fee-for-service  sector.  We  plan  to  explore  ways  of  generating 
and  providing  HEDIS  and  CAHPS-like  information  to  help  beneficiaries  make 
informed  decisions  about  obtaining  care  through  the  fee-for-service  sector.  There 
are  a  number  of  important  methodological  issues  that  need  to  be  addressed  in 
developing  such  a  measurement  and  reporting  system,  including  the  identification 
of  appropriate  units  of  attribution  and  comparison  and  development  of 
appropriate  measures  for  fee-for-service.  The  FY  1 999  performance  goal  for  fee- 
for-service  entails  completion  of  the  development  of  an  appropriate  performance 
measurement  and  reporting  methodology,  including  CAHPS-like  measures  that 
can  be  used  to  assess  beneficiary  satisfaction. 


The  estimates  of  the  proportion  cf  beneficiaries  who  are  dissatisfied  with  their  care  will  be  based  on 
sample  data,  so  it  is  necessary  to  consider  the  statistical  precision  of  the  estimates  that  will  be  produced.  Even  with 
the  large  CAHPS  sample,  it  will  be  difficult  to  detect  annual  changes.  However,  over  time  statistically  reliable 
differences  should  appear. 

4  Data  from  the  Medicare  Current  Beneficiary  Survey,  1996  Access  to  Care  file. 
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Data  Source(s): 

CAHPS: 

CAHPS  will  be  an  ongoing,  annual  survey  of  Medicare  beneficiaries,  conducted 
by  mail  with  telephone  follow-up  of  non-respondents.  The  managed  care  version 
of  CAHPS  will  be  in  the  field  in  FY  1998;  a  fee  for  service  Medicare  version  is 
currently  under  development.  The  managed  care  version  will  survey  a  sample  of 
approximately  136,000  Medicare  beneficiaries  enrolled  in  managed  care  plans 
(600  beneficiaries  per  plan,  limited  to  beneficiaries  who  have  been  enrolled  in  the 
Medicare  managed  care  plan  for  at  least  12  months).  A  new  sample  of 
beneficiaries  will  be  drawn  each  year.  The  survey  consists  of  85  questions  that 
relate  to  perception  of  and  satisfaction  with:  access,  availability,  and  convenience 
of  getting  care;  administrative  components  of  health  plans,  such  as  paperwork  or 
the  ability  to  get  questions  answered;  and  the  interpersonal  /communication  and 
technical  aspects  of  care. 

MCBS: 

The  MCBS  is  a  continuous  personal-interview  survey  of  a  panel  of  12,000 
Medicare  beneficiaries  which  began  data  collection  in  1991 .  The  sample 
includes  both  aged  and  disabled  Medicare  beneficiaries,  and  is  nationally 
representative  of  the  Medicare  population.  Sample  members  are  interviewed  in 
person  or  by  proxy  approximately  every  four  months  to  acquire  continuous  data 
on  services,  costs,  payments,  and  insurance  coverage.  In  addition  to  health  care 
financing  data,  the  MCBS  annually  collects  a  variety  of  demographic,  health 
status,  and  income  information,  as  well  as  attitudes  about  medical  care,  sources 
of  information,  and  access  to  care.  The  MCBS  serves  as  a  means  for  HCFA  to 
better  understand  its  clientele  through  both  cross-sectional  and  longitudinal 
analyses.  Satisfaction  questions  in  the  MCBS  were  limited  to  the  94  percent  of 
program  beneficiaries  who  live  in  the  community,  therefore,  for  the  purposes  of 
this  measure,  those  living  in  long-term  care  facilities  are  excluded  from  the 
analyses. 

Means  of  Verification/Validation:  Satisfaction  is  a  subjective  perception  that 
requires  self-reporting.  CAHPS  will  be  a  mail  survey  with  telephone  follow-up 
of  non-respondents,  in  which  beneficiaries  directly  report  their  level  of 
satisfaction.  All  data  from  CAHPS  will  be  carefully  edited  and  cleaned  prior  to 
the  creation  of  analytic  data  files.  Sample  weights  will  be  prepared  that  allow 
adjustment  to  survey  estimates  to  account  for  differential  probabilities  of 
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selection  in  the  CAHPS  sample,  under-coverage,  and  differential  patterns  of 
survey  non-response.  Statistical  preci:ion  will  be  calculated  and  presented  with 
the  estimates.  The  MCBS  is  subject  to  verification  typical  of  survey  work. 
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Performance  Goal  3 

Decrease  the  Prevalence  of  Restraints 
in  Long-Term  Care  Facilities 

Description:  "Physical  restraint"  refers  to  any  manual  method  or  physical  or 
mechanical  device,  material,  or  equipment  attached  or  adjacent  to  the  patient  that 
the  individual  cannot  remove  easily  and  that  restricts  freedom  of  movement  or 
normal  access  to  one's  body.  Restraints  should  be  used  only  as  a  last  resort,  only 
when  required  to  treat  medical  symptoms,  and  only  after  careful  assessment  of 
the  patient.  Restraints  should  not  be  used  as  a  substitute  for  adequate  patient 
supervision. 

Rationale:  As  a  content  of  care  goal,  this  goal  is  representative  of  HCFA's 
efforts  to  improve  the  quality  of  care,  and  thus  is  most  closely  associated  with  the 
quality  business  activity.  For  several  years,  HCFA  has  actively  sponsored  and 
participated  in  education  programs  about  ways  to  reduce  the  inappropriate  use  of 
physical  restraints.  These  programs  have  consisted  of  seminars  presented  locally 
throughout  the  country  and  via  satellite  to  nursing  home  providers,  care  givers 
and  residents'  families,  interactive  video  training  programs,  and  written  manuals. 
State  and  HCFA  surveyors  who  conduct  annual  certification  inspections  of 
nursing  homes  pay  close  attention  to  nursing  homes'  use  of  restraints  and  cite 
nursing  homes  for  deficient  practice  when  they  discover  thai  residents  are 
restrained  without  clear  medical  reason.  In  establishing  performance  goals  for 
the  quality  area,  HCFA  focused  on  measures  that  have  been  recognized  as 
clinically  significant  and/or  closely  tied  to  care  given  to  beneficiaries. 
Individuals  in  nursing  homes  are  a  particularly  vulnerable  population,  and 
consequently  it  is  an  area  of  considerable  importance.  A  significant  portion  of 
benefit  dollars  in  both  Medicare  and  Medicaid  pay  for  care  in  nursing  homes.  In 
the  case  of  Medicaid  this  amounted  to  approximately  24  percent  of  benefit 
dollars,  and  in  the  case  of  Medicare  nearly  9  percent  in  FY  1996. 

The  prevalence  of  the  use  of  physical  restraints  is  an  accepted  indicator  of  quality 
of  care,  and  importantly  considered  to  be  a  proxy  for  measuring  quality  of  life  for 
nursing  home  residents.  Thus,  it  is  one  of  the  core  measures  that  HCFA 
considers  to  be  "beneficiary-centered."  The  use  of  physical  restraints  can  cause 
incontinence,  pressure  sores,  loss  of  mobility,  and  other  morbidities.  Many 
providers  and  consumers  still  mistakenly  hold,  however,  that  restraints  are 
necessary  to  prevent  residents  from  injuring  themselves.  HCFA  and  other  groups 
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have  sponsored  a  large  number  of  provider  and  consumer  education  projects  to 
demonstrate  ways  in  which  nursing  homes  may  remove  residents'  restraints. 
These  projects  have  demonstrated  that  restraint  removal  improves  quality  of  life 
and  quality  of  care  and  actually  decreases  the  risk  of  resident  injury. 

There  is  a  clear  consensus  among  nursing  home  providers  and  clinical  experts  in 
the  field,  that  physical  restraints  continue  to  be  used  at  an  excessive  rate. 
Movement  toward  reducing  the  number  of  inappropriate  restraints  to  zero 
continues.  Although  it  is  unknown  what  an  acceptable  minimum  rate  of  restraint 
might  be,  we  believe  that  there  is  clear  consensus  that  we  have  not  yet  reached 
that  level. 

There  is  widespread  concern  about  the  excessive  use  of  psychoactive  drugs 
among  nursing  home  residents.  However,  it  is  difficult  to  distinguish  between 
useful  psychoactive  medications,  prescribed  with  the  intent  of  alleviating 
symptoms  and  restoring  normal  function,  from  those  given  with  the  intent  of 
controlling  unwanted  resident  behavior.  A  number  of  research  studies  show 
encouraging  downward  trends  in  the  use  of  psychoactive  drugs  that  are  designed 
to  control  resident  behavior,  but  we  currently  do  not  have  routinely  available  data 
to  adequately  distinguish  these  drugs  from  appropriate  ones.  From  time  to  time, 
concerns  have  been  raised  that  nursing  homes  could  use  psychoactive  drugs  to 
manage  resident  behavior  in  place  of  using  physical  restraints.  As  the  use  of 
physicu.  restraints  continues  to  decline,  HCFA  and  the  State  surveyors  will  be 
alert  to  the  possibility  that  some  inappropriate  psychoactive  drug  use  could  result. 

This  performance  goal  is  linked  to  the  improve  quality  business  activity. 

FY  1999  Target:  Decrease  the  prevalence  of  the  use  of  physical  restraints  to 
14  percent.  The  mean  prevalence  among  all  nursing  homes  in  CY  1996  was 
1 7.2  percent. 

Data  Source(s):  Data  on  use  of  physical  restraints  is  currently  collected  and 
included  in  the  Online  Survey  and  Certification  and  Reporting  (OSCAR)  data 
base.  Specific  data  elements  are:  OSC  AR  Field  F104,  number  of  residents  who 
are  physically  restrained,  and  OSCAR  Field  F78,  nursing  home  census.  Data  are 
stored  at  HCFA  and  are  immediately  accessible  to  HCFA  central  office,  HCFA 
regional  offices,  and  State  agencies.  In  the  future,  as  data  from  the  Minimum 
Data  Set  (MDS)  become  widely  available,  HCFA  will  use  this  data  to  further 
refine  this  measure. 
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Means  of  Verification/V alidation:  Data  may  be  checked  during  annual,  onsite 
surveys. 
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Performance  Goal  4 

Improve  Laboratory  Testing  Accuracy 

Description:  This  goal  commits  HCFA  to  continued  improvement  in  the 
accuracy  of  diagnostic  laboratory  tests  regulated  under  the  Clinical  Laboratory 
Improvement  Amendments  (CLIA).  Specifically,  further  improvements  are 
expected  in  laboratory  scores  on  proficiency  (accuracy)  testing  (PT)  while  the 
rate  of  compliance  with  PT  enrollment  requirements  in  CLIA  also  increases.  It  is 
important  to  measure  progress  on  both  enrollment  and  PT  scores  so  that 
eventually  all  laboratories  subject  to  PT  under  the  CLIA  rules  are  both 
participating  in  a  PT  testing  program  and  performing  well  on  those  PT 
cl.anenges. 

Rationale:  PT,  along  with  the  other  CLIA  quality  requirements,  offers  each 
regulated  laboratory  and  HCFA  a  means  of  measuring  that  laboratory's 
performance,  using  certain  test  methodologies,  in  relation  to  the  general  accuracy 
of  tests  performed  by  laboratories  across  the  nation.  It  also  increases  patient  and 
physician  confidence  in  a  particular  laboratory  by  oroducing  a  snapshot  of  the 
laboratory's  ability  to  perform  tests  accurately  according  to  objective  standards. 
This  enhanced  confidence  in  lab  test  accuracy  reduces  the  need  or  inclination  for 
repetitive  laboratory  testing  and  thereby  reduces  overall  costs  of  medical  care 
related  to  diagnostic  testing.  Typically,  a  laboratory  that  performs  well  on  PT 
also  provides  accurate  testing  results  for  clinicians,  which  aids  in  rapid  and 
appropriate  patient  diagnoses,  and  therefore  contributes  to  effective  treatment. 
There  is  a  well  documented  educational  value  for  the  laboratory  from  PT  because 
of  the  opportunity  and  incentive  for  the  lab  to  learn  from  its  PT  performance. 

PT  involves  sending  sample  specimens,  with  known  properties,  to  each 
laboratory  three  times  per  year  to  evaluate  whether  the  laboratory's  results  with 
respect  to  those  specimens  match  the  samples'  known  properties.  The  PT  testing 
is  "blind"  in  that  the  laboratory  staff  are  not  given  any  information  about  what 
they  are  expected  to  find.  The  CLIA  regulation  requires  that  the  PT  samples  be 
tested  in  the  same  manner  and  by  the  same  individuals  as  those  performing 
patient  testing.  The  PT  samples  are  provided  by  private  non-profit  organizations, 
Federal  or  State  agencies.  The  PT  programs  that  provide  the  samples  undergo  an 
annual  and  ongoing  review  process  coordinated  by  HCFA  and  the  Centers  for 
Disease  Control  and  Prevention  (CDC). 
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Under  CLIA  all  entities  providing  laboratory  testing  are  regulated  and  as  part  of 
that  regulation  are  required  by  law  to  perform  PT  for  specific  tests.  CLIA  defines 
laboratory  testing  as  "the  examination  of  materials  derived  from  the  human  body 
for  the  purpose  of  providing  information  for  the  diagnosis,  prevention,  or 
treatment  of  any  disease  or  impairment  of,  or  the  assessment  of  the  health  of 
human  beings." 

There  are  currently  36  tests  or  analytes  for  which  laboratories  must  perform  PT 
under  CLIA.  This  list  of  86  analytes  is  largely  made  up  of  diagnostic  tests  which 
are  commonly  performed  and  whose  results  are  important  to  health  care 
treatment  decisions.  Each  laboratory  performs  PT  on  the  regulated  analytes  that 
are  a  part  of  its  specific  test  menu.  There  are  other  tests  performed  by 
laboratories,  regulated  under  CLIA,  for  which  there  is  no  required  PT.  Some  of 
these  tests  are  laboratory  examinations  and  procedures  that  are  so  simple  and 
accurate  that  there  is  almost  no  likelihood  of  producing  erroneous  results.  There 
are  other  tests  for  which  PT  is  not  yet  available  or  may  not  yet  be  required  by  the 
CLIA  regulations.  Tests  for  which  PT  is  required  may  be  added  as  the  CLIA 
regulations  are  updated  by  CDC  and  HCFA.  If  there  is  no  PT  available  for  a  test, 
a  laboratory  must,  by  some  other  means,  demonstrate  the  accuracy  of  any  test 
performed  at  least  two  times  each  year. 

Calendar  years  1993  and  1994  were  phase-in  years  for  PT  enrollment  and 
performance  under  CLIA.  Calendar  year  1995  represents  the  first  year  for  which 
there  is  complete  PT  data.  This  data  indicates  that  69.4  percent  of  the  total  scores 
reported  from  all  laboratories  enrolled  in  PT  demonstrated  no  failures.  The  data 
also  indicate  that  89.6  percent  of  the  laboratories  that  were  required  to  be  enrolled 
in  PT  in  1995  were  actually  enrolled.  In  1996,  87.4  percent  of  the  scores  from 
enrolled  laboratories  demonstrated  no  failures  on  any  PT  challenges  and  the 
percentage  of  regulated  labs  actually  enrolled  was  93.2  percent.  These  figures 
indicate  sharp  increases  in  both  performance  (accuracy)  rates  and  enrollment 
rates  from  1995  to  1996,  consistent  with  the  start-up  of  PT  testing.  As  the  PT 
program  becomes  a  routine  part  of  laboratory  operations,  further,  more  modest 
gains  are  expected  in  both  measures. 

Interventions  in  place  from  which  the  improvement  has  occurred  and  will 
continue  to  occur  include  the  following  with  respect  to  test  accuracy. 
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laboratories  reviewing  their  own  findings  of  PT  performance  and 
taking  appropriate  actions  in  each  laboratory  to  correct  the 
problems 

State  surveyors  and  HCFA-approved  accrediting  bodies  employing 
an  educational,  outcome  oriented  survey  approach  and  ongoing 
monitoring  of  laboratory  PT  performance 

recommending  training  and  technical  assistance  for  laboratories 
that  fail  to  meet  the  standards  set  for  PT  performance  in  lieu  of 
sanctions  for  the  first  occurrence 

not  allowing  laboratories  refusing  training  and  technical  assistance 
to  conduct  the  test(s)  in  question  until  they  have  met  two  PT 
challenges  successfully 

taking  enforcement  actions  or  sanctions  if  a  laboratory's  accuracy 
does  not  improve  or  is  so  poor  as  to  pose  a  threat  to  the  public 
health  and  safety 

requesting  PT  providers  to  be  available  to  assist  laboratories  that 
fail  PT  to  determine  why  they  failed  and  to  prevent  recurrence 

Other  continuing  interventions  address  enrollment  in  required  PT: 

State  surveyors  and  HCFA  approved  accrediting  bodies  assisting 
laboratories  in  understanding  all  aspects  of  PT  enrollment  and 
ongoing  monitoring  of  enrollment 

taking  enforcement  actions  or  sanctions  if  a  laboratory  continually 
or  repeatedly  fails  to  enroll  in  PT  for  all  appropriate  tests 

requesting  PT  providers  to  be  available  to  assist  laboratories  in 
enrolling  appropriately 

This  performance  goal  is  linked  to  the  improve  quality  business  activity. 

FY  1999  Target:  By  the  end  of  FY  1999, 90  percent  of  the  total  scores  reported 
from  all  laboratories  enrolled  in  PT  will  contain  no  failures.  Also  by  the  end  of 
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FY  1999,  the  percentage  of  CLIA  laboratories  properly  enrolled  and 
participating  in  PT  will  increase  to  95  percent. 

Data  Sources:  HCFA  Online  Survey  and  Certification  Reporting  System 
(OSCAR) 

The  PT  enrollment  rate  is  calculated  using:  (1)  the  number  of  laboratories  in  the 
OSCAR  data  base  subject  to  on-site  survey;  and  PT  testing  for  at  least  one 
analyte  and  (2)  the  number  of  laboratories  cited  as  deficient  for  failing  to  be 
appropriately  enrolled  in  PT.  The  rate  at  which  enrolled  laboratories  perform 
successfully  on  PT  is  calculated  using  totals  from  the  OSCAR  data  base  for:  (1) 
the  total  number  of  tests  performed  for  the  year;  and  (2)  the  total  number  of  failed 
scores  received  for  the  year. 

Means  of  Verification/Validation:  Surveyors  verify  this  data  by  ongoing 
monitoring  of  PT  information,  communicating  with  laboratories,  and  conducting 
biennial  on-site  surveys. 
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Performance  Goal  5 


Increase  the  Percentage  of  Medicare  Beneficiaries  Age  65  Years  and  Older 
Who  Receive  an  Influenza  Vaccination 

Description:  This  goal  tracks  the  increase  in  the  percentage  of 
noninstitutionalized  Medicare  beneficiaries  age  65  and  over  who  receive  an 
influenza  vaccination  each  year. 

Rationale:  Influenza  is  a  potentially  life-threatening,  but  preventable, 
respiratory  disease.  An  annual  influenza  vaccination  is  recommended  for  all 
persons  65  years  of  age  or  older.  In  the  United  States,  between  10,000  and 
40,000  persons  die  each  year  from  influenza  and  related  complications.  Many 
conditions  prevalent  among  the  Medicare  oooulation  can  be  exacerbated  by 
influenza,  including  cardiopulmonary  and  other  chronic  diseases. 

The  small  inconvenience  and  cost  of  receiving  an  annual  influenza  vaccination 
pales  in  comparison  to  the  enormous  health  benefit  for  Medicare  beneficiaries. 
According  to  the  Centers  for  Disease  Control  and  Prevention  (CDC),  the 
influenza  vaccination  is  between  50  and  60  percent  effective  in  preventing 
hospitalizations,  and  80  percent  effective  in  preventing  death  for  the  elderly 
population. 

Two  primary  data  sources  are  used  to  determine  utilization  of  the  influenza 
vaccination  by  Medicare  beneficiaries:  the  National  Health  Interview  Survey 
(NHIS)  and  the  Behavioral  Risk  Factor  Surveillance  System  (BRFSS). 
The  NHIS  is  conducted  by  CDC  and  is  a  principal  source  of  information  on  the 
health  of  the  civilian  noninstitutionalized  population.  The  NHIS  data  is  a  more 
complete  data  source  for  this  purpose  than  Medicare  claims  data  because  it 
reflects  the  immunization  rate  among  all  persons  age  o5  and  over  regardless  of 
the  payment  source.  It  is  also  the  data  source  on  which  the  Healthy  People  2000 
immunization  goal  of  60  percent  is  based.  The  BRFSS  is  also  conducted  by 
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CDC,  is  similar  in  content  to  the  NHIS,  but  is  collected  on  a  State-specific  basis. 
The  1994  NHIS  data  show  that  55  percent  of  persons  age  65  and  over  received  a 
flu  vaccination.  These  data  indicate  that  we  are  very  close  to  realizing  the 
Healthy  People  2000  goal.  A  provision  of  the  Balanced  Budget  Act  of  1997 
extends  influenza  educational  outreach  programs  which  will  hold  promise  for 
further  increasing  access  to  this  important  benefit. 

Medicare  coverage  for  flu  shots  began  in  1993,  and  marked  the  beginning  of 
HCFA's  effort  to  increase  immunization  rates  among  older  adults  by  conducting 
annual  national  campaigns  to  educate  beneficiaries  and  providers  about  the 
benefits  of  flu  shots.  In  1997  a  total  of  7.5  million  English  language  "postcards" 
were  printed  and  shipped  to  approximately  1,000  partners  such  as  Peer  Review 
Organizations  (PROs)  and  Medicare  carriers  for  further  distribution  to  banks, 
churches,  providers,  senior  centers,  etc.  In  addition,  similar  postcards  were 
printed  in  Spanish,  Chinese,  Vietnamese,  and  Korean  for  distribution.  Posters, 
camera-ready  advertising  slicks,  and  public  service  announcements  were 
distributed  as  well. 

Building  on  these  national  educational  campaigns,  we  have  formulated  a  long- 
term,  structured  campaign  to  market  the  Medicare  flu  vaccine  benefit  to 
beneficiaries.  As  part  of  this  campaign,  HCFA  will  continue  to  reiy  on  an 
established  partnership  with  CDC  and  the  National  Coalition  for  Adult 
Immunization  (NCAI)  to  increase  the  number  of  Medicare  beneficiaries  who  are 
immunized  against  influenza.  An  annual  National  Aduit  Immunization 
Conference  is  co-sponsored  by  HCFA,  CDC,  and  NCAI.  The  conference  is  an 
opportunity  for  partners  in  the  field  of  adult  immunization  to  convene  and  share 
ideas  to  improve  the  quality  and  diversity  of  adult  immunization  campaigns. 

States,  community-based  organizations,  and  senior  advocacy  groups  will 
continue  to  play  a  critical  role  in  the  Influenza  Campaign,  as  will  Medicare  Peer 
Review  Organizations  (PRO)-entities  which  serve  as  the  quality  improvement 
champions  for  the  Medicare  program  in  each  State.  A  large  part  of  what  is 
accomplished  through  HCFA's  flu  campaign  is  done  by  the  PROs.  Through  the 
Health  Care  Quality  Improvement  Program,  PROs  conduct  cooperative 
improvement  projects  in  which  they  use  data  (primarily  Medicare  claims  data)  to 
identify  opportunities  to  improve  care  (in  this  case  the  rate  of  flu  immunizations), 
and  then  work  to  develop  interventions  that  will  bring  improvement  for  that 
quality  indicator.  Once  an  intervention  has  been  implemented,  PROs  then 
remeasure  the  quality  indicator  to  see  if  there  have  been  improvements.  PROs 
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work  in  collaboration  with  providers,  beneficiaries,  managed  care  plans, 
community  groups,  and  others  in  their  states  to  design  cooperative  projects  and  to 
implement  interventions.  Each  PRO  can  customize  its  project  to  its  state  and 
local  needs. 

Under  current  contract  requirements,  each  PRO  is  currently  conducting  one  or 
more  projects  that  focus  on  preventive  health  care.  HCFA  identified  three  areas 
of  clinical  importance  in  the  PRO  contract,  one  of  which  is  improving  preventive 
health  care.  Most  of  the  preventive  projects  focus  on  the  promotion  of  influenza 
and  pneumococcal  vaccinations,  as  well  as  mammographies.  Nearly  all  (5 1  out 
of  53)  of  the  PROs  have  conducted  projects  focused  on  influenza  immunizations 
within  the  current  contract;  156  flu  projects  have  been  conducted  so  far.  The 
current  contract  continues  until  April  ot  1999,  at  which  time  the  PROs  will  begin 
to  transition  to  new  contracts. 

In  addition  to  State-based  PRO  projects,  a  number  of  regional  and  national 
initiatives  are  currently  underway.  Of  note  are  the  HORIZONS  and  Prevention 
Care  Package  Projects.  The  Massachusetts,  Ohio,  and  Texas  PROs  are  partnering 
on  the  Prevention  Care  Package  project  which  will  promote  Medicare  coverage 
of  influenza  and  pneumococcal  vaccinations  and  screening  mammograms.  The 
primary  purpose  of  the  project  is  to  test  the  effect  on  utilization  that  results  from 
a  single  preventive  intervention  message  ("utilize  the  pneumococcal 
vaccination")  versus  a  multiple  preventive  intervention  message  ("utilize 
influenza  and  pneumococcal  vaccinations  and  screening  mammograms").  Direct 
mail  brochures  were  mailed  to  newly  enrolled  Medicare  beneficiaries  in  the  states 
of  Massachusetts,  Ohio,  and  Texas  on  September  29,  1997.  The  effect  of  the 
direct  mail  intervention  on  utilization  of  vaccines  will  be  determined  through 
telephone  surveys  conducted  during  March  and  April,  1998  and  Medicare  claims 
analysis  conducted  during  September,  1998. 

The  HORIZONS  project  partners  eight  PROs  with  eleven  Historically  Black 
Colleges  and  Universities  (HBCUs)  to  formulate  statewide  interventions  for  the 
1997  influenza  season.  The  project  focuses  on  outreach  to  the  African  American 
Medicare  population.  This  is  a  particularly  important  initiative,  given  the  great 
disparities  in  immunization  rates  for  the  African  American  population.  Medicare 
claims  data  in  1996,  for  example,  indicated  that  23.4  percent  of  African 
American  Medicare  beneficiaries,  compared  to  45.5  percent  of  Caucasian 
Medicare  beneficiaries,  received  an  influenza  immunization  that  Medicare  paid 
for.  The  PROs  will  identify  and  mobilize  existing  community  resources  to 
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leverage  Federal  efforts  to  improve  influenza  immunization  rates  in  these 
communities.  HCFA  will  also  target  nursing  home  residents  for  vaccination 
against  influenza — a  population  at  high  risk. 

This  measure  is  linked  to  the  quality  of  care  business  activity.  It  is  related  to  the 
Medicare  benefits  and  managed  care  budget  activities.  Encouraging  Medicare 
beneficiaries  to  take  advantage  of  prevention  services,  such  as  influenza 
vaccination,  is  quite  clearly  related  to  improved  health  outcomes. 

FY  1999  Target:  Achieve  at  least  a  59  percent  influenza  immunization  rate 
among  noninstitutionalized  Medicare  beneficiaries  age  65  and  older.  HCFA  has 
adopted  the  Healthy  People  2000  goal  of  achieving  at  least  a  60  percent  influenza 
immunization  rate  among  noninsmuiionalized  high  risk  (including  elderly) 
populations. 

Data  Source(s):  The  NHIS  data  will  be  the  primary  data  source  for  this 
measure.  The  data  will  be  augmented  by  information  from  the  BRFSS. 

Medicare  claims  data  are  a  secondary,  supplementary  source  of  data.  Medicare 
claims  data  reflects  the  percent  of  Medicare  beneficiaries  age  65  and  over  who 
receive  a  flu  vaccination  paid  for  on  a  Medicare  fee-for-service  basis  under 
Medicare  from  September  through  December  of  the  respective  year.  It  is 
important  to  note  that  this  figure  under  reports  vaccinations  actually  received 
because  it  excludes  Medicare  beneficiaries  enrolled  in  managed  care  plans,  and 
beneficiaries  who  receive  vaccinations  outside  the  Medicare  payment  system 
(e.g.,  free  clinics).  While  Medicare  claims  data  under  reports  the  number  of 
beneficiaries  vaccinated,  it  does  provide  great  detail  relating  to  demography, 
providers,  geography,  and  missed  vaccination  opportunities.  Medicare  claims 
data  shows  that  Medicare  paid  for  flu  vaccinations  for  43.2  percent  of  Medicare 
beneficiaries  in  1996. 

Additional  data  sources  include  HEDIS®  3.0  and  the  Medicare  Current 
Beneficiary  Survey  (MCBS).  These  sources  will  attempt  to  capture  influenza 
immunization  rates  for  Medicare  managed  care  enrollees.  Part  of  the  value  of 
including  secondary  data  sources,  such  as  the  MCBS,  is  that  they  capture  the 
institutionalized  population,  whereas  the  NHIS  does  not. 

Means  of  V  erification/V  alidation:  The  NHIS  has  been  conducted  by  the 
National  Center  for  Health  Statistics  annually  since  1957.  The  BRFSS, 
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administered  by  the  National  Center  for  Chronic  Disease  Prevention  and  Health 
Promotion,  is  an  on-going  data  collection  program.  Medicare  claims  data  include 
all  claims  submitted  by  providers  to  Medicare.  The  MCBS  is  subject  to 
verification  typical  of  survey  work. 
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Performance  Goal  6 

Increase  the  Percentage  of  Medicare  Beneficiaries  Age  65  Years  and  Older 
Receiving  a  Screening  Mammogram 

Description:  This  goal  is  to  increase  the  percentage  of  female  Medicare 
beneficiaries  age  65  and  older  who  receive  a  screening  mammogram.  HCFA 
intends  to  increase  the  number  of  Medicare  beneficiaries  taking  advantage  of  the 
lifesaving  potential  of  mammography  and  ultimately  decrease  mortality  rates 
from  breast  cancer  for  the  Medicare  population. 

Since  1991,  Medicare  has  covered  screening  mammograms  once  every  2  years. 
As  of  January  1,  1998,  the  Balanced  Budget  Act  of  1997  requires  Medicare  to 
cover  arnual  screening  mammograms  for  v  omen  age  40  and  over  and  eliminates 
the  deductible,  however  retains  the  20  percent  copayment. 

Rationale:  A  mammogram  is  a  safe,  low-dose  x-ray  picture  of  the  breast  and  is 
the  most  effective  means  of  detecting  breast  cancer  while  it  is  still  in  an  early 
treatable  stage.  Studies  show  a  clear  link  between  early  detection  of  breast 
cancer  and  improved  health  outcomes.  Screening  mammography  detects  cancer 
an  average  of  1 .7  years  before  a  woman  can  feel  the  lump  herself.  Cancers 
detected  at  an  early  stage  are  less  likely  to  have  spread  to  lymph  nodes  or  other 
sites  in  the  body. 

Older  women  face  a  greater  risk  of  developing  breast  cancer  than  younger 
women.  Yet,  according  to  data  from  the  National  Health  Interview  Survey 
(NHIS),  only  49  percent  of  those  aged  65  and  over  obtained  a  (diagnostic  or 
screening)  mammogram  in  calendar  year  1994.  According  to  Medicare  claims 
data,  only  39  percent  of  Medicare  beneficiaries  received  a  mammogram  paid  for 
by  Medicare  between  1994  and  1995. 5 

A  disproportionate  number  of  breast  cancer  deaths  occur  among  African 
American  women.  Encouraging  regular  mammograms  is  critical  to  reducing 


5  Surveys  such  as  the  National  Health  Interview  Survey  (NHIS)  or  the  Behavioral  Risk 
Factor  Surveillance  System  (BRFSS)  may  report  higher  rates  of  mammography  than  those 
reported  via  Medicare  claims  since  the  claims  data  do  not  include  information  on  women 
enrolled  in  managed  care,  or  for  women  whose  mammograms  were  paid  through  other  sources 
such  as  free  screening  programs. 
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breast  cancer  deaths  for  these  populations.  In  the  1994-1995  period  Medicare 
claims  data  show  that  mammography  rates  by  State  ranged  from  32.2  to  48.4 
percent  for  all  Medicare  beneficiaries.  For  African  Americans,  the  range  was 
20.2  to  45.3  percent,  while  for  Caucasians,  the  range  was  34.0  to  49.0  percent. 

Medicare  Peer  Review  Organizations  (PRO)  play  an  important  role  in  the 
Mammography  Campaign.  PROs  are  entities  which  serve,  under  contract  with 
HCFA,  as  the  quality  improvement  champions  for  the  Medicare  program  in  each 
State.  Through  the  Health  Care  Quality  Improvement  Program,  PROs  conduct 
cooperative  improvement  projects  in  which  they  use  data  (primarily  Medicare 
claims  data)  to  identify  opportunities  to  improve  care  (in  this  case  the 
mammography  rate)  and  then  work  to  develop  interventions  that  will  bring 
improvement  for  that  quality  indicator.  Once  an  intervention  has  been 
implemented,  PROs  then  remeasure  the  quality  indicator  to  see  if  there  have  been 
improvements.  PROs  work  in  collaboration  with  providers,  beneficiaries, 
managed  care  plans,  community  groups,  and  others  in  their  states  to  design 
cooperative  projects  and  to  implement  interventions.  Each  PRO  can  customize 
its  project  to  its  State  and  local  needs. 

In  order  to  address  the  lower  mammography  utilization  rates  for  African 
American  and  Hispanic  American  Medicare  beneficiaries,  six  of  the  Medicare 
PROs,  as  part  of  the  HCFA  HORIZONS  Project,  have  initiated  community  based 
projects  to  increase  mammography  rates  in  six  major  cities  (Philadelphia, 
Atlanta,  Cleveland,  Chicago,  San  Antonio,  and  Los  Angeles)  for  these  specific 
populations.  The  three-year  projects  are  being  carried  out  through  local 
partnerships  of  interested  stakeholders  in  the  African  American  and  Hispanic 
communities  identifying  local  impediments  to  receiving  mammography,  and 
community-based  interventions. 

Other  activities  include: 

Preventive  Screening  Services  Project  -  A  collaborative  project  with  the  Centers 
for  Disease  Control  and  Prevention  and  Maryland's  Department  of  Health  and 
Mental  Hygiene  is  being  conducted  to  evaluate  the  effectiveness  of  physician 
referral,  prompted  by  an  office  reminder  system  for  mammography  and  pap 
smears  utilization  (as  reflected  in  Medicare  billing  data)  for  Medicare  African- 
American  beneficiaries  age  65  and  older. 
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Mammography  Campaign  Print  Materials  -  HCFA  tested  mammography 
messages  and  visual  designs  on  female  Medicare  beneficiaries  age  65  and  over  in 
order  to  provide  these  women  with  relevant,  understandable,  printed  information 
about  the  importance  of  regular  mammograms  and  Medicare  coverage  available 
for  mammograms.  Based  on  the  results  of  this  testing,  HCFA  designed 
postcards,  posters,  bookmarks,  and  stickers.  The  messages  and  graphic  design  on 
the  materials  are  simple  and  straight  forward  and  were  accepted  among  the 
variety  of  ethnic  and  racial  groups  tested.  The  materials  are  in  English  and 
Spanish  and  have  been  distributed  to  Medicare  beneficiaries  through  HCFA's 
contractors  (Peer  Review  Organizations,  Carriers,  Information  Counseling  and 
Assistance  Grantees,  and  HMOs)  and  various  partners  (health  departments,  breast 
cancer  groups,  beneficiary  advocacy  groups,  etc.). 

Mammography  Data  Books  -  HCFA  has  distributed  mammography  data  books 
for  1994-1995  Medicare  mammography  utilization  rates.  These  data  can  also  be 
retrieved  from  HCFA's  home  page:  www.hcfa.gov/stats/mamm/mammover.htm. 
In  addition,  1995-1996  data  were  released  in  October  of  1997. 

Radio  Public  Service  Announcements  (PSA)  -  For  October  1 997's  Breast  Cancer 
Awareness  Month,  HCFA  sent  English  and  Spanish  radio  PSA  scripts  to  radio 
stations  nationwide  that  target  the  older  population.  The  PSAs  were  designed 
and  tested  by  one  of  HCFA's  Peer  Review  Organizations. 

Information  Campaign  -  HCFA  is  in  the  midst  of  planning  a  media  campaign  to 
increase  awareness  of  Medicare's  expanded  screening  mammography  benefit. 
HCFA  is  collaborating  with  the  National  Cancer  Institute  (NCI),  the  Centers  for 
Disease  Control  and  Prevention  (CDC),  the  Food  and  Drug  Administration 
(FDA),  the  Federal  Coordinating  Committee  on  Breast  Cancer,  as  well  as  private 
sector  and  non-profit  organizations  to  promote  the  new  annual  Medicare 
screening  mammography  benefit.  HCFA  is  planning  to  hold  a  conference  on 
breast  health  and  mammography  issues  for  women  65  years  and  older  and  plans 
to  invite  Federal  agencies,  breast  health  leaders,  and  the  press.  In  addition, 
HCFA  will  update  its  print  and  video  materials  to  reflect  the  message  about  new 
coverage  for  annual  screening  mammograms.  HCFA  is  aggressively  pursuing 
print,  TV,  and  radio  coverage  of  the  benefit  change. 
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Increasing  the  rate  of  mammography  in  the  over  65  Medicare  population  is  linked 
to  the  quality  business  activity.  It  is  related  to  the  Medicare  benefits  and 
managed  care  budget  activities. 

FY  1999  Target:  For  1999,  59  percent  of  female  Medicare  beneficiaries  age  65 
and  older  will  have  received  a  screening  mammogram  in  a  2-year  period.  For  the 
Year  2000,  consistent  with  the  Healthy  People  2000  goal,  HCFA's  goal  is  that 
60  percent  of  Medicare  beneficiaries  age  65  and  older  will  receive  a  screening 
mammogram  in  a  2-year  period. 

Data  Source(s):  Consistent  with  the  Healthy  People  2000  goal,  the  National 
Health  Interview  Survey,  (managed  by  the  National  Center  for  Health  Statistics) 
will  be  utilized.  It  should  be  noted  that  NHIS  data  do  not  distinguish  between 
diagnostic  and  screening  mammograms. 

Additional  data  sources  will  also  be  utilized  to  observe  the  mammography 
screening  and  diagnosis  rates:  CDC's  Behavioral  Risk  Factor  Surveillance 
System  (BRFSS),  the  Medicare  Current  Beneficiary  Survey,  and  HCFA's 
National  Claims  History  File.  Because  mammography  is  a  HEDIS®  measure, 
HEDIS®  information  will  also  be  evaluated. 

Means  of  Verification/V alidation:  The  NHIS  is  an  annual  household  survey  of 
a  representative  sample  of  40,000  households  (excluding  institutionalized  and 
active  military  personnel)  conducted  by  the  Census  Bureau  under  an  interagency 
agreement  with  the  National  Center  for  Health  Statistics,  which  houses  and 
maintains  the  data.  The  National  Claims  History  File  is  a  1 00  percent  sample. 
Duplicates  will  be  eliminated  to  ensure  that  women  who  have  more  than  one 
mammogram  within  the  2-year  period  do  not  contribute  to  over  counting. 
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Performance  Goal  7 

Increase  Health  Plan  Choices  Available  to  Medicare  Beneficiaries 

Description:  Increase  percentage  of  Medicare  beneficiaries  having  at  least  one 
managed  care  option/choice. 

Rationale:  Medicare  has  provided  access  for  beneficiaries  to  mainstream  health 
care.  The  health  care  system  is  changing  dramatically  with  growth  in  health 
maintenance  organizations  and  other  forms  of  managed  care  as  well  as  new 
delivery  arrangements.  Our  goal  is  to  ensure  that  all  Medicare  beneficiaries  have 
a  choice  of  a  number  of  high  quality  health  care  options  in  both  fee-for-service 
and  managed  care.  We  believe  that  expanded  competition  in  the  marketplace 
promotes  quality,  expands  benefits,  controls  price,  and  stimulates  innovation. 

The  following  three  strategies  will  create  greater  choice  of  health  plans  for 
Medicare  beneficiaries: 

1 .  The  Balanced  Budget  Act  of  1997  will  allow  us  to  contract  with  entities 
other  than  traditional  HMOs,  such  as  provider-sponsored  organizations 
(PSOs),  preferred  provider  organizations  (PPOs),  private  fee-for-service 
plans,  and  Programs  of  All-inclusive  Care  for  the  Elderly  (PACE) 
programs.  We  expect  that  many  of  the  applications      receive  will  come 
from  rural  areas  that  have  few  or  no  managed  care  options.  In  addition, 
payment  changes  under  the  Balanced  Budget  Act  of  1 997  will  also 
encourage  managed  care  options  in  rural  areas. 

2.  HCFA  will  utilize  a  "triage"  approach  to  the  processing  of  managed  care 
applications  and  service  area  expansions.  We  will  first  process  those 
applications  from  plans  that  wish  to  offer  their  products  in  areas  that  have 
little  or  no  managed  care  penetration  prior  to  the  processing  of 
applications  from  more  penetrated  areas. 

3.  HCFA  will  continue  to  offer  different  plan  choices  through  various 
demonstration  projects,  such  as  Choices,  Social/HMO,  and  the  End  Stage 
Renal  Disease  capitation  demonstration.  Demonstrations  allow  us  to 
promote  managed  care  in  areas  that  have  not  had  much  interest  from 
traditional  HMOs. 
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This  goal  is  linked  to  the  managed  care  business  activity. 

FY  1999  Target:  In  FY  1997,  70  percent  of  Medicare  beneficiaries  had  at  least 
one  managed  care  option/choice.  HCFA  will  work  to  ensure  that,  by  the  end  of 
FY  1999,  80  percent  of  Medicare  beneficiaries  have  at  least  one  choice. 

Data  Source(s):  The  following  data  files,  validated  and  verified  on  at  least  a 
quarterly  basis,  are  used  to  construct  the  current  baseline. 

Health  Insurance  Skeleton  Eligibility  Write-off  (HISKEW)  -  This  file 
includes  past  and  present  Medicare  entitled  beneficiaries  (approximately 
220  million  total,  39  million  active). 

+       Geographic  Service  Area  File  -  This  file  includes  all  States  and  Counties 
in  the  individual  service  areas  of  the  Medicare  risk,  cost,  and 
demonstration  managed  care  contract  plans.  This  makes  it  possible  to 
determine  which  and/or  how  many  plans  serve  an  individual  State  and 
County. 

►  State/County  Crossover  File  -  This  file  includes  three  different  sets  of 
codes  for  each  State  and  County  in  the  United  States.  The  sets  are  Social 
Security  Administration  State  and  County,  FIPS  State  and  County,  and  the 
Alphabetic  State  and  County. 

►  Plan  Information  Control  System  (PIC)  -  This  system  houses  the  Medicare 
managed  care  demographic  address  information  system.  Several  types  of 
reports  are  available  from  this  system. 

Means  of  Verification/Validation:  The  data  are  verified  internally. 
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Performance  Goal  8 

Decrease  the  Number  of  Uninsured  Children  by  Working  With  States  to 
Implement  the  State  Children's  Health  Insurance  Program  and 
Increase  Enrollment  of  Eligible  Children  in  Medicaid 

Description:  In  consultation  with  States,  HCFA  will  work  to  develop  the 
specific  performance  goal(s)  related  to  uninsured  children  and  enrolling  children 
into  Medicaid  and/or  the  State  Children's  Health  Insurance  Program  for  the 
FY  2000  Annual  Performance  Plan. 

Rationale:  An  estimated  10  million  children — one  in  seven — are  not  covered  by 
health  insurance  and  are  either  ih,'.l0ible  or  not  enrolled  in  publicly-financed 
medical  assistance  programs.  The  Balanced  Budget  Act  of  1997,  signed  into  law 
by  the  President  on  August  5,  1997,  included  a  new  program,  the  State  Children's 
Health  Insurance  Program,  to  address  the  problem  of  uninsured  children.  States 
have  the  option  of  either  expanding  their  current  Medicaid  program, 
establishing  a  new  program,  or  implementing  a  combination  of  the  two 
approaches.  In  addition,  current  reports  on  the  uninsured  children  suggest  that  a 
large  number  of  the  10  million  children  who  lack  health  insurance  could  receive 
the  coverage  they  need  simply  by  enrolling  in  Medicaid.  It  is  estimated  that 
nearly  3  million  children  are  potentially  eligible  for  Medicaid,  but  not  enrolled. 

Uninsured  children  are  less  likely  to  access  primary  care  services  and  are  at 
increased  risk  for  receiving  lower  quality  care.  Children  without  health  insurance 
are  more  susceptible  to  disease  and  experience  more  severe  consequences  from 
injury  than  their  insured  peers.  Covering  uninsured  children  either  through 
enrollment  in  Medicaid  or  through  other  State  programs  funded  under  the  new 
grant  program  should  result  in  better  health  care  for  these  children.  Although 
many  States  are  currently  engaging  in  multiple  activities  addressing  these 
concerns,  data  suggests  that  more  needs  to  be  done. 
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States  are  the  primary  implemented  of  the  new  Child  Health  Insurance  Program 
as  well  as  initiatives  to  enroll  more  children  into  Medicaid.  States  have 
developed  many  innovative  methods  to  address  barriers  to  health  care  coverage. 
For  example,  barriers  to  Medicaid  eligibility,  such  as  complicated  eligibility 
application  forms,  lack  of  knowledge  on  the  part  of  parents  about  the  possibility 
of  Medicaid  eligibility  for  their  children,  and  the  sometimes  insufficient  amount 
of  resources  allocated  to  conducting  an  aggressive  outreach  effort  are  being 
addressed  by  the  States.  State  governments  are  uniquely  positioned  to  provide 
implementation  leadership,  including  the  promotion  of  collaborative  efforts 
among  relevant  State  agencies  serving  low-income  populations. 

HCFA  is  working  with  other  HHS  agencies  to  partner  with  the  States  to  improve 
children's  health.  As  part  of  this  effort,  HCFA  will  work  with  States  to 
accomplish  the  goals  of  Medicaid  outreach  and  implementation  of  the  new 
insurance  expansion  program.  HCFA  is  developing  the  implementing  guidelines 
and  operational  instructions  to  assist  States  in  implementing  the  new  Child 
Health  Insurance  Program  as  soon  as  practicable.  In  addition,  HCFA  can  serve 
as  a  clearinghouse  for  information  on  outreach  efforts.  At  present,  we  are 
consulting  with  Medicaid  agencies  across  the  country  to  learn  about  States' 
experiences  in  conducting  outreach  to  bring  people  into  the  Medicaid  program. 
We  are  also  working  with  other  Federal  agencies,  such  as  the  Departments  of 
Education  and  Labor,  to  learn  about  their  experiences  in  outreach  related  to  other 
programs  serving  low-income  populations.  HCFA  intends  to  provide  guidance 
on  other  "how  to"  issues,  such  as  ways  for  school-based  clinics  to  qualify  for 
Medicaid  payments,  how  States  can  claim  the  Federal  share  of  the  Medicaid  cost 
of  outreach,  and  how  child  care  centers  can  be  used  as  vehicles  for  conducting 
outreach. 

This  goal  is  linked  to  the  Children's  Health  Insurance  Program  business  activity. 
It  L  also  related  to  the  Grants  to  States  for  Medicaid  business  activity. 

FY  1999  Target:  For  the  FY  2000  Annual  Performance  Plan,  work  in 
collaboration  with  States  to  develop  a  consensus  for  a  performance  measure 
related  to  uninsured  children  through  enrolling  eligible  children  in  Medicaid  or 
other  forms  of  coverage  funded  by  the  State  Children's  Health  Insurance 
Program. 

Data  Source(s):  HCFA  will  work  with  States  to  identify  possible  data  sources 
for  performance  measurement. 
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Means  of  Verification/Validation:  Self- verifying  by  inclusion  in  FY  2000 
Annual  Performance  Plan. 
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Performance  Goal  y 

Provide  Monthly  Medicare  Summary  Notice(s)  to  Beneficiaries  with 
Information  on  Medicare  Payments 
or  Denials  for  Services  Provided 

Description:  To  reduce  beneficiary  confusion  and  enhance  their  understanding 
of  their  Medicare  benefits,  HCFA  will  complete  its  nationwide  implementation  of 
the  Medicare  Summary  Notice  (MSN).  The  MSN  combines  information  sent  to 
Medicare  beneficiaries  on  benefits  received  under  Medicare  Part  A  or  Part  B  into 
easy-to-read  monthly  statements. 

Rationale:  The  MSN  will  greatly  improve  the  usefulness  of  information  to 
beneficiaries,  while  at  the  same  time  help  beneficiaries  discover  instances  of 
Medicare  waste  and  fraud. 

In  most  cases,  HGFA  contractors  currently  provide  Medicare  beneficiaries  with  a 
notice  that  explains  the  items  and  services  billed  to  Medicare  on  their  behalf. 
Under  Medicare  Part  B,  the  notice  is  commonly  referred  to  as  the  "Explanation  of 
Part  B  Medicare  Benefits"  (EOMB);  under  Medicare  Part  A,  the  notice  is  called 
the  "Medicare  Benefits  Notice"  also  referred  to  as  the  "Notice  of  Utilization" 
(NOU)  or  EOMB,  depending  on  the  service  provided.  Several  of  these  notices 
may  be  sent  to  a  beneficiary  over  the  course  of  a  month  as  services  are  billed  by 
providers  and  paid  for  by  Medicare.  Beneficiaries  are  sometimes  confused  by  the 
number  of  different  notices  they  receive  in  a  given  period  of  time,  particularly 
when  the  same  service  is  described  on  multiple  EOMBs  due  to  an  update  in  the 
processing  of  a  claim. 

The  MSN  reduces  beneficiary  confusion  and  paperwork  by  providing  a  monthly 
summary  of  services  delivered  under  Part  A,  and  separate  summaries  for 
services  under  Part  B,  and  Durable  Medical  Equipment — not  unlike  monthly 
statements  for  credit  cards.  We  have  found  during  pilot  tests  that  this  summary 
information  is  more  useful  to  beneficiaries  in  tracking  payment  information  in  a 
more  compact  and  user-friendly  way. 

Additionally,  the  formats  of  the  current  beneficiary  notices,  i.e.,  EOMB,  NOU, 
etc.,  are  confusing  and  difficult  for  many  beneficiaries  to  understand.  Each 
notice  displays  claim  information  differently,  which  results  in  additional 
beneficiary  confusion.  The  MSN  reduces  this  cunfusion  by  providing  claim 
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information  in  a  consistent  format  that  is  clearer,  more  concise,  and  easier  to 
understand  than  current  notices.  Pilot  test  results  show  that  beneficiaries  can 
better  understand  on  the  MSN  what  Medicare  paid  or  denied,  and  what  cost 
sharing  they  may  owe  to  the  provider  of  service. 

The  MSN  also  contains  important  information  regarding  Medicare  fraud  and 
abuse  detection,  including  new  "Help  Stop  Fraud"  messages  on  every  notice  to 
help  beneficiaries  review  the  notice  for  suspected  fraud.  It  is  our  intention  that 
the  use  of  the  MSNs  will  encourage  beneficiaries  to  take  note  of  and  report 
services  for  which  Medicare  was  billed  but,  the  service  was  not  rendered  as 
listed.  Reports  of  this  nature  will  help  HCFA  detect  and  pursue  waste  and  fraud 
in  the  Medicare  program. 

This  performance  goal  is  linked  to  the  paying  claims  business  activity  and  is 
related  to  the  fraud  and  abuse  activity. 

FY  1999  Target:  In  FY  1999,  HCFA  plans  to  complete  the  implementation  of 
the  MSN  nationally. 

Data  Source(s):  Medicare  Part  A,  Part  B,  and  durable  medical  equipment 
regional  carrier  (DMERC)  contractor  systems. 

Means  of  Verification/Validation:  HCFA  oversees  the  performance  of 
contractors  through  routinely  scheduled  site  visits  and  performance  reviews. 
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Performance  Goal  10 

Improve  HCFA's  Rating  on  Financial  Statements 
Achieve  a  "Qualified"  Opinion  on  HCFA's  FY  1999  CFO  Report 

Description:  This  performance  goal  commits  HCFA  to  corrective  actions  in  the 
areas  of  financial  management  cited  in  the  Office  of  Inspector  General  (OIG) 
audit  of  HCFA's  FY  1996  financial  statement.  These  corrective  actions  will  be 
sufficient  to  allow  HCFA  to  achieve  a  "qualified"  opinion  on  the  Agency's 
FY  1999  financial  statement  and  a  "clean"  opinion  once  an  integrated  financial 
management  system  has  been  implemented. 

The  financial  statement  HCFA  prepares  annually  is  required  by  the  Chief 
Financial  Officer  (CFO)  Act,  Federal  Financial  Management  Improvement  Act 
(FFMIA)  of  1996,  and  the  Government  Management  and  Reform  Act  (GMRA). 
The  HCFA  financial  statement  is  a  part  of  the  Department  of  Health  and  Human 
Services  (HHS)  consolidated  financial  statement,  which  is  part  of  the 
government-wide  financial  statement  required  by  GMRA.  HCFA  is  designated 
as  a  separate  reporting  entity  because  it  represents  more  than  80  percent  of  HHS 
outlays.  The  CFO  Act  and  related  legislation  focuses  attention  on  financial 
management  improvements  in  the  Federal  Government  and  creates  a  framework 
for  financial  organizations  to  focus  on  the  integration  of  accounting,  budget,  and 
other  financial  activities  under  one  umbrella.  This  integration  will  reduce  waste 
and  provide  complete,  reliable,  timely,  and  consistent  information  to  Congress  on 
the  financial  status  of  the  Federal  Government. 

In  the  audit  for  FY  1996,  HCFA's  financial  statement  was  disclaimed  because 
four  major  items,  totaling  $60.7  billion  could  not  be  audited.  The  items  that 
prevented  a  "clean"  opinion  were:  Medicare  Payables  valued  at  $36. 1  billion, 
Supplemental  Medical  Insurance  (SMI)  Premiums  valued  at  $18.9  billion, 
Medicare  Receivables  valued  at  $2.7  billion,  and  Cost  Report  Settlements  valued 
at  $3  billion. 

Short  term  corrective  actions  are  focused  on  the  Medicare  Payables  and  SMI 
premiums,  the  two  largest  items  in  dollar  terms.  We  have  under  way  significant 
corrective  actions  in  these  two  areas.  To  address  the  first  area,  we  are  developing 
a  method  for  computing  Medicare  Payables  that  is  subject  to  validation.  In  the 
second  area,  we  are  investigating  ways  of  auditing  the  Social  Security 
Administration's  withholding  of  SMI  premiums  from  benefit  checks.  Once  these 
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two  corrective  actions  have  been  implemented,  HCFA  expects  to  achieve  a 
"qualified"  opinion  on  its  FY  1999  audit  or,  depending  on  the  timing  of  audit 
activities,  in  earlier  audits.  Our  longer  term  corrective  actions  involve  the 
implementation  of  an  integrated  accounting  system  to  correct  reporting  problems 
with  Medicare  Receivables,  and  discussions  with  the  auditors  about  how  to  make 
the  Cost  Report  Settlement  process  more  accessible  to  audit. 

Rationale:  Prudent  financial  management  is  increasingly  critical  in  this  era  of 
severely  limited  Federal  resources.  As  an  Agency  with  one  of  the  largest  and 
fastest  growing  budgets  in  the  Federal  Government,  HCFA  has  a  special 
obligation  to  ensure  that  we  spend  each  dollar,  whether  for  benefits  or 
administration,  as  wisely  as  possible.  HCFA  takes  its  financial  management 
responsibilities  seriously,  and  is  committed  to  improving  our  financial  systems, 
accounting  procedures,  and  reporting  processes.  The  fiduciary  accountability 
within  the  Federal  Government  has  commanded  significant  Congressional 
interest  as  a  result  of  constituent  concerns  and  revelations  about  fraud  and  abuse. 

The  purpose  of  the  audit  is  to  ensure  that  the  numbers  included  in  the  financial 
statement  are  correct  by  reviewing  the  full  spectrum  of  financial  operations, 
internal  controls,  and  compliance  with  laws  and  regulations  at  HCFA  and  at 
HCFA's  agents.  A  "clean"  opinion  indicates  that  our  financial  statement 
accurately  reflects  the  operations  of  the  Agency.  The  FY  1 996  opinion  was  a 
"disclaimer,"  which  means  the  auditors  could  not  audit  cer-in  areas  due  to 
problems  with  internal  controls,  a  lack  of  an  integrated  accounting  and  reporting 
process,  or  other  problems  (including  a  shortage  of  time  or  auditing  funds).  A 
"qualified"  opinion  would  mean  that  the  auditors  think  the  numbers  are  close,  but 
some  weaknesses  still  give  them  doubts.  (More  details  on  these  types  of  opinions 
are  provided  under  "Data  Sources"  below.) 

This  performance  goal  links  to  the  administrative  costs  business  activity  and  is 
related  to  the  fraud  and  abuse  business  activity. 

FY  1999  Target:  Reduce  the  number  of  items  preventing  a  "clean"  opinion 
from  four  to  two  and  the  amount  of  dollars  in  question  to  less  than  $6  billion  so 
that  HCFA's  FY  1999  financial  statement  will  receive  a  "qualified"  opinion. 

A  "qualified"  opinion  on  the  CFO  audit  is  dependent  upon  implementation  of 
certain  corrective  actions  related  to  audit  findings  and  conclusions.  However, 
until  an  integrated  accounting  system  is  designed  and  implemented,  it  is  unlikely 
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that  a  "clean"  opinion  will  be  achieved.  HCFA  is  planning  the  design  and 
implementation  of  an  integrated  financial  reporting  system.  Such  a  system  is 
needed  to  properly  account  for  Medicare  accounts  receivable  and  other  financial 
management  and  reporting  issues  that  are  essential  to  obtaining  a  "clean" 
opinion.  If  this  funding  is  made  available,  HCFA  expects  to  achieve  a  "clean" 
opinion  beginning  in  FY  2000. 

Data  Source(s):  The  audit  report  of  HCFA's  financial  statement  by  OIG.  The 
CFO  audit  opinion  is  based  on  the  assessment  of  the  financial  statement; 
however,  information  derived  from  other  portions  of  the  audit  influence,  and 
must  be  disclosed  on  the  financial  statement.  The  audit  addresses  discrete 
components  each  year,  and,  as  the  audit  is  completed,  OIG  assesses  each 
component.  The  summary  value  of  negative  components  determines  the  type  of 
opinion  provided.  The  four  types  of  opinions  are: 

1 .  Unqualified:  "The  financial  statements  present  fairly  the  financial 
position  of  the  Agency  . . . ."  This  is  also  called  a  "clean"  opinion. 

2.  Qualified:  "The  financial  statements  present  fairly  the  financial  position 
except  for  the  following  This  means  the  auditors  think  the  numbers 
are  close  to  accurate,  but  some  weaknesses  give  them  doubts.  However, 
the  weaknesses  do  not  exceed  the  materiality  threshold  ($6  billion  in  the 
case  of  HCFA's  financial  statement). 

3.  Disclaimer:  "We  are  unable  to  express  an  opinion."  This  opinion  is  used 
when  the  auditors  are  unable  to  audit  the  subject  area  due  to  problems  with 
internal  controls,  a  lack  of  an  integrated  accounting  and  reporting  process, 
or  another  problem  (including  a  shortage  of  time  or  auditing  funds).  This 
opinion  can  reflect  on  the  audit  itself  and/or  the  subject  being  audited. 

4.  Adverse:  "The  financial  statemehis  do  not  present  fairly."  This  opinion  is 
generally  not  used  because  it  means  the  auditor  knows  the  number  on  the 
financial  statement  is  wrong  and  has  determined  a  replacement  number, 
which  the  Agency  can  substitute  to  make  its  financial  statement  more 
accurate. 

Means  of  Verification/Validation:  HCFA  works  closely  with  OIG  during  the 
audit  and  has  the  opportunity  to  review,  dispute,  and/or  clarify  the  "Findings  and 
Conclusions"  presented  by  OIG.  The  Government  Accounting  Office  has 
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Conclusions"  presented  by  OIG.  The  Government  Accounting  Office  has 
responsibility  for  determining  the  opinion  on  the  consolidated  government-wide 
financial  statement,  which  includes  oversight  for  the  audit  of  HHS,  of  which 
HCFA  is  80  percent. 
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Performance  Goal  1 1 

Achieve  More  than  Half  of  Program  Integrity  Savings  by  Reducing 
Mistaken  or  Inaccurate  Payments  on  a  Prepayment  Basis 

Description:  Medicare  contractor  Fraud  Units  and  Medical  Review  Units  are 
increasingly  working  together  and  using  more  sophisticated  techniques  to  detect 
fraudulent  and  abusive  activity  before  payment  is  made.  Through  the  use  of  the 
latest  technology,  such  as  electronic  fraud  detection  software,  Medicare  bills  and 
billing  data  are  coming  under  much  greater  scrutiny.  Systems  planned  for  future 
use  will  include  prepayment  detection  features  that  automatically  identify  certain 
conditions  that  will  trigger  prepayment  review  and  will  incorporate  national  edits, 
as  well  as  contractor-generated  specific  edits.  In  other  payment  safeguard  areas, 
such  as  Medicare  Secondary  Payer  (MSP),  initiatives  such  as  the  exchange  of 
health  insurance  data  with  employers  and  insurers  will  enable  us  to  more  easily 
identify  insurers  that  should  be  paying  before  Medicare  pays.  All  of  these 
initiatives  are  expected  to  continue  to  reduce  erroneous  payments. 

Rationale:  As  part  of  HCFA's  goal  of  promoting  the  fiscal  integrity  of  HCFA 
programs  and  being  an  accountable  steward  of  program  funds,  HCFA  needs  to 
prevent  improper  or  fraudulent  claims  from  being  paid.  Prepayment  activities 
take  a  proactive  approach  to  ensuring  that  Medicare  does  not  pay  inappropriately. 
By  ensuring  the  initial  accuracy  of  both  claims  and  payments,  HCFA  avoids 
having  to  "pay  and  chase,"  and  can  decrease  opportunities  for  fraud  and  abuse. 
The  objective  is  to  shift  from  tracking  down  erroneous  payments  already  made 
(i.e.,  post-pay)  to  eliminating  mistaken  payments  before  they  are  made  (i.e.,  pre- 
pay). The  effort  is  directed  at  decreasing  the  number  of  Medicare  payments 
attributed  to  fraudulent  or  abusive  billing  or  other  situations  where  Medicare 
should  not  have  paid,  including  situations  in  which  another  insurer  is  primary. 

The  Medicare  Integrity  Program  (MIP)  was  enacted  to  strengthen  the  Secretary's 
ability  to  deter  fraud  and  abuse  in  the  Medicare  program  in  a  number  of  ways.  A 
key  part  of  MIP  was  the  creation  of  a  separate  and  stable  long-term  funding 
mechanism  for  program  integrity  activities.  Historically,  Medicare  contractor 
budgets,  including  funding  for  payment  safeguard  activities,  have  been  subject  to 
fluctuations  of  funding  levels  from  year  to  year.  Such  variations  in  funding  were 
often  unrelated  to  the  underlying  requirements  for  program  integrity  activities. 
Medicare  contractors  also  found  it  difficult  to  attract,  train,  and  retain  qualified 
professional  staff,  including  auditors  and  fraud  investigators  due  to  fluctuations 
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in  funding.  A  dependable  funding  source  will  allow  HCFA  the  flexibility  to 
invest  in  new  and  innovative  strategies  to  combat  fraud  and  abuse  and  to  increase 
the  emphasis  on  prepayment  strategies  designed  to  ensure  that  more  claims  are 
paid  correctly  the  first  time. 

HCFA's  strategy  to  increase  prepayment  savings  includes: 

►  Increased  funding  for  claims  review.  Increased  MIP  funding  will  allow 
HCFA  to  increase  its  prepayment  medical  review  of  Part  A  and  Part  B 

claims. 

Note:  In  order  to  implement  the  Prospective  Payment  System  for  skilled 
nursing  homes  and  home  health  agencies,  HCFA  expects  to  significantly 
increase  funding  for  postpayment  cost  report  audits  above  the  baseline 
level  established  in  FY  1996,  limiting  the  increase  in  MIP  resources 
available  for  prepayment  reviews. 

►  Exchange  of  health  insurance  data  with  employers  and  insurers.  We  are 
negotiating  voluntary  data  exchange  agreements  with  several  employers 
and  insurers  which  expressed  an  interest  in  providing  HCFA  MSP 
information  on  Medicare  beneficiaries  where  their  group  health  plans  are 
primary  to  Medicare.  This  information  will  enable  HCFA  to  update  its 
records  to  show  those  insurers  which  are  primary  to  Medicare  to  preclude 
erroneous  primary  payment  and  the  attendant  overpayment  recovery. 

This  measure  is  aligned  with  the  fraud  and  abuse  business  activity.  It  is  related  to 
the  paying  claims  activity. 

FY  1999  Target:  To  raise  the  level  of  prepayment  payment  safeguard  recoveries 
to  52  percent  (FY  1996  baseline  is  49  percent). 

Data  Source(s):  Data  used  to  create  a  baseline  includes  medical  review 
recovery  data  in  the  Report  of  Benefit  Savings  and  the  Medical  Review  System. 
MSP  savings  data  is  reported  through  the  Contractor  Administrative  and 
Financial  Management  System.  The  baseline  for  audit  savings  comes  from  data 
contained  in  the  Contractor  Auditing  and  Settlement  Report. 
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Data  elements  to  be  collected  include  prepayment  and  postpayment  savings 
attributed  to  medical  review/fraud  and  abuse  recoveries,  MSP  recoveries,  and 
provider  audit  recoveries. 

Means  of  Verification/Validation:  The  general  accuracy  and  reliability  of  the 
information/data  are  verified  via  a  combination  of  audits  and  contractor 
performance  evaluations. 
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Performance  Goal  12 

Reduce  Home  Health  Fraud  and  Abuse  by  Implementing  the  Relevant 
Provisions  of  the  Balanced  Budget  Act  of  1997 

Description:  HCFA  will  develop  and  implement  tools  to  fight  fraud  and  abuse 
in  the  Medicare  home  health  program  that  will:  (1)  strengthen  the  Agency's 
ability  to  identify  problem  home  health  agencies,  prevent  them  from  entering  into 
the  program,  and  reduce  losses  to  the  Medicare  program  due  to  problem  home 
health  agencies;  and  (2)  prevent  inappropriate  payments  to  providers  by 
restructuring  coverage  and  payment  for  home  health  services.  HCFA's  goal  will 
be  to  implement  the  major  provisions  of  the  Balanced  Budget  Act  of  1997. 

Rationale:  Health  care  fraud  plagues  both  public  and  private  sector  payers. 
Most  health  care  fraud  against  public  and  private  payers  is  due  to  provider  (rather 
than  consumer)  fraud,  and  most  suspected  provider  fraud  cases  are  for  billing  for 
services  not  rendered,  or  where  the  medical  documentation  that  services  were 
delivered  is  missing  or  incomplete.  More  and  more  insurers  have  anti-fraud 
programs,  and  a  recent  report  by  the  Health  Insurance  Association  of  America 
explains  that  the  established  anti-fraud  programs  have  matured  and  become 
particularly  effective.  Despite  private  and  public  sector  successes,  however, 
fraud  continues  to  be  a  serious  and  pervasive  contributor  to  the  high  cost  of 
health  care. 

In  Medicare,  fraud  and  abuse  in  home  health  care  is  of  particular  concern.  Home 
health  care,  available  to  any  home-bound  beneficiary  who  requires  skilled  care,  is 
the  fastest  growing  expense  in  the  Medicare  program.  This  rapid  expansion 
began  in  1989  when,  as  a  result  of  a  lawsuit,  changes  in  the  Medicare  regulations 
expanded  demand  and  limited  the  Agency's  ability  to  deny  payment  for  care. 
Home  health  expenditures  have  risen  from  just  2.9  percent  of  all  payments  in 
1 990  to  nearly  9  percent  now.  In  that  same  time  period,  the  average  number  of 
visits  per  beneficiary  doubled  from  33  to  76  per  year,  and  total  home  health 
spending  increased  from  $3.1  billion  in  1990  to  $16.7  billion  in  1996. 

While  much  of  this  growth  is  warranted,  given  the  increasing  number  of  elderly 
Americans  seeking  an  alternative  to  costly  nursing  homes,  investigations  by  the 
Department  of  Health  and  Human  Services  ^nHS)  Inspector  General  (IG)  have 
also  found  significant  fraud  and  abuse  in  this  program.  In  a  recently  issued  report 
by  the  Inspector  General  on  home  health  agencies  revealed  that,  in  four  of  the 


V-70 


687 


five  States  reviewed  by  the  IG  as  part  of  Operation  Restore  Trust,  40  percent  of 
Medicare  home  health  services  delivered  under  the  program  should  not  have  been 
paid  for  by  Medicare.  These  improper  payments  resulted  in  losses  of 
approximately  $2.6  billion  over  15  months. 

For  the  past  2  years,  HCFA  has  been  attacking  fraud  and  abuse  in  home  health 
care  with  every  available  tool.  In  particular,  Operation  Restore  Trust  has  been  a 
ground-breaking  project  aimed  at  coordinating  Federal,  State,  local,  and  private 
resources  and  targeting  them  on  those  areas  most  plagued  by  abuse.  Successful 
initiatives  developed  during  Operation  Restore  Trust  helped  to  secure  additional 
resources  for  fraud  and  abuse  activities  in  last  year's  Health  Insurance  Portability 
and  Accountability  Act  (HIPAA).  HIPAA  increases  funding  for  claims  reviews 
by  fiscal  intermediaries. 

Proposed  changes  to  Medicare's  Conditions  of  Participation  will  tighten 
requirements  for  home  health  agencies  that  wish  to  participate  in  the  program. 
On  March  5,  1997,  the  Department  announced  two  new  proposed  rules  resulting 
from  a  comprehensive  3-year  evaluation  of  Medicare's  home  health  benefit.  One 
of  the  rules  will  require  home  health  agencies  to  conduct  criminal  background 
investigations  of  home  health  aides  as  a  condition  of  employment.  A  separate 
rule  would  require  home  health  agencies  to  use  a  standardized  measurement 
system  called  OASIS — the  Outcomes  Assessment  and  Information  Set — to 
monitor  patients'  conditions  and  outcomes  of  patient  care.  HCFA  is  now 
considering  comments  and  soon  will  publish  final  rules. 

The  Balanced  Budget  Act  of  1997  gives  HCFA  the  authority  to  implement  a 
number  of  provisions  that  will  help  stem  home  health  fraud  and  abuse.  Several 
provisions  of  the  act  will  strengthen  our  ability  to  identify  problem  home  health 
agencies,  prevent  them  from  entering  the  program,  and  reduce  losses  to  the 
Medicare  program  from  this  source.  Specifically,  He  FA  will  implement 
provisions  to: 

►  Bar  felons  from  participating  in  Medicare; 

►  Establish  a  national  provider  enrollment  form  and  a  process  to  collect  data 
to  evaluate  the  financial  stability  of  new  home  health  agencies  enrolled  in 
the  Medicare  program; 
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►  Require  health  care  providers  applying  to  participate  in  Medicare  and 
Medicaid  to  provide  their  Social  Security  numbers  (and  employer 
identification  numbers)  so  that  the  Agency  can  screen  out  those  who  have 
committed  fraud  and  felonies  in  the  past  (prior  to  this  provision  becoming 
effective,  the  Secretary  must  report  to  Congress  on  the  steps  taken  to 
assure  the  confidentiality  of  Social  Security  numbers);  and, 

►  Establish  surety  bond  requirements. 

Other  provisions  of  the  Act  will  help  us  to  limit  inappropriate  payments  to  home 
health  providers  by  restructuring  coverage  and  payment  for  home  health  services. 
HCFA  will: 

*       Implement  an  interim  payment  system  to  more  effectively  control  the 
rapidly  growing  number  of  home  health  visits  per  patient.  Instead  of 
open-ended  billing,  HCFA  will  set,  in  advance,  limits  on  both  the  cost  and 
relative  intensity  of  services. 

►  Implement  a  provision  to  separate  Medicare  funding  for  home  health  care 
into  two  streams — payment  for  care  that  follows  hospital  stays  (Part  A) 
and  payment  for  care  related  to  chronic  health  problems  (Part  B). 

►  Define  limits  on  hours  and  days  that  home  health  care  can  be  provided  for 
purposes  of  eligibility  and  payment  (i.e.,  clarify  the  definition  of  part-time 
or  intermittent  care). 

►  Define  skilled  services  to  eliminate  coverage  of  home  care  when  patients 
simply  need  blood  drawn. 

►  Establish  normative  service  intensity  standards  for  some  courses  of  home 
health  care  to  assure  claims  integrity  (i.e.,  deny  payment  to  agencies  that 
bill  for  many  more  services  than  do  other  agencies  in  similar  situations). 

►  Eliminate  periodic  interim  payments. 

►  Bill  by  location  of  service  rather  than  location  of  the  agency's 
headquarters  to  stop  agencies  from  getting  higher  urban  reimbursement 
when,  in  fact,  the  service  occurred  at  a  lower  cost,  rural  setting. 
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Implementation  of  these  provisions  will  improve  our  ability  to  identify  and 
exclude  potential  problem  providers  from  the  Medicare  program  and  pay 
appropriately  for  home  health  services. 

This  goal  is  linked  to  the  fraud  and  abuse  business  activity. 

FY  1999  Target:  Implement  those  provisions  of  the  Balanced  Budget  Act  of 
1997  related  to  preventing  or  reducing  home  health  fraud  and  abuse  which 
require  implementation  by  FY  1999.  The  implementation  of  the  home  health 
prospective  payment  system  (PPS)  is  discussed  here,  but  is  not  included  in  this 
target.  It  is  discussed  under  Performance  Goal  22,  where  it  is  noted  that  the 
home  health  PPS  is  targeted  for  implementation  in  FY  2000. 

Implementing  the  provisions  of  the  Balanced  Budget  Act  of  1997  will  constitute 
a  significant  step  toward  reducing  home  health  fraud  and  abuse.  In  the  future,  we 
will  develop  and  test  outcome  measures  to  evaluate  the  effectiveness  of  these 
provisions. 

Data  Source(s):  Timely  issuance  of  regulations,  instructions,  and  procedures 
issued  by  HCFA  will  determine  whether  or  not  HCFA  has  been  successful  in 
meeting  this  performance  goal. 

Verif  :ation/V alidation:  Self  verifying. 
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Performance  Goal  13 

Reduce  the  Percentage  of  Medicare  Home  Health  Services  Provided  for 
Which  Improper  Payment  is  Made 

Description:  Recently,  the  Office  of  the  Inspector  General  (OIG)  of  the 
Department  of  Health  and  Human  Services  (HHS)  reported  that  nearly  40  percent 
of  home  health  services  provided  in  California,  Illinois,  New  York,  and  Texas 
(four  of  the  five  Operation  Restore  Trust  States)  did  not  meet  the  Medicare 
requirements  for  payment.  The  OIG  report  examined  paid  home  health  claims  to 
determine  whether  the  services  were  delivered  and  whether  these  services  met 
Medicare's  criteria  for  payment.  They  reviewed  a  random  sample  of  claims 
during  the  15-month  period  enr1^  March  31,  1996.  The  claims  were  found  to 
have  been  paid  improperly  when  the  OIG  staff  did  on-site  reviews,  which 
included  visiting  patients  and  referring  physicians  because:  claims  were  for 
services  which  were  not  reasonable  and  necessary;  services  were  provided  to 
beneficiaries  who  were  not  homebound;  claims  did  not  have  valid  physician 
orders;  and,  claims  lacked  appropriate  supporting  documentation. 

A  key  element  of  HCFA's  effort  to  prevent  fraud  and  abuse  will  be  to  reduce 
improper  payments  to  Medicare  home  health  agencies.  HCFA  has  asked  the  OIG 
to  repeat  its  evaluation  of  home  health  claims  submitted  in  FY  1998  in  the  same 
four  States  to  determine  if  HCFA's  activities  have  successfully  reduced  the  rate 
of  improper  payment  from  40  percent  of  services  to  35  percent  by  FY  1999. 

Rationale:  In  Medicare,  fraud  and  abuse  in  the  home  health  program  is  a 
particular  concern.  Home  health  care  is  available  to  any  homebound  Medicare 
beneficiary  who  requires  skilled  care.  Home  health  care  is  the  fastest  growing 
expense  in  the  Medicare  program.  This  rapid  expansion  began  in  1989  when,  as 
a  result  of  a  lawsuit,  changes  in  the  Medicare  regulations  expanded  eligibility  and 
eliminated  the  cap  on  the  number  of  visits  a  beneficiary  could  receive.  Home 
health  expenditures  have  risen  from  just  2.9  percent  of  all  payments  in  1990  to 
nearly  9  percent  now.  In  that  same  time  period,  the  average  number  of  visits  per 
beneficiary  doubled  from  33  to  76  per  year,  and  total  home  health  spending 
increased  from  $3.1  billion  in  1990  to  $16.7  billion  in  1996. 

While  much  of  this  growth  is  warranted,  given  the  increasing  number  of  elderly 
Americans  seeking  an  alternative  to  costly  nursing  homes,  investigations  by 
HHS,  the  Inspector  General,  described  above,  have  also  found  significant  fraud 
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and  abuse  in  this  program.  Further,  the  anecdotal  evidence  of  fraud  and  abuse 
committed  by  home  health  agencies  is  extensive: 

•  Medicare  contractors  have  detected  an  increasing  number  of  problem 
agencies  from  hotline  and  other  referral  sources,  pre-  and  post-pay 
medical  review,  and  cost  report  audit  activities; 

•  OIG  has  issued  several  audit  reports  concerning  individual  home  health 
agencies  it  has  audited  under  Operation  Restore  Trust  (ORT); 

•  On-site  reviews  done  by  HCFA,  Medicare  contractors,  and  State  survey 
agencies  during  ORT  found  a  large  number  of  non-covered  services, 
non-compliance  wi^  requirements,  and  in  some  cases  instances  of 
apparently  falsified  records; 

•  A  large  number  of  home  health  agencies  have  been  referred  by  Medicare 
contractors  to  law  enforcement  agencies  for  consideration  of  criminal  or 
civil  fraud  prosecution;  and, 

•  Some  of  the  agencies  referred  to  law  enforcement  have  been  successfully 
prosecuted,  others  are  now  in  the  "pipeline." 

Achieving  the  Performance  Goal:  Agency  Activities  to  Reduce  Home  Health 
Fraud  and  Abuse. 

Some  of  the  interventions  discussed  below  are  now  under  way,  and  some  are 
planned: 

(1)  On  September  15,  1997  the  President  and  the  Secretary  of  HHS  announced 
an  unprecedented  moiatorium  on  the  entry  of  new  home  health  agencies  into  the 
Medicare  program.  While  the  Home  Health  Moratorium  was  in  effect,  HCFA 
made  important  changes  in  requirements  for  home  health  agencies.  For  example, 
HCFA  has  published  regulations  to  implement  the  statutory  requirement  that 
home  health  agencies  post  at  least  a  $50,000  surety  bond  before  they  are 
certified.  In  addition,  new  regulations  establish  minimum  capital  requirements  to 
make  certain  that  new  home  health  agencies  have  enough  funds  to  operate  for  at 
least  3  months  before  they  start  caring  for  Medicare  patients.  At  present,  HCFA 
is  developing  regulations  to  require  home  health  agencies  to  re-enroll  in 
Medicare  every  3  years.  If  an  agency  does  not  meet  the  strict  new  enrollment 
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requirements,  it  will  not  be  renewed  as  a  Medicare  provider.  These  requirements 
will  establish  the  financial  stability  of  home  health  providers.  The  moratorium 
was  lifted  on  January  13,  1998,  following  the  publication  of  the  interim  final 
regulations  described  above. 

(2)  The  Medicare  Integrity  Program  (MIP),  enacted  in  the  Health  Insurance 
Portability  and  Accountability  Act  (HIPAA)  of  1996,  provides  a  stable  source  of 
funding  for  HCFA's  program  integrity  activities,  and  gives  us  authority  to 
contract  for  these  activities  with  any  qualified  entity,  not  just  those  insurance 
companies  who  are  currently  our  fiscal  intermediaries  or  carriers.  In  FY  1998, 
HCFA  dedicated  additional  resources  provided  through  MIP,  to  double  the 
number  of  home  health  cost  report  audits,  and  increase  the  number  of  claims 
reviewed  for  medical  necessity  by  25  percent. 

(3)  The  reforms  enacted  in  HIPAA  and  the  Balanced  Budget  Act  (BBA)  of  1997 
provide  new  tools  to  assist  in  the  fight  against  home  health  fraud  and  abuse.  The 
new  home  health  anti-fraud  and  abuse  provisions  include: 

•  The  ability  to  establish  a  home  health  prospective  payment  system  that 
will  pay  providers  a  flat  rate,  in  advance,  for  a  patient's  care,  eliminating 
incentives  for  providing  unnecessary  care.  Prior  to  the  prospective 
payment  system,  an  interim  payment  system  will  be  put  into  effect  and  the 
"periodic  interim  payments"  that  are  made  to  home  health  agencies  will 
end; 

•  A  clear  definition  limiting  the  hours  and  days  that  home  care  will  be 
provided; 

•  A  clear  definition  of  skilled  services  so  agencies  can  no  longer  provide  the 
full  range  of  home  health  services  for  patients  who  need  only  to  have 
blood  drawn; 

•  Billing  based  on  the  location  of  service  delivered  rather  than  the  location 
of  the  agency,  so  providers  will  no  longer  get  high  urban  reimbursement 
rates  for  care  delivered  in  low-cost  areas;  and, 

•  Authority  to  establish  normative  service  intensity  standards  for  some 
courses  of  home  health  care  to  assure  claims  integrity  (i.e.,  deny  payment 
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to  home  health  agencies  that  bill  for  many  more  services  than  do  other 
agencies  in  similar  situations). 

(4)  Operation  Restore  Trust  was  launched  in  FY  1995  and  1996  as  a 
cooperative  effort  involving  the  OIG,  HCFA  and  its  Medicare  contractors,  State 
Medicaid  Agencies,  Peer  Review  Organizations,  the  Federal  Bureau  of 
Investigation,  and  the  Department  of  Justice.  ORT  encompassed  a  wide  range  of 
projects  designed  to  detect  home  health,  skilled  nursing  facilities,  and  durable 
medical  equipment  fraud  and  abuse.  In  1997,  we  continued  ORT's  coordinated 
approach  to  program  integrity.  Nineteen  State  survey  agencies  participated  in  the 
review  of  approximately  300  providers,  over  half  of  which  were  home  health 
agencies.  We  are  currently  reviewing  proposals  for  FY  1 998  Pi  oject  ORT  State 
initiatives.  The  partnership  demonstrated  through  ORT  is  becoming  the  way  we 
do  business. 

(5)  In  order  to  reduce  improper  payments  to  home  health  agencies,  we  will  need 
to  work  closely  with  the  home  health  industry.  Continuing  interaction  and 
education  is  needed  to  ensure  that  home  health  agencies  and  the  physicians  who 
certify  home  health  services  for  their  patients  are  aware  of  the  problem  and 
support  us  in  preventing  fraud  and  abuse. 

This  performance  goal  is  linked  to  the  fraud  and  abuse  business  activity,  and 
related  to  the  paying  claims  activity. 

FY  1999  Targets:  Reduce  the  percent  of  home  health  services  provided  for 
which  improper  payment  is  made  from  40  to  35  percent  in  California,  Illinois, 
New  York,  and  Texas  by  FY  1999. 

Data  Sources:  Independent  audit  of  a  statistical  sample  of  paid  claims  to  be 
conducted  by  OIG,  Office  of  Audit  Serv  ices. 

Verification/Validation:  This  is  an  independent  audit  conducted  by  an  entity 
external  to  HCFA. 
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Performance  Goal  14 

Reduce  the  Percentage  of  Improper  Payments  Made  Under 
the  Medicare  Fee-for-Service  Program 

Description:  Based  on  a  review  of  a  sample  of  fee-for-service  claims,  the 
Department  of  Health  and  Human  Services,  Office  of  the  Inspector  General 
(OIG)  recently  estimated  that  there  were  net  overpayments  of  $23.2  billion,  or 
14  percent  of  the  $168.6  billion  in  fee-for-service  payments  reported  by  HCFA  in 
FY  1996.  The  purpose  of  this  goal  is  to  reduce  the  rate  of  improper  payments 
made  under  the  fee-for-service  program. 

Rationale:  In  addition  to  assuring  high  quality  health  care  for  our  beneficiaries, 
one  of  HCFA's  key  goals  is  to  make  sure  that  we  pay  only  for  services  which  are 
covered  by  the  Medicare  program  and  reasonable  and  necessary  for  the 
individual  patient.  However,  the  complexity  of  Medicare  payment  systems  and 
policies  and  the  numbers  of  contractors,  providers,  and  insurers  involved  in 
Medicare  fee-for-service  claims  make  the  program  vulnerable  to  incorrect  billing 
practices  and  other  errors. 

The  estimated  $23  billion  in  improper  Medicare  payments  or  the  14  percent 
claims  payment  error  rate,  was  reported  by  the  OIG  based  on  its  Chief  Financial 
Officer's  (CFO)  Act  audit  of  HCFA's  Fiscal  Year  1996  financial  statements.  It 
should  be  noted  that  the  CFO  audit  included  some  positive  findings  for  Medicare. 
It  showed  that  Medicare  contractors'  claims  processing  systems  work  well.  The 
actions  taken,  based  on  the  information  submitted  on  the  claim,  were  accurate 
99  percent  of  the  time.  However,  when  the  auditors  did  a  "look  behind"  review 
of  the  medical  documentation,  which  was  not  originally  submitted  with  the 
claim,  overpayments  were  identified.  One  key  finding  of  the  audit  was  that  a 
significant  portion  of  the  erroneous  payments  reported  can  be  attributed  to  a  lack 
of  or  inadequate  documentation  on  the  part  of  providers  who  claimed  payment. 

HCFA  is  taking  actions  to  reduce  the  rate  of  erroneous  payments.  To  do  this,  we 
will  have  to  review  more  underlying  documentation  for  more  Medicare  claims 
before  payment  is  made.  HCFA  has  designed  a  Corrective  Action  Plan  to  reduce 
the  Medicare  fee-for-service  claims  payment  error  rate.  Following  are  some  of 
the  elements  included  in  that  Corrective  Action  Plan: 
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►  Increase  the  Level  of  Claims  Review.  We  required  our  contractors  to 
increase  their  overall  level  of  claims  review  including  the  review  of 
supporting  documentation.  We  have  also  required  that  they  do  a 
prepayment  review,  including  a  documentation  review,  of  physician  office 
visit  or  "evaluation  and  management"  claims.  We  have  allocated 
approximately  $14  million  dollars  to  increase  the  level  of  claims  review 
and  allocated  an  additional  $10  million  dollars  for  more  home  health 
medical  review  and  audit.  Additionally,  the  Peer  Review  Organizations 
are  piloting  projects  to  review  the  medical  necessity  of  inpatient  hospital 
claims. 

►  Increasing  the  Number  of  Contractor  Medical  Directors.  Since 
Contractor  Medical  Directors  are  a  critical  component  of  all  medical 
review,  we  increased  the  number  of  Medical  Director  full  time  equivalent 
positions  by  15  percent  for  the  fiscal  intermediaries. 

►  Working  with  the  provider  community  to  improve  medical 
documentation  and  promote  correct  coding.  We  will  continue  to  seek 
the  help  of  national  organizations  and  the  provider  community  to  take 
more  responsibility  for  properly  documenting  the  medical  necessity  of 
services.  HCFA  is  meeting  with  the  professional  provider  organizations  to 
explain  the  audit  findings  and  to  enlist  their  assistance  in  addressing  the 
identified  problems,  including  the  lack  of  supporting  medical 
documentation. 

►  Strengthening  provider  enrollment  safeguards.  HCFA  will  impose 
stricter  standards  to  prevent  illegitimate  providers,  bent  on  fraud  and 
abuse,  from  entering  the  Medicare  program.  Recently  enacted  legislation 
will  support  this  ongoing  activity  by  requiring  providers  to  disclose  their 
Employer  Identification  Number  and  Social  Security  Number,  requiring 
durable  medical  equipment  suppliers  and  home  health  agencies  to  post  a 
surety  bond  as  part  of  their  participation  in  the  Medicare  program,  and  by 
prohibiting  entry  into  the  Medicare  or  Medicaid  Program  to  individuals 
convicted  of  felonies. 

This  performance  goal  is  linked  to  the  paying  claims  and  fraud  and  abuse 
business  activities. 
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FY  1999  Target:  To  reduce  the  error  rate  for  all  Medicare  fee-for-service 
payments  to  13  percent.  The  FY  1996  baseline  is  14  percent.  The  5 -year  goal 
(from  FY  1999)  is  to  reduce  the  payment  error  rate  to  10  percent  by  FY  2003. 

Data  Source(s):  The  national  rate  of  payment  error  has  previously  been 
computed  by  the  OIG.  Pursuant  to  an  agreement  with  the  OIG,  HCFA  will  have 
a  substantive  testing  program  fully  operational  by  October  I,  1998,  so  that  HCFA 
can  measure  the  Medicare  fee-for-service  error  rate  beginning  in  FY  1999. 

Means  of  Verification/Validation:  HCFA  will  replicate  the  substantive  testing 
methodology  used  by  the  OIG  in  the  FY  1996,  1997,  and  1998  audits. 
Replicating  the  OIG's  methods  for  computing  the  error  rate  will  allow  for 
consistency  and  equal  comparisons  across  fiscal  years.  In  FY  1999,  the  OIG  will 
audit  a  sample  of  HCFA's  substantive  testing  program  which  will  measure  the 
error  rate. 


V-80 


697 


Performance  Goal  15 

Increase  the  Use  of  Electronic  Transactions  Between  Medicare  Contractors 

and  Providers 

Description:  This  performance  goal  tracks  the  increase  in  the  use  of  electronic 
transactions,  including  remittance  advices,  fund  transfers,  claims  status, 
eligibility  inquiries,  and  electronic  media  claims  between  Medicare  contractors 
and  Medicare  providers  of  care. 

The  Medicare  electronic  remittance  advice  (ERA)  is  an  explanation  of  Medicare 
benefits  sent  to  the  provider  of  service  (for  example,  a  physician)  via  computer. 
The  ERA  is  essentially  an  electronic  statement  that  gives  the  provider 
information  on  a  submitted  claim  once  the  claim  has  been  finalized  (paid  or 
denied).  The  ERA  includes  information  such  as  beneficiary  identification, 
Medicare  payment  amount,  and  any  amount  owed  by  the  beneficiary  to  the 
provider.  If  a  claim  is  denied,  the  ERA  includes  information  on  why  the  claim 
was  denied  (for  example,  the  service  is  not  a  covered  Medicare  benefit  or  was  not 
medically  necessary).  Receiving  the  remittance  advice  assures  the  provider  that 
the  claim  has  been  finalized. 

Electronic  fund  transfer  (EFT)  is  an  electronic  process  which  deposits  Medicare 
payments  to  providers  directly  into  the  provider's  bank  account.  This  process, 
widely  used  in  health  insurance  and  other  industries,  is  similar  to  "direct  deposit" 
of  payroll  checks  or  Social  Security  checks. 

An  electronic  claims  status  is  an  electronic  check  on  the  status  of  a  Medicare 
claim  by  a  provider. 

An  electronic  eligibility  inquiry  is  an  electronic  inquiry  of  Medicare  eligibility  by 
a  provider. 

Electronic  media  claims  (EMC)  refers  to  the  process  whereby  Medicare  claims 
are  transmitted  electronically  from  a  provider  directly  to  the  Medicare  contractor 
or  forwarded  on  computer  tape  from  the  claims  submitter  to  the  Medicare 
contractor.  The  claim  form  is  completed  on  a  computer  (rather  than  written)  and 
is  delivered  to  the  Medicare  contractor  electronically  (rather  than  by  traditional 
mail). 
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This  goal  tracks  the  increase  in  the  percentage  of  these  activities  accomplished 
electronically,  rather  than  in  paper  form  or  on  the  telephone.  HCFA  will  focus  on 
electronic  media  claims  through  FY  1999,  and  add  a  focus  on  electronic 
remittance  advices,  fund  transfers,  eligibility  inquiries,  and  claims  status  in 
FY  2000. 

The  Health  Insurance  Portability  and  Accountability  Act  (H1PAA)  requires  the 
adoption  of  standardized  electronic  formats  and  data  contents.  The  year  1 999 
will  be  a  time  of  transition.  We  believe  that  many  providers  will  wait  until  the 
new  formats  are  available  before  investing  in  electronic  transmission  capability. 

Therefore,  we  expect  no  significant  increase  in  electronic  transactions  at  least 
until  the  Year  2000  for  this  very  r«^son.  Our  approach,  therefore,  is  to  focus  o~ 
the  increased  use  of  EMC  through  this  transition,  then  aggressively  pursue 
increases  in  other  types  of  electronic  transactions. 

Rationale:  In  short,  the  use  of  electronic  transactions  is  less  expensive,  quicker, 
and  more  hassle-free  for  Medicare  contractors  and  providers.  Ultimately,  the 
beneficiary  benefits  from  such  efficiencies  in  the  administration  of  the  Medicare 
program — most  notably  in  the  form  of  lower  Medicare  administrative  costs  and 
better  relationships  between  Medicare  contractors  and  providers. 

HCFA  has,  over  the  last  decade,  placed  a  great  emphasis  on  the  use  of  electronic 
claims  transmissions.  Indeed,  electronic  claims  submission  is  a  successful  96.1 
percent  for  intermediaries  and  79.4  percent  for  carriers  (FY  1997  year-to-date 
rates).  Given  that  these  rates  may  be  close  to  a  natural  saturation  point,  HCFA 
believes  it  is  now  time  to  focus  on  other  electronic  transactions  while  continuing 
to  make  modest  (but  hard  won)  gains  in  MC  . 

Electronic  transactions  save  Medicare  administrative  costs,  primarily  by  reducing 
printing,  postage,  and  personnel  costs.  Electronic  information  and  data  flow  is 
the  norm  in  American  business,  and  is  becoming  true  for  society  at  large.  It  is 
cheaper,  more  efficient,  and  more  environmentally  sound.  Medicare,  as  the 
largest  U.S.  insurer,  should  be  leading  the  encouragement  of  more  electronic 
transactions  for  these  reasons. 

From  a  provider  perspective,  cash  flow  is  enhanced  since  claims  are  paid  sooner 
(within  parameters  specified  in  Medicare  law).  Paperwork  (including  storage  of 
paper  forms,  photocopying  for  record  keeping,  stuffing  envelopes,  etc.)  is 
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reduced  considerably.  When  a  problem  is  encountered  with  a  claim,  the  problem 
can  be  identified  and  corrected  sooner,  lessening  the  frustration  providers  feel 
when  payment  is  delayed.  Further,  time  wasted  on  the  telephone  to  contractors  is 
saved  as  queries  are  made  electronically.  Finally,  electronic  transactions  are 
more  accurate  than  paper  since  less  manual  intervention  is  required,  and 
beneficiary  eligibility  is  ascertained  more  easily  prior  to  claims  submission. 

This  goal  is  clearly  aligned  with  the  paying  claims  business  activity.  Increasing 
the  percentage  of  transactions  performed  electronically  will  increase  the 
efficiency  of  the  Medicare  contractors  and  save  Medicare  administrative  dollars. 

FY  1999  Target:  For  EMC,  97  percent  for  intermediaries  and  80  percent  for 
caniers.  Baseline  data  for  c^cronic  claims  status,  electronic  eligibility  inquiries, 
ERA  and  EFT  transactions  will  be  captured  in  FY  1 999  to  establish  targets  for 
subsequent  years. 

Data  Source(s):  The  primary  data  source  for  tracking  the  measure  is  HCFA's 
Contractor  Reporting  of  Operational  and  Workload  Data  Report  (CROWD). 
CROWD  is  a  mature  reporting  system  which  will  report  on  a  regular  basis  the 
rate  of  most  of  these  electronic  transactions.  Currently,  CROWD  captures  EMC 
data  on  a  monthly  basis.  Effective  with  FY  1999,  CROWD  will  track  all 
electronic  transaction  rates  on  a  quarterly  basis. 

The  rates  will  initially  be  dc  /eloped  at  a  contractor-specific  level,  then 
nationalized.  Contractor-specific  information  will  be  extremely  helpful  in 
targeting  for  improvement  geographic  areas  with  low  rates.  Success  in  achieving 
the  desired  target  will  be  measured  at  the  national  level. 

Means  of  Verification/Validation:  HCFA  routinely  utilizes  the  Contractor 
Performance  Evaluation  (CPE)  for  evaluating  the  accuracy  of  contractor  data 
reporting,  including  CROWD.  The  CPE  measures  and  evaluates  contractor 
performance  to  determine  if  contractors  meet  specific  responsibilities  defined  in 
the  contract  between  HCFA  and  the  contractor,  and  also  responsibilities  outlined 
in  Medicare  law,  regulations,  and  instructions. 

Also,  HCFA  requires  consistent  reporting  formats  for  this  information.  Required 
formats  help  HCFA  target  individual  contractors  for  improvement,  and  develop 
national  rates. 
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Performance  Goal  16 

Reduce  the  Proportion  of  All  Enrollments  and  Disenrollments  from 
Managed  Care  Plans  Made  Retroactively  Due  to  Systems  Processing  Issues 

Description:  This  goal  tracks  HCFA's  success  in  reducing  the  proportion  of 
enrollments  in  and  disenrollments  from  Medicare  managed  care  plans  made  after 
the  effective  date  (retroactively)  due  to  systems  processing  issues.  Ideally, 
enrollments  and  disenrollments  are  processed  prior  to  the  effective  date  of  the 
enrollment  or  disenrollment.  However,  there  are  a  number  of  reasons  why 
retroactive  enrollments  and  disenrollments  are  performed.  In  a  relatively  small 
number  of  instances  retroactive  processing  is  unavoidable,  including  certain 
situations  specified  in  statute.  However  this  performance  measure  addresses 
certain  "avoidable"  retroactive  enrollments  and  disenrollments-those  due  to 
systems  processing  issues.  Specifically,  there  are  many  factors  that  can  prevent 
a  batch  of  enrollments  or  disenrollments  from  being  processed  smoothly.  Health 
plans  submit  monthly  batches  of  enrollment/  disenrollment  requests  late  because 
of  transmission  problems,  lack  of  understanding  of  the  submission  process,  or 
other  administrative  reasons.  Even  when  the  requests  are  submitted  timely, 
problems  with  a  small  number  of  requests  can  delay  the  processing  of  an  entire 
batch  of  enrollments/  disenrollments.  Finally,  errors  by  contractor  programmers 
or  other  administrative  personnel  sometimes  delay  entire  batches.  This 
performance  goal  tracks  HCFA  success  at  making  improvements  in  these  areas 
which  result  in  a  reduction  in  retroactive  enrollment  and  disenrollment  actions. 

Rationale:  Minimizing  the  number  of  retroactive  enrollments  and 
disenrollments  will  reduce  beneficiary  confusion  about  their  status  in  managed 
care  plans,  reduce  snags  in  processing  fee-for-service  claims,  and  reduce  provider 
frustration  about  timeliness  and  accuracy  of  payment. 

Delays  in  processing  enrollments  and  disenrollments  disadvantage  the 
beneficiary  who  chooses  managed  care  as  an  alternative  to  traditional  fee-for- 
service  Medicare,  and  may  deter  some  individuals  from  this  alternative. 
Enrollments  that  are  not  processed  promptly  can  create  temporary  bookkeeping 
problems  for  managed  care  organizations,  which  may  not  receive  timely 
payments  for  late  enrollments  or  may  be  overpaid  (temporarily)  for  late 
disenrollments.  Not  having  accurate  and  up-to-date  beneficiary  enrollment 
information  may  impede  a  managed  care  organization's  ability  to  schedule 
appointments,  causing  unnecessary  delays  for  beneficiaries  seeking  routine  care. 
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These  temporary  glitches  may  convince  some  enrollees  that  managed  care  cannot 
provide  the  level  of  service  or  care  they  feel  they  need,  and  they  may  reconsider 
the  option. 

Delays  in  honoring  a  request  to  leave  a  managed  care  organization  can  be  even 
more  disruptive.  Fee-for-service  Medicare  will  not  cover  a  beneficiary's  medical 
care  if  the  request  to  disenroll  is  not  processed  timely:  even  though  "bounced" 
claims  will  eventually  be  paid,  they  add  unnecessary  stress  to  beneficiaries'  (and 
providers')  interaction  with  the  Medicare  program. 

As  noted  above,  there  will  always  be  some  residual  retroactive  enrollments  and 
disenrollments,  including  those  needed  to  protect  beneficiaries.  For  example, 
HCFA  would  not  discourage  beneficiary  disenrollment  for  cause  from  a  managed 
care  organization,  for  example,  even  if  it  were  retroactive. 

In  order  to  reduce  the  number  of  retroactive  enrollments/disenrollments  due  to 
systems  processing  issues,  HCFA  will  continue  to  offer  one-on-one  technical 
assistance  to  health  plans  as  they  encounter  problems  with  batch  transmissions. 
In  addition,  HCFA  will  pursue  more  processing  under  "production  control" 
(taking  the  processing  out  of  programmers'  hands  and  into  a  more  sophisticated 
automated  system,  offering  fewer  opportunities  for  human  or  other  errors).  In  the 
future,  HCFA  hopes  to  make  significant  improvements  to  its  information  systems 
infrastructure  to  accommodate  direct,  on-line  enrollment  changes  by  health  plans. 

This  goal  is  linked  to  the  services  provided  by  Medicare  managed  care  budget 
activity. 

FY  1999  Target:  In  FY  1999,  reduce  the  proportion  of  all  enrollment  and 
disenrollment  changes  that  are  processed  retroactively  due  to  systems  processing 
issues  by  20  percent  from  1997  levels.  By  FY  1999,  no  more  than  0.8  percent  of 
all  enrollments/disenrollments  will  be  made  retroactively  due  to  systems 
processing  issues. 

The  baseline  for  year-to-date  1997  is  1.0  percent  of  total  enrollments/ 
disenrollments  processed  retroactively  due  to  systems  processing  issues.  In  1996, 
the  figure  was  1 . 1  percent. 

Data  Source(s):  Data  will  be  gathered  from  the  managed  care  systems 
production  processing  logs.  The  log  records  reflect  total  transactions  processed, 
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and  total  retroactive  transactions  processed,  by  payment  month.  This  log  also 
allows  identification  of  those  retroactive  enrollment/disenrollment  transactions 
due  to  systems  processing  issues. 

Means  of  Verification/Validation:  Feedback  to  HCFA  from  managed  care 
plans  and  beneficiaries  affected  by  retroactive  enrollments  and  disenrollments. 
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Performance  Goal  17 

Successfully  Transition  to  One  Part  A  and  One  Part  B  Claims  Processing 
System  According  to  Current  Schedule 

Description:  This  goal  will  monitor  progress  toward  implementation  of  one 
standard  system  for  Part  A  (intermediaries)  and  Part  B  (carriers).  In  order  to 
achieve  more  cost  effective  operations  and  move  toward  standardization  of  the 
claims  payment  process  among  contractors,  HCFA  is  committed  to  a  staged 
reduction  in  the  number  of  standard  systems. 

As  of  October  1 ,  1 996,  there  were  nine  different  standard  systems  used  by 
Medicare  carriers  and  intermediaries.  HCFA  designated  one  of  the  three 
intermediary  systems  as  Part  A,  selected  one  of  the  six  carrier  standard  systems 
as  the  single  Part  B  claims  processing  system  and  selected  a  single  durable 
medical  equipment  regional  carrier  (DMERC)  system.  This  goal  tracks  whether 
our  implementation  of  those  decisions  is  proceeding  on  schedule,  recognizing 
that  many  factors  influence  the  timing  of  systems  transitions  including  the 
necessity  to  implement  new  legislation,  millennium  readiness, 
telecommunications  procurement  and  software  development. 

Rationale:  The  reduction  to  a  smaller  number  of  systems  for  claims  payment 
will  have  many  benefits  for  the  Medicare  program  and  its  beneficiaries.  Claims 
payments  are  more  accurate,  cheaper,  and  more  efficient  with  fewer  systems 
involved.  Most  of  the  steps  in  the  claims  payment  process  are  the  same 
regardless  of  where  the  claim  is  processed.  Thus,  a  standard  system  can  simplify 
claims  processing  and  take  advantage  of  economies  of  scale.  Each  time  there  is 
new  legislation  making  changes  in  the  Medicare  program  affecting  fee-for- 
service  benefits,  or  any  new  set  of  requirements,  it  costs  less  money  to  change  a 
smaller  number  of  systems. 

This  performance  goal  links  to  the  paying  claims  business  activity. 

FY  1999  Target:  By  the  start  of  FY  1999  there  will  be  one  standard 
intermediary  system,  one  standard  DMERC  system  and  three  carrier  systems  still 
being  maintained.  By  the  end  of  FY  1999,  according  to  the  current  transition 
schedule,  HCFA  will  have  only  two  carrier  systems  being  maintained. 
Subsequently,  the  two  carrier  systems  will  transition  to  a  single  system. 


V-87 


704 

Data  Sources(s):  Not  applicable 

Means  of  Verification/V alidation:  Self- verifying 
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Performance  Goal  18 


Work  with  States  to  Develop  Medicaid  Program  Performance  Goals 

Description:  Development  of  Medicaid  performance  goals  agreed  to  by  the 
States  and  HCFA. 


Rationale:  Specific,  State  inclusive,  performance  goals  related  to 
accomplishments  of  the  Medicaid  program  are  not  currently  included  in  HCFA's 
Annual  Performance  Plan.  However,  there  are  several  performance  goals 
included  in  the  plan  that  are  related  to  Medicaid.  These  include  providing  data 
on  dually  eligible  beneficiaries,  improving  access  to  care  for  Medicare 
beneficiaries  who  do  not  have  supplemental  insurance,  and  decreasing  the 
number  of  uninsured  children.  In  addition,  the  quality  performance  goals  on  use 
of  restraints  in  long  term  care  facilities  and  laboratory  testing  improve  care  for 
both  Medicare  and  Medicaid  beneficiaries. 


The  Medicaid  program  is  a  Federal-State  partnership  that  is  primarily 
administered  by  the  States.  Within  broad  parameters  established  at  the  Federal 
level,  States  have  wide  latitude  to  determine  who  will  be  eligible  to  receive 
services,  what  services  will  be  covered,  which  providers  will  be  used,  and  the 
level  of  payments  that  will  be  made.  Because  the  success  of  the  Medicaid 
program  is  integrally  related  to  States'  decisions  in  each  of  these  areas,  the 
selection  of  performance  goals  must  be  made  in  consultation  with  Slates  to 
ensure  that  they  are  compatible  with  States'  goals  and  objectives.  HCFA, 
through  a  consultative  process  with  States,  will  work  to  develop  a  consensus  on 
Joint  Federal/State  Medicaid  performance  goals  for  the  FY  2000  Annual 
Performance  Plan.  Because  of  the  need  for  this  consultation,  HCFA  has  been 
granted  a  waiver  by  OMB  from  the  GPRA  requirement  that  performance  goals  be 
established  for  the  Medicaid  program. 
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This  performance  goal  is  linked  to  the  grants  to  States  for  Medicaid  business 

activity. 

FY  1999  Target:  Starting  in  FY  1997  and  continuing  into  FY  1998,  HCFA  will 
work  in  partnership  with  States  to  develop  a  consensus  on  appropriate  Medicaid 
performance  goals  that  will  be  incorporated  into  HCFA's  FY  2000  Annual 
Performance  Plan. 

Data  Source(s):  Not  applicable. 

Means  of  Verification/Validation:  Self-verifying. 
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Performance  Goal  19 

Provide  to  States  Linked  Medicare  and  Medicaid  Data  Files 
for  Dually  Eligible  Beneficiaries 

Description:  To  give  a  complete  picture  of  joint  Medicare  and  Medicaid  service 
utilization  and  expenditures,  develop  linked  Medicare  and  Medicaid  data  files  on 
dually  eligible  beneficiaries. 

Rationale:  Individuals  who  are  dually  eligible  for  Medicare  and  Medicaid  are  an 
important  and  growing  segment  of  beneficiaries.  In  1995,  there  were 
approximately  6  million  individuals  dually  eligible  for  Medicare  and  Medicaid  at 
ouine  point  in  the  year.  Aiuiough  dually  eligible  beneficiaries  represent  about 

16  percent  of  the  Medicare  population,  they  represent  30  percent  of  total 
Medicare  expenditures.  Similarly,  while  dual  eligibles  represent  approximately 

17  percent  of  the  Medicaid  population,  they  represent  about  35  percent  of  total 
Medicaid  expenditures.  Combined,  it  is  estimated  that  $106  billion  were  spent  on 
dually  eligible  beneficiaries  in  FY  1995,  almost  equally  divided  between 
Medicare  and  Medicaid. 

Through  continued  innovation  and  reform  in  the  Medicare  and  Medicaid 
programs,  HCFA  hopes  to  foster  a  service  delivery  system  that  is  better 
integrated  and  more  flexible  in  meeting  the  needs  of  dually  eligible  beneficiaries. 
In  order  to  do  this,  policy  leakers,  researchers,  and  others  need  information  on  the 
dual  eligible  population. 

Concurrently,  States,  as  well  as  providers  of  care,  are  increasingly  interested  in 
assessing  and  reforming  the  Medicare  and  Medicaid  programs  for  dually  entitled 
beneficiaries.  The  development  of  Medicare/Medicaid  linked  data  bases  will  be 
of  assistance  to  both  States  and  the  Federal  government  to  improve  the  efficiency 
and  effectiveness  of  the  acute  and  long  term  care  services  received  by  persons 
eligible  for  both  Medicare  and  Medicaid.  The  linked  data  will  permit  analyses 
that  can  improve  the  understanding  of  the  program  interactions  between 
Medicare  and  Medicaid  and  how  they  affect  access  to  care  and  the  costs  and 
quality  of  services  received  by  dual  eligibles.  For  example,  the  data  base  will 
strengthen  the  ability  of  HCFA  and  States  to  develop  efficient  and  effective 
risk-adjusted  payment  methods  for  dual  eligibles. 
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The  joint  Federal  and  State  interest  in  dual  eligibles  has  resulted  in  an 
examination  of  the  data  that  are  available  to  obtain  knowledge  about  the 
demographic  characteristics,  health  status,  disease  episodes,  support  services, 
health  services  utilization,  and  expenditures  of  this  diverse  population. 
Medicare  beneficiary  enrollment  data  in  the  National  Claims  History  File 
(NCHF)  indicate  whether  or  not  a  State  has  purchased  Medicare  Part  B  coverage 
for  a  dually  eligible  enrollee.  The  Medicaid  Statistical  Information  System 
(MSIS)  is  a  data  base  maintained  by  HFCA  containing  eligibility  and  fee-for- 
service  claims  data  (and  some  HMO  encounter  data)  for  Medicaid  beneficiaries 
in  participating  States.  The  data  obtained  from  these  States  also  has  been 
converted  into  a  State  Medicaid  Research  File  (SMRF)  which  arranges  data  by 
date  of  service,  rather  than  date  of  payment,  and  attempts  to  standardize  data 
across  States  with  respect  to  eligibility  and  site  of  service. 

The  Balanced  Budget  Act  of  1997  mandates  that  all  States  begin  to  report 
Medicaid  information  using  MSIS  in  1999.  HCFA's  ability  to  meet  the 
information  needs  of  researchers  and  policy  makers  has  been  limited  to  date,  but 
the  potential  exists  to  make  significant  improvements  through  available 
information  system  linkage  and  subsequent  analyses. 

In  response  to  a  need  to  develop  demonstration  waiver  initiatives  to  serve  dually 
eligible  beneficiaries,  as  many  as  12  individual  State-wide  Medicare/Medicaid 
linked  data  files  have  been  or  will  be  constructed.  HCFA  and  the  States  are  using 
these  data  to  conduct  research  and  to  support  the  implementation  of  the 
demonstrations. 

0 

This  goal  links  to  the  Grants  to  States  for  Medicaid  business  activity,  but  is  also 
related  to  the  research  business  activity. 

FY  1999  Target:  Using  appropriate  HCFA  data  systems,  and  data  submitted  to 
HCFA  by  States,  we  will  identify  dual  eligible  beneficiaries  and  develop  linked 
annual  data  files  of  their  Medicare  and  Medicaid  enrollment  and  claims 
information  for  3 1  states.  Consistent  with  all  applicable  Federal  and  State 
privacy  and  confidentiality  requirements,  HCFA  will  share  these  merged  data 
with  each  State  that  requests  the  information.  A  longer  term  goal  is  to  merge  all 
State  MSIS  data  or  derivative  files  such  as  SMRF  with  Medicare  enrollment  and 
claims  at  the  individual  level. 
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Data  Source(s):  The  Medicare  National  Claims  History  File  (NCHF)  contains 
individually  identifiable  data  on  beneficiary  eligibility  and  all  Medicare  services 
used,  including  diagnosis  and  procedure  codes,  and  expenditures  by  provider  of 
service.  The  MSIS  is  the  electronic  version  of  the  2082  Form  States  are  required 
to  submit  to  HCFA  on  a  quarterly  basis.  The  State  Medicaid  Research  Files 
(SMRF)  are  based  on  claims  information  sent  to  HCFA  by  the  States  which 
participate  in  the  MSIS  system. 

Means  of  Verification/Validation:  HCFA  will  conduct  a  technical  review  of 
the  merged  data  systems. 
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Performance  Goal  20 

Develop  a  Method  for  Assessing  the  Relationship  between 
HCFA  Research  Investments  and  Program  Improvements 

Description:  HCFA  will  develop  a  method  for  assessing  the  relationship 
between  HCFA's  research  investments  in  general  and  HCFA  program 
improvements. 

Rationale:  The  purpose  of  HCFA's  research  program  is  to  provide  HCFA  and 
the  health  care  policy  community  with  objective  analyses  and  information  to 
foster  improvement  in  HCFA  programs  and  to  guide  the  Agency  in  its  future 
direction.  HCFA  directs  over  400  research,  demonstration,  and  evaluation 
projects,  many  of  which  are  Congressionally  mandated  studies.  As  a 
beneficiary-centered  organization,  HCFA  examines  the  impact  of  Medicare  and 
Medicaid  on  beneficiaries'  health  status,  access  to  services,  utilization,  and  out- 
of-pocket  expenditures,  and  the  information  needs  of  beneficiaries,  providers, 
and  other  partners.  We  attempt  to  identify  and  explore  problem  areas — for 
instance,  situations  where  access  to  care  may  be  inadequate.  Additionally,  many 
projects  focus  on  program  expenditure  issues  as  they  relate  to  payment,  coverage, 
eligibility,  and  management  alternatives  under  Medicare  and  Medicaid.  Research 
projects  also  develop  and  assess  methods  and  approaches  related  to  the  quality  of 
health  care,  alternative  health  care  delivery  systems,  innovative  financing 
arrangements,  and  cost  containment  strategies.  We  gather  and  analyze  data  on 
program  experience  and  perform  evaluations  of  various  aspects  of  our  programs. 
The  behavior  and  economics  of  health  care  providers  and  the  overall  health  care 
industry  are  also  topics  of  HCFA  research. 

The  research  HCFA  conducts  and  sponsors  contributes  directly  to  program 
improvements.  For  example,  Medicare's  current  methods  for  paying  providers, 
including  the  prospective  payment  system  for  hospitals  and  the  Medicare 
physician  fee  schedule,  are  direct  results  of  HCFA  research.  Recently  enacted 
legislation  (the  Balanced  Budget  Act  of  1997)  contains  numerous  significant 
policy  changes  (including  prospective  payment  systems  for  skilled  nursing 
facilities  and  home  health  agencies  and  a  risk-adjusted  payment  methodology  for 
Medicare  managed  care)  that  are  grounded  in  HCFA  research. 

While  the  relationship  between  research  investments  and  program  improvements 
is  apparent  in  general,  no  methodology  is  available  for  quantifying  this 
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relationship.  Thus,  as  part  of  this  performance  goal,  HCFA  is  attempting  to 
develop  a  methodology  for  assessing  the  extent  to  which  HCFA  research  leads  to 
program  improvements. 

Considering  that  HCFA's  research  relates  directly  to  our  ongoing  programs,  our 
research  performance  measure  is  likely  to  differ  in  nature,  focus,  and  scope  from 
those  of  agencies  with  a  mission  which  is  exclusively  research-related.  We  will 
review  the  research-related  performance  measures  of  other  Federal  agencies  to 
determine  the  extent  to  which  they  contain  elements  applicable  to  HCFA 
research,  but  we  expect  we  will  have  to  break  new  ground  to  some  extent  to 
insure  the  program  orientation  of  our  research  mission  is  appropriately  captured. 

Our  aim  is  to  develop  a  comprehensive,  robust,  and  reasonable  measure  that  will 
assess  the  extent  to  which  our  projects  are  relevant  (value  added  to  the  Agency's 
programs),  productive  (usefulness  of  results),  and  are  of  high  quality  (scientific 
excellence).  These  dimensions  of  performance  will  be  examined  largely  through 
assessment  methods  such  as  peer  review  and  customer  evaluation.  We  will 
consider  both  qualitative  and  quantitative  measures. 

We  hope  to  develop  a  measure  that  can  be  used  for  meaningful  assessments  while 
research  is  still  in  the  development  and  execution  stages.  Given  the  time  lags 
between  inception  of  research  and  implementation  of  program  changes  that  may 
result  from  it  (since  many  such  changes  require  Congressional  action),  to  rely  on 
a  measure  based  solely  on  achieved  project  results  would  mean  that  current 
performance  would  be  assessed  on  the  basis  of  activity  that  concluded  several 
years  in  the  past.  (For  example,  HCFA  research  led  directly  to  Medicare's 
prospective  payment  system  for  inpatient  hospital  services,  a  significant  policy 
achievement  that  saved  the  program  a  great  deal  of  money.  To  judge  the 
performance  of  the  current  research  program  on  the  basis  of  this  past 
accomplishment  would  be  misplaced,  however,  since  today's  research  is  focussed 
on  addressing  new  and  different  problems.) 

Assessing  projects  with  respect  to  their  potential  contributions  would  result  in  a 
measure  that  is  much  more  contemporaneous  with  the  projects  and  hence  much 
more  useful  forjudging  the  utility  and  performance  of  the  research  program.  A 
measure  constructed  on  this  basis  may  also  serve  as  a  useful  management  tool  to 
help  us  assess,  in  advance,  how  to  allocate  scarce  research  funds  and  which 
research  projects  HCFA  should  invest  in.  Of  course,  some  retrospective  analysis 
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will  also  be  needed  in  order  to  construct  and  calibrate  a  measure  based  on 
potential  effectiveness. 

In  developing  a  quantitative  prospective  research  measure,  we  will  consider 
elements  such  as  the  research  resources  necessary  for  conducting  the  research 
(the  inputs),  the  potential  overall  impact  (on  budgets,  beneficiaries)  of  the  area 
being  researched,  and  the  likelihood  that  the  research  would  yield  some  useable 
policy-relevant  results.  The  measure  should  help  us  compare  the  performance  of 
research  that  is  "easy,"  but  will  have  impact  only  on  a  narrow  area,  versus 
projects  that  promise  much  broader  impact  but  are  more  expensive,  difficult,  or 
risky  to  mount. 

This  performance  goal  is  directly  linked  to  the  research  business  activity. 

FY  1999  Target:  Develop  a  performance  measure  to  assess  the  relationship 
between  HCFA  research  investments  and  HCFA  program  improvements  for 
inclusion  in  the  FY  2000  Annual  Performance  Plan. 

Data  Source(s):  Not  applicable. 

Means  of  Verification/Validation :  Self  verifying. 
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Performance  Goal  21 

Ensure  Continuity  of  Medicare  Claims  Payment  Streams 
Through  and  Beyond  Year  2000 

Description:  Ensure  that  no  significant  interruptions  to  Medicare  claims 
payments  occur  due  to  lack  of  Year  2000  compliance  of  information  systems 
under  HCFA's  direct  control.  For  systems  not  under  HCFA's  direct  control, 
HCFA  will  continue  to  work  with  its  Medicare  contractor  community  and 
perform  oversight  activities  directing  them  to  achieve  compliance  and  verify  that 
it  has  occurred.  In  addition,  HCFA  will  again  seek  legislative  changes  that  would 
provide  greater  control  over  contractor  systems. 

Rationale:  HCFA  employs  a  variety  of  information  systems  to  carry  out  its 
function  of  providing  for  the  health  care  of  its  beneficiaries.  The  system 
functions  well  if  beneficiaries  continue  to  receive  required  care  and  medically 
related  products  for  which  they  are  eligible.  Providers  will  continue  to  deliver 
appropriate  and  legitimate  care  and  products  as  long  as  they  have  a  credible 
expectation  that  Medicare  will  pay  for  them.  Continuity  of  payments  in  accord 
with  legal  time  requirements  for  payment  is  thus  critical  for  the  beneficiaries' 
continued  care. 

The  \rear  2000  software  problem  is  a  consequence  of  the  practice,  justifiable  at 
the  time  the  software  was  originally  written,  of  assuming  that  the  century  part  of 
the  four  digit  year  would  always  be  19.  This  reduced  the  storage  space  required 
whenever  a  date  was  stored  in  the  system.  Since  storage  space  used  to  be  very 
expensive,  this  assumption  was  pervasive  on  software  written  even  five  years 
ago.  The  difficulty  arises  from  the  coming  change  of  the  century.  After 
December  31,  1999,  the  century  digits  will  be  20  and  all  of  the  assumptions  of 
century  having  the  value  1 9  will  no  longer  be  valid.  For  beneficiaries,  the 
consequences  can  be  significant  and  result  in  denial  of  benefit  payments.  For 
example,  in  the  Year  2000  and  beyond,  this  assumption  will  lead  to  a  calculation 
of  a  negative  age  for  someone  who  was  born  in  1920  (he  or  she  would  actually  be 
80  years  old),  because  00  (2000)  minus  20  (1920)  equals  -20.  Thus,  this  80-year 
old  person  would  be  denied  benefits  because  the  system  would  incorrectly  decide 
that  he  or  she  was  not  old  enough  to  qualify  for  benefits.  Consequently,  to 
correctly  process  and  pay  claims,  all  of  the  systems,  and  all  of  the  input  data  files, 
used  in  claims  processing  and  payment  would  need  to  have  all  instances  of  the 
assumed  century  fixed,  and  all  fixed  in  a  consistent  way. 
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Equally  important  is  that  the  hardware  and  software  computer  systems  that  run 
the  claims  processing  and  payment  systems  also  contain  such  assumptions,  and 
these  also  need  to  be  corrected,  because  this  supporting  infrastructure  may  fail  to 
operate.  (For  example,  a  system  may  deduce  that  a  startup  file  is  invalid  because 
it  has  a  negative  age,  and  that  is  absurd,  so  the  system  will  hang.)  In  fact  many 
devices  that  contain  microprocessors,  from  elevators  to  VCR's  to  automobiles  to 
telephone  systems  and  the  electric  power  grid,  may  similarly  fail  to  operate 
correctly  or  at  all  after  December  31,  1999,  if  they  contain  this  simple  century 
assumption  in  a  place  that  might  cause  the  system  to  stop  working.  The  only  way 
to  find  such  places  is  by  line-by-line  review  of  all  of  the  computer  codes. 
Complex  systems  may  contain  millions  of  lines  of  computer  code,  making  this  a 
tedious,  though  straightforward  and  labor  intensive,  task. 

Except  for  the  few  systems  used  by  HCFA  internally,  the  information  systems 
that  process  claims  and  provide  for  payment  are  largely  owned  or  operated  by  the 
fiscal  intermediaries  (FIs)  and  carriers  who  perform  the  processing  and  payment 
functions  under  Title  XVIII  contracts  on  HCFA's  behalf.  These  contractors 
subcontract,  at  HCFA's  direction,  with  certain  "system  maintainers"  for  the 
systems  that  they  operate  that  carry  out  the  claims  processing  function.  Whereas 
HCFA  has  substantial  control  over  the  systems  it  owns  and  operates  within 
HCFA,  it  has  less  direct  control  over  the  contractors'  systems.  While  HCFA  can 
mandate  changes  in  the  systems,  Title  XVIII  contracts  limit  HCFA's  ability  to 
enforce  that  those  changes  are  made  or  are  made  in  a  timely  manner. 

Because  HCFA  only  has  strict  control  over  systems  it  owns  and  operates  within 
its  own  organization  and  facilities,  the  Agency  cannot  guarantee  that  there  will 
not  be  interruptions  to  claims  processing  and  payment  due  to  Year  2000 
problems.  However,  it  has,  and  will  continue  to  use  whatever  control  it  does 
have  to  convince  its  many  contractors  and  information  partners  to  fix  their 
systems  consistently  and  coherently,  so  that  they  all  inter-operate  correctly 
through  the  millennium  date  change.  In  this  way,  HCFA  hopes  to  reduce  the 
likelihood  of  a  Year  2000  induced  failure  in  the  claims  processing  environment, 
and  to  thus  minimize  the  consequences  of  Year  2000  failures  in  the  claims 
processing  and  payment  structure. 

This  problem  impacts  all  HCFA  internal  systems,  external  systems,  and 
interfaces.  This  includes  the  following  business  components: 

•  Applications  -  including  cross-business  applications,  all  external  interfaces 

•  Databases 
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•  Computer  Infrastructure  -  including  hardware,  system  software, 
telecommunications,  and  date-dependent  functions  such  as  passwords, 
accounts,  and  software  licenses. 

•  Non-IT  Systems  -  including  physical  plant  security,  card  entry  systems, 
elevator  systems,  environmental  control  systems 

•  Other  -  Manual  processes,  end-user  computing  and  forms,  third  party 
(vendor)  party  tools,  commercial  off-the-shelf  (COTS)  products 

This  goal  is  linked  to  the  paying  claims  and  administrative  costs  business 
activities. 

FY  1999  Target:  HCFA  will  ensure  that  no  significant  interruptions  to  Medicare 
claims  payments  occur  due  to  lack  of  Year  2000  compliance  of  information 
systems  under  HCFA's  direct  control.  For  systems  not  under  HCFA's  direct 
control,  HCFA  will  continue  to  work  with  its  Medicare  contractor  community 
and  perform  oversight  activities  directing  them  to  achieve  compliance  and  verify 
that  it  has  occurred.  In  addition,  HCFA  will  again  seek  legislative  changes  that 
would  provide  greater  control  over  contractor  systems.  The  target  date  for 
implementation  of  the  Year  2000  conversions  is  December  1998.  This  will  give 
us  one  year  to  process  with  the  Year  2000  compliant  systems  to  ensure  that  all 
systems,  both  internal  and  external,  are  processing  correctly. 

We  fully  realize  how  important  it  is  that  HCFA  does  not  experience  computer 
systems  failures  because  of  failure  to  take  the  necessary  steps  for  the  Year  2000 
conversions.  For  both  our  internal  and  external  systems  conversions  we  have 
adopted  the  OMB  suggested  stages  of  -  awareness,  assessment,  renovation, 
validation,  and  implementation.  We  are  monitoring  the  progress  of  our  systems 
based  on  conversion  plans  that  follow  these  five  phases. 

It  is  critical  to  bear  in  mind  that  HCFA  has  greater  control  over  its  internal 
^/sterns  than  it  does  over  its  external  systems,  especially  the  Medicare  claims 
payment  systems.  These  Medicare  systems  are  supported  by  contracts  governed 
by  Title  XVIII,  which  unlike  normal  government  Federal  Acquisition 
Regulations  (FAR)  contracting  mechanisms,  strongly  limits  HCFA's  control  over 
these  contractors.  Thus  HCFA  will  exercise  as  much  control  and  oversight  as 
allowed  under  present  law  while  seeking  legislative  change  to  enhance  Agency 
control. 

The  general  requirements  that  systems  must  meet  to  process  correctly  are: 

•  General  Integrity:  No  value  of  current  date  will  cause  interruptions  in  normal 
operations; 
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•  Date  Integrity:  All  manipulations  of  calendar-related  data  (dates,  durations, 
days  of  week,  birth  dates,  etc)  will  produce  desired  results  for  all  valid  date 
values  within  the  application  domain; 

•  Explicit  century:  Date  elements  in  interfaces  and  data  storage  permit 
specifying  century  to  eliminate  date  ambiguity; 

•  Implicit  century:  For  any  date  element  represented  without  century,  the 
correct  century  is  unambiguous  for  all  manipulations  involving  that  element; 

and 

•  Interface  Integrity.  Year  2000  compliant  systems,  when  used  in  combination 
with  other  Year  2000  compliant  systems,  shall  accurately  process  date/time 
data  exchanged  betweeh  the  two  systems. 

Data  Source:  Information  about  HCFA  systems  (internal  and  external)  data 
files,  databases,  data  exchanges,  COTS  packages,  and  hardware  is  being  collected 
and  stored  in  a  Year  2000  database.  The  sources  of  the  information  are  internal 
HCFA  components  (including  the  HCFA  Data  Center),  HCFA  software 
developers,  and  Medicare  Title  XVIII  contractors,  and  other  HCFA  external 
partners.  HCFA  external  partners  include  -  Medicaid  State  Agencies,  State 
Health  Departments,  PROs,  Managed  Care  Plans,  ESRD  Networks  and  other 
Federal  agencies. 

Means  of  Verification  and  Validation:  HCFA  plans  to  test  internal  software 
and  data  stores  in  an  environment  that  simulates  a  Year  2000  environment.  In 
addition,  to  assist  in  gaining  Year  2000  compliance  in  contractor  systems,  HCFA 
has  engaged  an  Independent  Verification  and  Validation  contractor  and  testing 
contractor  to  perform  independent  testing  to  determine  if  correct  changes  have 
been  made.  Testing  and  verification  will  include  the  specific  criteria  listed 
below: 

•  General/Date  Integrity 

-  Access  to  archived  data  is  not  impaired  by  any  century  issues. 

-  System  correctly  transitions  from  3 1  December  1 999  to  1  January  2000 
and  from  last  business-computing  day  of  1 999  to  the  first  business- 
computing  day  of  2000. 

-  The  Year  2000  is  correctly  treated  as  a  leap  year  by  the  operating  system 
and  all  applications  (e.g.  recognizes  2/29/00  as  the  leap  year,  and  that 
2000  has  366  days). 

-  Internal  QA  routines  are  not  impaired  by  and  directly  support  century 
issues. 
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-  The  use  of  pseudo  dates  (such  as  9999/99/99,  9999/ 12/31,  and  99/09/09) 
within  date  fields  does  not  impair  correct  functional  processing. 

-  When  using  windowing,  ensure  that  the  same  window  is  used  throughout 
the  system. 

-  All  manipulations  of  time-related  data  will  produce  correct  results  for  all 
valid  date  values. 

-  All  invalid  input  date  values  will  trigger  appropriate  error  processing. 

-  Date-related  processing  logic,  i.e.,  calculations,  comparisons,  sorts,  and 
date  validations  will  operate  correctly  when  dealing  with  dates  either  at 
the  century  boundary  or  after  the  turn  of  the  century. 

-  Processing  and/or  system  functionality  related  to  high-risk  dates  (e.g. 
special  business  cycle  processing  dates  such  as  first  Monday,  first  Friday, 
first  end  of  month,  first  end  of  quarter,  archive  dates)  will  produce  correct 
results. 

Explicit  century: 

-  Automated  components  use  4-digit  years  or  contain  the  necessary 
interpretation  logic  to  determine  the  correct  year. 

-  Manual  components,  interfaces,  and  processes  use  dates  that  are 
unambiguous.  This  can  be  achieved  either  through  the  title  of  the  date 
(Today's  Date:)  or  through  the  format  of  the  date  (e.g.  CCYYMMDD). 

-  Development  of  new  applications,  both  in-process  and  planned,  should 
adopt  a  standard  of  a  4-digit  year  field. 

-  If  data  is  expanded,  date  format  shall  be  CCYYMMDD(reference  FIPS  4- 
1 )  or  CCYYDDD  (Julian)  for  internal  representation  (e.g.  computations, 
data  storage)  and  MMDDCCYY  for  user  interface. 

-  All  external  correspondences  shall  use  a  4-digit  year. 

Implicit  century: 

-  Internal  application  usage  of  dates  and  date  fields  must  be  clear  and 
unambiguous  in  the  context  of  the  systems  which  use  them. 

-  Date  displays  on  screens  and  reports  are  in  a  consistent  format  that  can  be 
interpreted  without  ambiguity. 

-  Program  logic  will  interpret  the  correct  century  based  upon  the  entered 
year. 

Interface  Integrity: 

-  The  application  wiil  correctly  interface  with  all  date  data  that  is  imported 
or  exported. 

-  Dates  exchanged  between  systems  over  any  interface  shall  use  a  4  -  digit 
year  representation. 


V-101 


718 


These  entities  should  bridge  data  coming  in,  and  produce  data  containing  the 
standard  data  format  (CCYYMMDD  or  CCYYDDD)  as  output. 

•    Monitoring  Progress 

HCFA  has  established  tracking  mechanisms  to  obtain  baseline  project  plan  data 
concerning  all  internal  and  mission-critical  external  systems.  HCFA  will  then 
closely  monitor  actual  performance  against  planned  dates  and  take  swift  action 
when  performance  falters  on  any  given  system.  HCFA  is  also  conducting  on-site 
visits  to  all  Medicare  contractors  to  affirm  the  adequacy  of  baseline  plans  as  well 
as  to  monitor  progress.  While  HCFA  is  limited  by  Title  XVIII  in  the  amount  of 
control  it  has  over  these  Medicare  contractors,  we  are  being  very  aggressive  in 
our  monitoring  so  as  to  detect,  at  very  early  stages,  those  contractors  who  are 
having  problems  meeting  the  December  1998  deadline.  This  approach  should 
provide  adequate  leeway  in  taking  corrective  action  or  pursuing  alternate  plans. 

-    All  contractors,  systems,  and  interfaces  to  HCFA  (both  internal  and 
external)  should  be  able  to  process  data  containing  two  and  four  position 
year  data  formats  with  no  interruptions  to,  or  failures  in  processing. 
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Performance  Goal  22 

Develop  New  Medicare  Payment  Systems  in  Fee-for-Service  and 
Medicare+Choice  As  Required  by  Statute 

Description:  To  implement  statutory  requirements  within  time  frames  specified 
in  law,  and  to  improve  our  ability  to  be  a  beneficiary-centered  purchaser, 
( 1 )  develop  additional  prospective  payment  systems  (PPS)  in  traditional  fee-for- 
service  Medicare,  and  (2)  refine  payments  to  Medicare+Choice  plans  by 
adjusting  payments  for  the  relative  health  status  of  beneficiaries. 

Rationale:  The  Balanced  Budget  Act  (BBA)  of  1997  requires  the  development 
of  a  number  of  PPS  systems  in  traditional  Medicare  and  a  risk  adjustment 
methodology  for  payments  to  Medicare+Choice  plans.  The  categories  of 
providers  or  services  that  are  to  be  paid  on  a  prospective  basis  include  skilled 
nursing  facilities  (SNFs),  home  health  agencies  (HHAs),  inpatient  rehabilitation 
hospital  services,  and  services  provided  in  hospital  outpatient  departments. 

The  success  of  Medicare's  inpatient  hospital  PPS  in  controlling  hospital  costs  and 
improving  the  overall  efficiency  of  hospitals  is  well  known.  The  PPS  reforms 
replaced  the  prior  system  of  cost  reimbursement,  characterized  by  incentives  to 
over  utilize  services  and  inflate  costs,  with  a  more  rational  payment  system  in 
which  pre-determined  payments  were  made  based  on  diagnoses.  Regardless  of 
the  length  of  hospital  stay  or  the  types  of  services  provided  to  treat  the  particular 
diagnoses,  each  hospital  received  the  same  payment  for  the  treatment  of 
particular  diagnoses  (with  some  variation  permitted  based  on  geographic  area, 
hospital  classification,  and  "outlier"  status  of  individual  patients).  Under  PPS, 
the  desired  incentive  is  to  have  hospitals  provide  high  quality  care  in  the  most 
efficient  manner  possible. 

HHAs,  SNFs,  and  hospital  outpatient  services  continue  to  be  paid  on  a  cost 
reimbursement  basis  (though  certain  limits  apply).  Prospective  payment  for  these 
services  is  expected  to  result  in  more  efficient  provision  of  care,  and  lower  costs 
to  the  Medicare  program. 

With  regard  to  payment  to  Medicare+Choice  plans,  HCFA,  the  Congressional 
Budget  Office,  and  numerous  researchers  have  found  that,  because  of  the 
relatively  better  health  of  Medicare  Health  Maintenance  Organization  (HMO) 
enrollees,  the  current  payment  methodology  results  in  costs  to  the  Medicare 
program  that  exceed  the  program  costs  that  would  have  been  incurred  if  the 
current  HMO  population  had  remained  in  original  (fee-for-service)  Medicare. 
The  payment  reforms  of  the  BBA  of  1997  that  are  effective  for  1998  do  not 
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address  the  cause  of  these  overpayments  because  the  payment  methodology  still 
does  not  have  a  risk  adjuster  that  would  decrease  program  payments  for  relatively 
healthier  beneficiaries.  However,  the  BBA  of  1997  directs  the  Secretary  to 
implement  a  risk  adjustment  methodology  that  accounts  for  variations  in  per 
capita  costs  based  on  health  status  no  later  than  January  1,  2000. 

This  goal  is  linked  to  the  Medicare  benefits/fee  for  service,  services  delivered  by 
managed  care,  and  paying  claims  business  activities,  and  is  also  related  to  the 
research  activity. 

FY  1999  Target:  Under  the  BBA  of  1997,  the  effective  date  for  development  of 
the  SNF  prospective  payment  system  is  July  1,  1998,  with  a  4-year  "phase-in.." 
Also  under  Section  4603  of  BBA,  an  HHA  PPS,  or  legislatively  authorized 
contingency,  must  be  in  place  beginning  October  1,  1999.  Additionally,  under 
BBA,  a  PPS  system  for  hospital  outpatient  department  (OPD)  services  is  to  be 
implemented  on  January  1,  1999.  The  PPS  for  inpatient  rehabilitation  hospital 
services  based  on  patient  case  mix  groups  is  to  be  implemented  October  1,  2000. 

For  Medicare+Choice,  the  Secretary  is  required  to  develop  and  submit  to 
Congress  by  March  1,  1999,  a  report  on  a  proposed  method  of  risk  adjustment  of 
Medicare+Choice  payment  rates.  Plans  will  be  required  to  submit  data  for 
hospital  stays  and  data  for  other  services  as  required  by  the  Secretary  during 
FY  1998.  The  Secretary  will  provide  for  implementation  of  a  risk  adjustment 
methodology  beginning  January  1 ,  2000.  Thus,  HCFA  must  be  able  to  process 
the  data  received  from  plans  prior  to  1999,  and  develop  a  risk  adjustment 
methodology  no  later  than  the  1999  fiscal  year. 

Data  Source(s):  Any  regulations,  instructions  and  procedures  must  be  in  place 
in  time  to  implement  each  provision  on  the  dates  mandated  by  the  BBA  of  1997. 
Timely  completion  of  regulations  and  instructions  are  therefore  a  necessary 
component  of  the  "data  source"  that  determines  whether  HCFA  has  been 
successful  in  meeting  this  performance  measure.  Upon  implementation  of  the 
payment  systems,  the  intent  is  that  the  methodologies  be  further  refined  and 
improved  on  a  continuous  basis  to  ensure  that  payments  are  as  appropriate  as 
possible  and  that  the  payment  methodologies  serve  the  purposes  for  which  they 
were  intended.  HCFA  would  use  data  and  studies  to  determine  whether,  for 
example,  payments  to  health  plans  appropriately  adjust  for  health  status,  and  the 
payment  methodology  included  appropriate  incentives  to  prevent  biased  selection 
(i.e.,  preventing  health  plans  from  being  able  to  "game"  the  system  by  targeting, 
or  avoiding,  enrollment  of  particular  categories  of  beneficiaries). 
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Means  of  Verification/Validation:  Studies  will  be  conducted  to  evaluate  the 
appropriateness  of  the  payment  systems  with  a  view  towards  continuous 
refinement. 
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IV.  LINKING  PERFORMANCE  GOALS 

This  section  includes  three  charts  which  summarize  the  linkages  of  HCFA's  FY 
1999  Performance  Goals  to: 

•  Performance  Plan  business  activities6  and  HCFA  budget  structure; 

•  HCFA  strategic  goals;  and 

•  HHS  GPRA  Strategic  Plan  Goals. 


6  As  previously  discussed,  for  purposes  of  developing  performance  goals  for  HCFA  we 
have  grouped  goals  based  on  the  nature  of  the  activity  being  measured.  These  groupings  are 
referred  to  as  "business  activities."  While  these  business  activities  in  many  cases  are  basically 
the  same  as  categories  in  the  HCFA  budget  structure  (e.g.,  Medicaid),  there  are  some  differences. 
For  example,  separate  business  activities  are  shown  for  Medicare  benefits/fee-for-service  and 
services  delivered  by  managed  care — a  distinction  that  does  not  occur  within  the  HCFA  budget 
structure,  but  is  important  from  the  perspective  of  setting  performance  goals. 
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ESS  ACTIVITIES  AND  BUDGET  CATEGORIES 

Budget 
Category 

Medicare  Benefits 

Medicare  Benefits 

Related  Performance  Goals 

#5:  Increase  the  percentage  of  Medicare  beneficiaries 
age  65  years  and  older  who  receive  an  influenza 
vaccination. 

#6:  Increase  the  percentage  of  Medicare  beneficiaries 
age  65  years  and  older  receiving  a  screening 
mammogram. 

#  1 :  Improve  access  to  care  for  elderly  and  disabled 

Medicare  beneficiaries  who  do  not  have  public  or 

private  supplemental  insurance. 

#5:  Increase  the  percentage  of  Medicare  beneficiaries 

age  65  years  and  older  who  receive  an  influenza 

vaccination. 

#6:  Increase  the  percentage  of  Medicare  beneficiaries 
age  65  years  and  older  receiving  a  screening 
mammogram. 

ERFORMANCE  GOALS  TO  BUSI] 

Primary  Performance  Goals 

#  I :  Improve  access  to  care  for  elderly  and  disabled 

Medicare  beneficiaries  who  do  not  have  public  or 

private  supplemental  insurance. 

#2:  Improve  satisfaction  of  Medicare  beneficiaries. 

#22:  Develop  new  Medicare  payment  systems  in 

fee-for-service  and  Medicare+Choice  as  required  by 

statute. 

#2:  Improve  satisfaction  of  Medicare  beneficiaries. 
#7:  Increase  health  plan  choices  available  to 
Medicare  beneficiaries. 

#16:  Reduce  the  proportion  of  all  enrollments  and 
disenrollments  from  managed  care  plans  made 
retroactively  due  to  systems  processing  issues. 
#22:  Develop  new  Medicare  payment  systems  in 
fee-for-service  and  Medicare+Choice  as  required  by 
statute. 
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Thursday,  March  5,  1998. 


ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

WITNESSES 

OLIVIA  GOLDEN,  ASSISTANT  SECRETARY 

DENNIS  P.  WILLIAMS,  DEPUTY  ASSISTANT  SECRETARY,  BUDGET 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

We  continue  our  hearings  for  the  budget  of  the  Department  of 
Health  and  Human  Services.  We  welcome  Olivia  Golden,  the  As- 
sistant Secretary  for  the  Administration  for  Children  and  Families. 

Nice  to  see  you  again.  Why  don't  you  proceed  with  your  state- 
ment. 

Ms.  Golden.  Mr.  Chairman,  thank  you.  I'm  delighted  to  present 
the  President's  budget  request  for  the  Administration  for  Children 
and  Families  (ACF)  for  fiscal  year  1999.  I'm  accompanied  by  Den- 
nis Williams,  the  Deputy  Assistant  Secretary  for  Budget  for  the 
Department. 

President  Clinton  has  presented  to  Congress  the  first  balanced 
budget  in  30  years.  It  addresses  the  concerns  of  Americans,  serves 
their  interests,  and  creates  opportunity.  This  budget  keeps  faith 
with  the  longstanding  commitments  of  this  Department.  Even  in 
this  time  of  limited  resources,  the  budget  includes  significant  in- 
creases for  several  of  our  programs.  In  keeping  with  the  Adminis- 
tration's policy  to  increase  support  for  programs  that  promote  eco- 
nomic security  and  independence  as  well  as  healthy  development 
for  our  children,  while  working  towards  more  efficient  Government, 
our  budget  is  targeted  in  areas  that  have  produced  significant  pay- 
offs. 

The  fiscal  year  1999  budget  for  the  Administration  for  Children 
and  Families  is  $40  billion,  of  which  $21  billion  is  being  requested 
in  new  budget  authority.  The  remaining  $19  billion  is  available 
through  the  Personal  Responsibility  and  Work  Opportunity  Rec- 
onciliation Act  of  1996.  Entitlement  programs  represent  approxi- 
mately $31  billion  of  our  $40  billion  budget. 

While  the  Administration  for  Children  and  Families  funds  a  wide 
range  of  programs,  including  Low  Income  Home  Energy  Assistance, 
community  services,  programs  for  persons  with  developmental  dis- 
abilities, Native  Americans,  and  refugees,  over  65  percent  of  ACF's 
$8.7  billion  discretionary  spending  supports  programs  serving 
young  children  through  the  Child  Care  and  Development  Block 
Grant  and  the  Head  Start  Program.  We  are  seeking  increases  for 
these  two  programs,  as  well  as  Adoption  Incentives  and  Adoption 
Opportunities,  programs  for  persons  with  developmental  disabil- 
ities, and  Violent  Crime  Reduction  programs.  I  would  like  to  high- 
light a  few  of  our  key  programmatic  initiatives  in  these  areas. 
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CHILD  CARE  INITIATIVE 

The  Clinton  Administration  has  been  committed  to  making  work 
pay  through  a  variety  of  supports  for  working  families,  including 
the  Earned  Income  Tax  Credit,  Family  and  Medical  Leave,  and 
Child  health  insurance.  In  this  year's  budget  proposal,  the  Presi- 
dent is  making  the  next  installment  on  his  commitment  to  working 
families  with  the  Child  Care  Initiative.  As  the  President  said  in  his 
State  of  the  Union  Address,  "No  American  family  should  ever  have 
to  choose  between  the  job  they  need  and  the  child  they  love."  This 
initiative  supports  parents'  choices  so  that  they  will  be  able  to  find 
and  afford  quality  child  care. 

At  the  White  House  Conference  on  Child  Care  in  October,  we 
heard  from  people  from  all  walks  of  life  about  the  importance  of 
high  quality  child  care  choices  for  parents  who  work.  The  experi- 
ence of  these  parents,  providers,  health  professionals,  and  others 
echoes  the  message  that  recent  brain  research  has  taught  us:  For 
children  in  child  care,  the  quality  of  that  care  has  a  tremendous 
impact  on  their  development  and  readiness  to  learn. 

In  support  of  this  initiative,  we  are  requesting  approximately  $2 
billion  in  increases  for  child  care  in  fiscal  year  1999.  Of  this 
amount,  $1.8  billion  is  entitlement  funding  to  expand  child  care 
subsidies  to  reach  a  million  additional  children  by  2003  and  to  cre- 
ate the  Early  Learning  Fund.  This  Fund  will  enable  States  to  pro- 
vide challenge  grants  to  communities  to  protect  the  health  and 
safety  of  the  youngest  and  most  vulnerable  children  in  child  care 
and  promote  their  early  learning  and  development. 

In  addition,  the  Administration  requests  $180  million  in  discre- 
tionary funds  for  several  programs  targeted  to  improving  the  qual- 
ity of  care.  The  funds  will  support  a  National  Child  Care  Provider 
Scholarship  Fund  to  improve  provider  training  and  reduce  turn- 
over, a  Standards  Enforcement  Fund  to  allow  States  to  enforce 
their  own  health  and  safety  standards  by  hiring  more  inspectors 
and  increasing  the  number  of  licensing  visits  to  child  care  pro- 
grams, and  a  Research  and  Evaluation  Fund  to  provide  research 
into  child  care  issues  for  low-income  working  families,  consumer 
education,  and  to  establish  a  national  hotline  to  link  families  with 
resources. 

HEAD  START 

The  Head  Start  program  fosters  the  development  of  young  chil- 
dren from  low-income  families  and  enables  them  to  function  at 
their  highest  potential.  There  is  an  increasing  body  of  evidence 
which  supports  the  advantages  which  accrue  to  disadvantaged  chil- 
dren and  families  who  attend  Head  Start.  Studies  demonstrate  the 
Head  Start  programs  produce  immediate  gains  across  a  diverse 
range  of  areas,  such  as  cognitive  functioning,  academic  readiness 
and  achievement,  self-esteem,  social  behavior,  and  physical  health. 
Studies  also  show  that  Head  Start  children  have  better  high  school 
attendance  rates,  are  less  frequently  retained  in  grade,  and  have 
less  need  for  special  education. 

Because  Head  Start  makes  a  difference,  we  are  requesting  $4.7 
billion  for  fiscal  year  1999,  a  $305  million  increase.  This  level  will 
support  30,000  to  36,000  additional  infants,  toddlers,  and  pre- 


731 


school  children  and  their  families;  moving  towards  the  Presidents 
goal  of  providing  services  to  1  million  children  by  the  year  2002. 

Because  early  investment  in  children  gives  them  the  best  chance 
of  continued  success,  we  will  double  the  number  of  Early  Head 
Start  children  served  to  a  total  of  nearly  80,000  infants  and  tod- 
dlers by  2002.  Our  1999  request  will  support  nearly  50,000  infants 
and  toddlers,  an  increase  of  10,000  over  the  1998  enrollment. 

We  have  made  dramatic  progress  toward  developing  an  outcome- 
oriented  accountability  system  for  Head  Start  which  can  be  used  to 
determine  the  quality  and  effectiveness  of  Head  Start  programs. 
The  first  results  from  our  pilot  give  us  reason  for  encouragement — 
the  quality  of  classrooms  is  good,  and,  perhaps  most  important, 
program  quality,  including  small  class  sizes,  good  adult  to  child  ra- 
tios, and  richer  teacher-child  interactions  is  related  to  children's 
outcomes,  such  as  the  development  of  language  skills. 

CHILD  WELFARE  AND  CHILD  PROTECTION 

This  budget  reflects  a  strong  Administration  commitment  to  the 
safety,  permanent  placement,  and  well-being  of  children  who  have 
been  abused  or  neglected  or  are  in  danger  of  abuse  or  neglect.  Each 
year  millions  of  children  are  the  subject  of  a  report  of  abuse  or  ne- 
glect. About  40  percent  of  these  reports  are  substantiated,  affecting 
nearly  1  million  children  a  year.  During  1995,  over  450,000  chil- 
dren were  in  foster  care,  an  increase  of  almost  42  percent  since 
1988.  While  many  of  these  children  will  return  home,  nearly 
100,000  will  not.  These  are  our  most  vulnerable  children. 

In  response  to  these  staggering  numbers,  Congress  enacted  the 
Adoption  and  Safe  Families  Act  of  1997.  We  are  pleased  that  this 
budget  includes  increases  of  $20  million  in  the  Adoption  Incentive 
Program  and  $4  million  in  the  Adoption  Opportunities  Program  in 
order  to  implement  the  act.  Our  goal  is  to  double  the  number  of 
children  who  are  adopted  from  the  foster  care  system  or  placed  in 
other  permanent  settings  from  27,000  in  1996  to  54,000  in  the  year 
2002. 

PROGRAMS  TO  REDUCE  VIOLENT  CRIME 

The  fiscal  year  1999  request  includes  $105  million  to  reduce  the 
violence  that  threatens  all  of  us  and  cuts  short  too  many  lives.  In 
addition  to  the  $15  million  requested  for  the  Education  and  Pre- 
vention Grants  to  Reduce  Sexual  Abuse  of  Runaway,  Homeless, 
and  Street  Youth,  these  funds  include  $88.8  million  for  the  Family 
Violence  Program,  and  $1.2  million  to  continue  the  activities  of  the 
National  Domestic  Violence  Hotline.  Over  160,000  calls  have  been 
answered  since  the  hotline  became  operational  in  1996. 

PROGRAMS  FOR  PERSONS  WITH  DEVELOPMENTAL  DISABILITIES 

We  are  requesting  a  $5  million  increase  to  implement  the  pro- 
gram authorized  under  the  Families  of  Children  with  Disabilities 
Support  Act.  This  demonstration  authority  offers  States  a  small 
but  crucial  set  of  resources  to  assist  these  families  to  achieve  self- 
sufficiency  by  addressing  such  problems  as  inadequate  child  care 
options,  missed  job  training  or  job  opportunities,  and  the  loss  of 
medical  assistance. 
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In  conclusion,  I  would  like  to  say  that  the  agency's  planning  doc- 
uments required  under  the  Government  Performance  and  Results 
Act  (GPRA)  and  its  budget  are  being  displayed  together  for  the 
first  time.  The  Administration  for  Children  and  Families  is  com- 
mitted to  the  achievement  of  results,  to  the  measurement  of  re- 
sults, and  to  working  jointly  with  our  State  and  local  and  nonprofit 
partners  to  achieve  those  results.  The  priorities  reflected  in  our  fis- 
cal year  1999  budget  support  the  strategic  goals  which  have  been 
developed  in  our  performance  plan  and  are  consistent  with  the 
HHS  strategic  plan  transmitted  to  Congress  on  September  30, 
1997.  Targets  in  the  performance  plan  could  change  based  upon 
final  congressional  appropriations  action. 

We  look  forward  to  Congress*  feedback  on  the  usefulness  of  our 
plan,  as  well  as  to  working  with  Congress  on  achieving  the  goals 
in  the  plan.  Mr.  Chairman,  I  wanted  to  say  a  particular  personal 
thank  you  for  your  commitment  to  GPRA.  We've  been  finding  that 
it  has  really  helped  us  focus  on  the  work  with  our  partners  toward 
achieving  results. 

Thank  you,  Mr.  Chairman.  I  will  be  happy  to  answer  any  ques- 
tions that  you  and  the  committee  may  have  at  this  time. 

[The  prepared  statement  follows:] 


733 


Statement 
of 

Olivia  Golden 
Administration  for  Children  and  Families 
Department  of  Health  and  Human  Services 
before  the 

Subcommittee  on  the  Department  of  Labor,  Health,  and  Human 
Services,  Education,  and  Related  Agencies 
Committee  on  Appropriations 
U.S.  House  of  Representatives 


March  5,  1998 


734 


Mr.  Chairman  and  members  of  the  subcommittee,  I  am 
pleased  to  present  the  President's  budget  request  for  the 
Administration  for  Children  and  Families  (ACF)  for  FY 
1999.     I  am  accompanied  by  Dennis  Williams,  Deputy 
Assistant  Secretary  for  Budget  for  the  Department. 

President  Clinton  has  presented  to  Congress  the  first 
balanced  budget  in  30  years.     It  addresses  the  concerns  of 
Americans,  serves  their  interests,  and  creates 
opportunity.     This  budget  keeps  faith  with  the 
longstanding  commitments  of  this  Department.     Even  in  this 
time  of  limited  resources,  the  budget  includes  significant 
increases  for  several  of  our  programs.     In  keeping  with 
this  Administration's  policy  to  increase  support  for 
programs  that  promote  economic  security  and  independence 
and  healthy  development  for  our  children,  while  working 
toward  more  efficient  government,  our  budget  is  targeted 
in  areas  that  have  produced  significant  payoffs. 

The  FY  1999  budget  for  the  Administration  for 
Children  and  Families  is  $40  billion,  of  which  $21  billion 
is  being  requested  in  new  budget  authority.     The  remaining 
$19  billion  is  available  through  the  Personal 
Responsibility  and  Work  Opportunity  Reconciliation  Act  of 
1996.     Entitlement  programs  represent  approximately  $31 
billion  of  our  $40  billion  budget. 
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While  the  Administration  for  Children  and  Families 
funds  a  wide  range  of  programs,   including  Low  Income  Home 
Energy  Assistance,  Community  Services,  programs  for 
persons  with  developmental  disabilities,  Native  Americans, 
and  refugees,  over  65  percent  of  ACF's  $8.7  billion 
discretionary  spending  supports  programs  serving  young 
children  through  the  Child  Care  and  Development  Block 
Grant  and  the  Head  Start  program.     We  are  seeking 
increases  for  these  two  programs,  as  well  as,  Adoption 
Incentives  and  Adoption  Opportunities,  programs  for 
persons  with  developmental  disabilities,  and  Violent  Crime 
Reduction  programs.     I  would  like  to  highlight  a  few  of 
our  key  programmatic  initiatives  in  these  areas. 


Child  Care  Initiative 
The  Clinton  Administration  has  been  committed  to 
making  work  pay  through  a  variety  of  supports  for  working 
families,   including  the  Earned  Income  Tax  Credit,  Family 
and  Medical  Leave,  and  child  health  insurance.     In  this 
year's  budget  proposal,  the  President  is  making  the  next 
installment  on  his  commitment  to  working  families  with  his 
Child  Care  Initiative.     As  the  President  said  in  his  State 
of  the  union  Address,   "No  American  family  should  ever  have 
to  choose  between  the  job  they  need  and  the  child  they 
love."     This  initiative  supports  parents'  choices,   so  that 
they  will  be  able  to  find  and  afford  quality  child  care. 
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At  the  White  House  Conference  on  Child  Care  in 
October,  we  heard  from  people  from  all  walks  of  life  about 
the  importance  of  high  quality  child  care  choices  for 
parents  who  work.     The  experience  of  these  parents, 
providers,  health  professionals,  and  others  echoes  the 
message  that  recent  brain  research  has  taught  us:  For 
children  in  child  care,  the  quality  of  that  care  has  a 
tremendous  impact  on  their  development  and  readiness  to 
learn. 

In  support  of  this  initiative,  we  are  requesting 
approximately  $2  billion  in  increases  for  child  care  in  FY 
1999.     Of  this  amount,  $1.8  billion  is  entitlement  funding 
to  expand  child  care  subsidies  to  reach  a  million 
additional  children  by  2003  and  to  create  the  Early 
Learning  Fund.     This  Fund  will  enable  States  to  provide 
challenge  grants  to  communities  to  protect  the  health  and 
safety  of  the  youngest  and  most  vulnerable  children  in 
child  care  and  promote  their  early  learning  and 
development. 

In  addition,  the  Administration  requests  $180  million 
in  discretionary  funds  for  several  programs  targeted 
toward  improving  the  quality  of  care.     The  funds  will 
support  a  National  Child  Care  Provider  Scholarship  Fund  to 
improve  provider  training  and  reduce  turnover,  a  Standards 
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Enforcement  Fund  to  allow  States  to  enforce  their  own 
health  and  safety  standards  by  hiring  more  inspectors  and 
increasing  the  number  of  licensing  visits  to  child  care 
programs,  and  a  Research  and  Evaluation  Fund  to  provide 
research  into  child  care  issues  for  low- income  working 
families,  consumer  education  and  to  establish  a  National 
hotline  to  link  families  with  resources. 

Head  Start 

The  Head  Start  program  fosters  the  development  of 
young  children  from  low-income  families  and  enables  them 
to  function  at  their  highest  potential.     There  is  an 
increasing  body  of  evidence  which  supports  the  advantages 
which  accrue  to  disadvantaged  children  and  families  who 
attend  Head  Start.     Studies  demonstrate  that  Head  Start 
programs  produce  immediate  gains  across  a  diverse  range  of 
areas  such  as  cognitive  functioning,  academic  readiness 
and  achievement,  self-esteem,  social  behavior  and  physical 
health.     Studies  also  show  that  Head  Start  children  have 
better  high  school  attendance  rates,  are  less  frequently 
retained  in  grade  and  have  less  need  for  special 
education. 

Because  Head  Start  makes  a  difference,  we  are 
requesting  $4.7  billion  for  FY  1999,  a  $305  million 
increase.     This  level  will  support  30,000  to  36,000 
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additional  infants,  toddlers,  children  and  their  families; 
moving  toward  the  President's  goal  of  providing  services 
to  1  million  children  by  the  year  2002. 

Because  early  investment  in  children  gives  them  the 
best  chance  of  continued  success,  we  will  double  the 
number  of  Early  Head  Start  children  served  to  a  total  of 
nearly  80,000  infants  and  toddlers  by  2002.     Our  1999 
request  will  support  nearly  50,000  infants  and  toddlers, 
an  increase  of  10,000  over  the  1998  enrollment. 

We  have  made  dramatic  progress  toward  developing  an 
outcome-oriented  accountability  system  for  Head  Start 
which  can  be  used  to  determine  the  quality  and 
effectiveness  of  Head  Start  programs.     The  first  results 
give  us  reason  for  encouragement:     the  quality  of  most 
classrooms  is  good  —  and  perhaps  most  important,  program 
quality,   including  small  class  sizes,  good  adult  to  child 
ratios,  and  richer  teacher-child  interactions  is  related 
to  children's  outcomes. 


This  budget  reflects  a  strong  Administration 
commitment  to  the  safety,  permanent  placement,  and  well- 
being  of  children  who  have  been  abused  or  neglected  or  are 
in  danger  of  abuse  or  neglect.     Each  year,  millions  of 


Child  Welfare  and  Child  Protection 
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children  are  the  subject  of  a  report  of  abuse  or  neglect. 
About  40%  of  these  reports  are  substantiated,  affecting 
nearly  1  million  children  a  year.     During  1995,  over 
450,000  children  were  in  foster  care,  an  increase  of 
almost  42%  since  1988.     While  many  of  these  children  will 
return  home,  nearly  100,000  will  not.     These  are  our  most 
vulnerable  children. 

In  response  to  these  staggering  numbers,  Congress 
enacted  the  Adoption  and  Safe  Families  Act  of  1997.  We 
are  pleased  that  this  budget  includes  increases  of  $20 
million  in  the  Adoption  Incentive  Program  and  $4  million 
in  the  Adoption  Opportunities  Program  to  implement  this 
Act.     Our  goal  is  to  double  the  number  of  children  who  are 
adopted  from  the  foster  care  system  or  placed  in  other 
permanent  settings  from  27,000  in  1996  to  54,000  in  2002. 

Programs  to  Reduce  Violent  Crime 
The  FY  1999  request  includes  $105  million  to  reduce 
the  violence  that  threatens  all  of  us  and  cuts  short  too 
many  lives.     In  addition  to  the  $15  million  requested  for 
the  Education  and  Prevention  Grants  to  Reduce  Sexual  Abuse 
of  Runaway,  Homeless  and  Street  Youth,  these  funds  include 
$88.8  million  for  the  Family  Violence  Program;  and  $1.2 
million  to  continue  the  activities  of  the  National 
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Domestic  Violence  Hotline.     Over  160,000  calls  have  been 
answered  since  the  hotline  became  operational  in  1996. 

Programs  for  Persons  with  Developmental  Disabilities 
We  are  requesting  a  $5  million  increase  to  implement 
the  program  authorized  under  the  Families  of  Children  with 
Disabilities  Support  Act.     This  demonstration  authority 
offers  States  a  small  but  crucial  set  of  resources  to 
assist  these  families  achieve  self-sufficiency  by 
addressing  such  problems  as  inadequate  child  care  options, 
missed  job  training  or  job  opportunities  and  the  loss  of 
medical  assistance. 

Conclusion 

In  conclusion,   I  would  like  to  say  the  agency's 
planning  documents  required  under  the  Government 
Performance  and  Results  Act   (GPRA)   and  its  budget  are 
being  displayed  together  for  the  first  time.  The 
Administration  for  Children  and  Families  is  committed  to 
the  achievement  of  results,  to  the  measurement  of  results, 
and  to  jointly  working  with  its  partners.     The  priorities 
reflected  in  the  Administration  for  Children  and  Families' 
FY  1999  budget  support  the  strategic  goals  which  have  been 
developed  in  our  performance  plan  and  are  consistent  with 
the  HHS  Strategic  Plan  transmitted  to  Congress  on 
September  30,   1997.     Targets  in  the  performance  plan  could 
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change  based  upon  final  Congressional  appropriations 
action.     We  look  forward  to  Congress'  feedback  on  the 
usefulness  of  our  plan,  as  well  as  to  working  with 
Congress  on  achieving  the  goals  laid  out  in  our  plan. 

Thank  you,  Mr.  Chairman.     I  will  be  happy  to  answer 
any  questions  you  and  the  committee  may  have  at  this  time. 
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GPRA-HEAD  START 

Mr.  Porter.  Thank  you,  Secretary  Golden.  Since  you  began  with 
the  President's  budget,  I  have  to  begin  with  my  sermonette,  which 
goes  something  like  this.  The  President's  budget  includes  $100  bil- 
lion in  new  revenue  increases  over  the  next  five  years  in  order  to 
achieve  balance.  It  is  extremely  unlikely  that  we're  going  to  see 
this  fiscal  year  any  of  that  enacted  into  law.  I  may  be  wrong,  but 
my  read  is  that  it  is  very  unlikely  that  any  of  it  will  come  about 
this  year.  Which  means  that  the  budget  therefore  overstates  spend- 
ing for  the  next  five  years,  at  least  at  this  point,  by  the  same  $100 
billion.  Which  makes  it  more  difficult  for  us  because  our  allocations 
will  be  lower  to  meet  the  kinds  of  suggested  increases  that  the 
President  has  put  into  the  budget.  Obviously,  we  hope  that  we 
have  more  resources.  But  I  think  the  reality  of  it  is  we  probably 
will  not  and  that  will  make  it  more  difficult  for  us  to  fund  the  kind 
of  priorities  that  you've  mentioned  so  prominently  in  your  testi- 
mony. That's  simply  a  backgrounder. 

Let's  begin  with  what  the  General  Accounting  Office  has  testified 
before  this  subcommittee  concerning  the  implementation  of  GPRA. 
They  cited  Head  Start  as  being  an  example  of  a  grant  program  that 
was  very  difficult  to  deal  with  under  the  Results  Act.  The  program 
was  designed  for  maximum  local  autonomy  and  the  data  that  is  re- 
ported to  the  Department  is  self-reported  and  unvalidated.  It  is  pri- 
marily input  data,  that  is,  the  meeting  of  standards  and  not  out- 
come data.  Of  course,  the  ultimate  test  is  how  well  Head  Start  stu- 
dents do  in  school  in  the  years  after  they  graduate  from  the  pro- 
gram. This  requires  a  major  tracking  and  evaluation  effort  on  your 
agency's  part.  That  would  seem  to  me  to  be  an  integral  part  of  de- 
termining what  difference  Head  Start  makes  in  the  lives  of  young 
children. 

How  are  you  approaching  this  major  effort  to  track  Head  Start 
students  after  they  leave  the  program?  And  how  much  is  it  going 
to  cost  you  to  do  this  in  the  right  way? 

Ms.  Golden.  I'm  actually  delighted  to  talk  about  this  because  I 
think  it's  a  big  success  story.  Now  that  you've  highlighted  that 
GAO,  before  they  saw  our  plan,  thought  it  was  going  to  be  a  real 
difficulty,  I  actually  think  this  may  be  a  particularly  important 
area  that  we  may  all  want  to  highlight. 

Since  the  1994  reauthorization  where  Congress  told  us  to  focus 
on  measures  and  outcomes,  we've  been  very  serious  about  creating 
the  ability  to  assess  and  report  the  outcomes  for  Head  Start  chil- 
dren. For  example,  we  want  to  assess  and  report  cognitive  out- 
comes; the  academics  call  it  early  numeracy  and  literacy,  or  the 
kinds  of  skills  that  you  would  see  in  a  four  year  old  that  would 
make  it  likely  they  would  succeed  in  school.  We've  put  the  invest- 
ment into  measuring  those  outcomes. 

You'll  see  in  our  GPRA  plan  that  we  completed  a  pilot  last 
spring,  which  was  a  nationally  representative  sample.  This  year 
we're  carrying  out  the  first  year  work.  Even  from  the  pilot  we 
learned  a  lot,  because  what  we're  doing  is  looking  both  at  outcomes 
and  at  quality  of  the  programs.  In  the  past,  we  were  able  to  look 
at  quality  but  we  didn't  have  the  outcome  information  to  see  how 
they  matched  up.  What  we  learned  from  the  pilot  is  both  that  qual- 
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ity  was  good  and  that  the  outcomes  looked  good.  We  also  learned 
that  if  you  looked  across  programs,  higher  quality  linked  to  better 
outcomes  in  the  way  you  would  hope  was  true,  especially  in  terms 
of  the  language  and  literacy  skills. 

We've  made  the  investment  together  with  a  range  of  researchers 
to  go  from  the  pilot  to  this  year's  sample.  We're  working  with  oth- 
ers in  the  Administration  in  our  hope  to  have  a  sample  that  can 
continue  so  that  we'll  also  be  able  to  look  at  the  children  after  they 
enter  school.  We  are  going  to  set  the  baselines  and  targets  once  we 
have  this  year's  information. 

It  sounded  from  the  GAO  comments  before  they  saw  this  plan  as 
though  they  thought  it  would  be  hard  because  of  local  autonomy. 
But  I  actually  think  that  while  Head  Start  programs  care  enor- 
mously about  the  ability  to  tailor  services  to  the  local  community, 
they  do  share  a  conception  of  what  quality  is  and  what  good  results 
for  children  would  be.  We've  done  a  lot  of  consultation  and  have 
had  a  real  shared  sense  of  excitement  about  being  able  to  collect 
this  information.  We're  very  proud  of  that. 

HEAD  START  RESEARCH 

Mr.  Porter.  Let  me  have  you  respond  specifically  to  some  of  the 
things  that  were  in  the  GAO  report  and  you  can  tell  me  whether 
they  didn't  have  the  plan  or  they're  not  thinking  in  the  correct  way. 

"The  body  of  research,"  this  is  from  GAO,  "The  body  of  research 
on  current  Head  Start  is  insufficient  to  draw  conclusions  about  the 
impact  of  the  national  program."  "No  single  study  used  a  nationally 
representative  sample,  permitting  findings  to  be  generalized  to  the 
national  program."  "Although  the  body  of  literature  on  Head  Start 
is  extensive,  the  number  of  impact  studies  was  insufficient  to  allow 
us  to  draw  conclusions  about  the  impact  of  the  national  Head  Start 
program."  "No  completed  large-scale  evaluation  of  any  outcome  of 
Head  Start  that  used  a  nationally  representative  sample  was  found 
in  our  review."  "Most  of  the  research  that  HHS  cited  as  evidence 
of  Head  Start's  impact  is  outdated,  however,  and,  as  previously 
mentioned,  insufficient  research  has  been  done  in  the  past  20  years 
to  support  drawing  conclusions  about  the  current  program." 

Those  are  fairly  definitive  statements  made  by  GAO.  Can  you  re- 
spond to  them? 

Ms.  Golden.  Sure.  We  believe  that  those  statements  are  not  cor- 
rect. There  is  an  important  review  of  the  literature  that  the  Pack- 
ard Foundation  just  did.  Also  there  are  also  summaries  of  the  lit- 
erature done  by  the  Advisory  Committee  on  Head  Start  which  in- 
cluded distinguished  researchers,  and  was  a  bi-partisan  group.  I 
would  say  that  the  consensus  of  the  researchers  looking  at  the  re- 
search is  that  there  is  clear  evidence  across  a  range  of  studies  of 
the  impact  of  Head  Start  on  school  readiness.  There's  a  smaller 
pool  of  studies  that  address  those  impacts  that  appear  later,  such 
as  reduced  use  of  special  education. 

GAO  used  criteria  to  select  studies  based  on  more  narrow  criteria 
than  most  of  the  distinguished  researchers  in  the  field  have  used. 
At  the  same  time,  I  share  their  view  that  we  should  be  continuing 
to  seriously  invest  in  research.  That's  why  we've  made  the  invest- 
ment in  outcome  measurement.  We're  also  doing  an  Early  Head 
Start  a  research  study  that  is  a  random  assignment  study  and  in- 
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eludes  an  extraordinary  array  of  distinguished  research  partners. 
We're  making  a  range  of  investments  to  extend  what  already  exists 
to  the  next  steps. 

HEAD  START  PERFORMANCE  MEASURES 

Mr.  Porter.  The  Department's  press  release  on  the  1999  budget 
says  with  respect  to  Head  Start  that,  "Program  qualities  improved, 
including  increased  salaries  for  Head  Start  teachers,  improved  fa- 
cilities for  children,  and  safer  and  better  equipment."  These  are 
not,  of  course,  performance  measures.  Can  you  cite  any  empirical 
data  to  indicate  that  these  inputs  actually  improve  the  readiness 
of  children  in  Head  Start  for  school  and  improve  their  success  in 
school? 

In  looking  at  your  annual  performance  report,  you  have  about  15 
or  so  performance  goals  listed  for  Head  Start.  It  looks  to  us  like 
10  of  these  are  simply  listed  with  the  phrase  "measure  and  base- 
line to  be  established  by  1999."  This  does  not  seem  adequate  to  us 
when  we  are  looking  at  nearly  a  $5  billion  request  for  the  program. 
Don't  you  believe  that  Congress  is  entitled  to  more  than  this  when 
you  are  asking  us  to  appropriate  that  amount  of  money? 

Will  you  describe  for  us  some  of  the  principal  performance  goals 
in  your  annual  plan  for  Head  Start,  how  you  went  about  establish- 
ing them,  and  how  you  intend  to  actually  measure  and  validate  re- 
sults? 

Ms.  Golden.  As  I  had  the  chance  to  explain  a  moment  ago,  the 
performance  measures  where  the  baseline  is  about  to  be  estab- 
lished are  ones  where  we've  made  the  investment  in  collecting  in- 
formation for  the  first  time  from  a  national  sample.  We  carried  out 
the  pilot  last  spring  and  we're  carrying  out  the  sample  this  year. 
I  think  it  is  a  very  exciting  first.  It  is  collecting  information  from 
a  national  sample  on  children's  cognitive  development,  their  devel- 
opment in  terms  of  the  pre-literacy  skills,  their  social/emotional  de- 
velopment, what  teachers  and  parents  assess  about  their  develop- 
ment. We  think  that  is  very  important.  It  adds  to  a  range  of  other 
outcome  measures  we  had  before,  for  example,  children's  health. 
But  we  added  to  that  by  investing  in  collecting  all  of  that  outcome 
information. 

That  outcome  information  provides  one  of  the  key  empirical 
pieces  of  evidence  that  you  asked  me  about  at  the  beginning.  One 
of  the  things  we  learned  from  the  pilot,  which  is  consistent  with 
previous  research — is  that  key  process  measures,  teacher  qualifica- 
tions and  retention,  for  example,  do  relate  to  the  key  outcomes. 
We're  excited  about  that.  I  think  it  is  consistent  with  what  pre- 
vious research  shows.  We  think  that  it  is  centrally  important  to  be 
carrying  out  that  major  outcome  effort. 

Just  one  other  thing  about  why  that  investment  in  outcomes  is 
so  important.  It  is  not  only  important  for  Head  Start,  it's  important 
for  child  care  and  the  education  world  because  what  we're  doing  is 
groundbreaking  and  it's  of  interest  to  the  range  of  people  in  the 
education  world  and  in  the  child  care  community  who  have  also 
been  looking  for  measurement  strategies  that  would  work  in  early 
childhood  education.  The  GPRA  legislation  and  focus  as  well  as  the 
1994  reauthorization  have  really  stimulated  some  important  work. 

Mr.  Porter.  Thank  you,  Secretary  Golden. 
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Mr.  Hoyer. 

Mr.  HOYER.  Thank  you,  Mr.  Chairman. 
Welcome,  Secretary  Golden.  Good  to  see  you. 
Ms.  Golden.  Thank  you. 

HEAD  START  GRANTEES 

Mr.  HOYER.  How  many  Head  Start  programs  are  there  now  in 
the  United  States? 

Ms.  Golden.  There  are  about  1,600  grantees.  If  you  add  in  dele- 
gate agencies,  I  think  it's  probably  over  2,000. 

Mr.  Hoyer.  If  you  add  in  what  agencies? 

Ms.  Golden.  If  you  add  in  delegate  agencies,  which  are,  for  ex- 
ample, grantees  working  with  other  nonprofit  agencies  in  their 
communitees  to  serve  children. 

Mr.  HOYER.  Are  we  talking  about  1,600  grantees  with  maybe  400 
subcontractors? 

Ms.  Golden.  Yes.  I  don't  know  the  exact  number  of  delegate 
agencies,  but  that's  about  right. 
Mr.  Hoyer.  Is  that  the  concept? 
Ms.  Golden.  That's  about  right. 

Mr.  Hoyer.  So  we  are  talking  about  approximately  1,600  pro- 
grams? 
Ms.  Golden.  That's  right. 

Mr.  Hoyer.  As  you  know,  I  have  had  a  discussion  with  Secretary 
Shalala  and  some  of  your  predecessors  over  a  long  period  of  time 
and  have  talked  about  the  fact  that  for  30  years  we  concentrated 
on  process.  How  many  Head  Start  grantees  do  we  have  on  the  list 
now? 

Ms.  Golden.  I  don't  know  the  exact  number  of  seriously  deficient 
grantees  at  this  point.  Typically,  I  think  we've  been  dealing  with 
20  grantees  at  one  time,  something  like  that.  The  numbers  aren't 
large  but  it's  critically  important  to  address  them  because  you're 
both  able  to  turn  around  quality  in  that  program  and  send  a  signal 
to  other  programs.  That's  been  very  important. 

One  of  the  things  we've  seen  over  the  last  few  years  is  that  the 
quality  of  Head  Start  programs,  as  demonstrated  by  our  monitor- 
ing, has  gone  up  and  the  number  of  seriously  deficient  grantees  has 
gone  down  as  we've  focused  both  on  tough  enforcement  and  on 
quality  support. 

Mr.  Hoyer.  How  many  grantees,  if  any,  were  canceled  last  year? 

Ms.  Golden.  Certainly  some  were.  I  don't  know  the  exact  num- 
ber for  last  year. 

Mr.  Hoyer.  I  would  like  the  exact  number  of  grantees  that  were 
canceled  last  year  and  I  would  like  to  know  who  they  are  for  the 
record.  I  would  also  like  the  list  of  the  at  risk  grantees. 

Ms.  Golden.  I'll  check.  I'm  sure  that  at  the  point  where  we've 
officially  notified  them  it  should  become  public. 

[The  information  follows:] 
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HEAD  START  -  HIGH  RISK  GRANTEES 


There  are  currently  3  0  Head  Start  grantees  that  are  designated 
"high  risk".     They  are: 

Action  for  Bridgeport  Community  Development 
Bridgeport,  CT 

Middlesex  County  Opportunity  Corporation 
North  Brunswick,  NJ 

Schenectady  Community  Action  Program 
Schenectady,  NY 

Virgin  Islands  Department  of  Human  Services 
Frederiskted,  VI 

Little  Neighborhood  Center 
Philadelphia,  PA 

Community  Progress  Council,  Inc. 
York,  PA 

Capital  Area  CAA 
Tallahassee,  Florida 

Mobile  Community  Action,  Inc. 
Prichard,  Alabama 

Harambee  Child  Development  Council,  Inc. 
Albany,  GA 

Community  Action  of  Southern  Indiana 
Jefferson,  IN 

Erie-Huron  Counties  Community  Action  Commission 
Sandusky,  OH 

Heartland  Community  Action  Agency,  Inc. 
Willmar,  MN 

Douglas  Community  Services 
Hannibal,  MO 

California  Human  Development  Corporation 
Santa  Rosa,  CA 

East  Bay  Perinatal  Council 
Oakland ,  CA 


Community  Action  Agency  of  Butte  County 
Oroville,  CA 
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Frederick  Douglas  Child  Development  Center 
Los  Angeles,  CA 

Tacoma  Public  Schools 
Tacoma ,  WA 

Community  Child  Care  Center 
Pullman.  WA 

Clallem-Jef ferson  CAC 
Port  Townsend,  WA 

Havasupai  Tribe 
Supai ,  AZ 

Tohono  Od'ham  Nation 
Sells,  AZ 

Quechan  Tribal  Council 
Yuma,  AZ 

Round  Valley  Tribe 
Covelo,  CA 

Coeur  D'Alene  Tribe 
Desmet,  ID 

Mescalero  Apache  Tribe 
Mescalero,  NM 

Chehalis  Tribal  Business  Council 
Oakville,  WA 

Nisqually  Indian  Tribe 
Olympia,  WA 

Texas  Migrant  Council 
Texas 

Idaho  Migrant  Council 
Idaho 


During  this  past  year,  16  grantees  have  either  been 
terminated  and/ or  relinquished  their  Head  Start  grant. 
Since  October  1,  1993,  a  total  of  89  grantees  have  been 
terminated  and/ or  relinquished  their  Head  Start  grant. 
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HEAD  START  GRANTEES  TERMINATED  OR  WHO  VOLUNTARILY 
RELINQUISHING  A  HEAD  START  GRANT  SINCE  3/1/97 
16  Grantees 

TERMINATED 

Central  Arkansas  Economic  Development  Corporation 
Forrest  City,  AR 

VOLUNTARILY  RELINQUISED 

Clark-Atlanta  University 
Atlanta,  GA 

First  Baptist  Church  of  Apple  Street 
Burlington,  North  Carolina 

Anderson-Oconee  Head  Start  Project,  Inc, 
Anderson,  South  Carolina 

CAA  of  Calhoun-Cleburne  and  Cherokee  Counties 
Anniston,  Alabamha 

West  Central  Illinois  Legal  Assistance 
Galesburg,  IL 

Community  Action  for  United  Servces  (CAUSE) 
Hillsboro,  Texas 

Reeves  County  CAA 
Pecos,  TX 

Tulsa  Community  Action  Agency 
Tulsa,  OK 

Gulf  Coast  CSA  (partial  relinquishment) 
Houston,  TX 

Gingerbread  Preschool  and  Day  Care 
Hastings,  NE 

Frederick  Douglas  Child  Development  Center 
Los  Angeles,  CA 

City  of  Seattle 
Seattle,  WA 

Canyon  County  Head  Start  Friends,  Inc. 
Caldwell,  ID 

Human  Services  Center,  Inc. 
Idaho  Falls,  ID 

Coastal  CAP 
Aberdeen,  WA 
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HEAD  START  COLLABORATION 

Mr.  Hoyer.  As  you  know,  I  am  very  interested  in  coordinated 
services,  particularly  as  it  relates  to  children  and  families.  What  ef- 
forts are  you  making  to  coordinate  within  the  Department  of 
Health  and  Human  Services,  Department  of  Education,  Depart- 
ment of  Labor,  USD  A,  and  HUD?  There  may  be  other  agencies  that 
would  be  useful  collaborative  partners. 

Ms.  Golden.  Those  are  key.  Actually  I  was  at  an  Early  Head 
Start  program  the  other  day  which  had  collaborated  with  the  De- 
partment of  Defense.  They  were  located  in  a  Department  of  De- 
fense child  care  center.  The  Department  of  Justice  is  sometimes  a 
collaborator  of  ours  as  well.  I  would  just  underline  my  agreement 
with  your  commitment  over  the  years  to  focus  on  collaboration.  The 
only  way  to  make  services  work  for  children  and  families  is  to  put 
the  pieces  together. 

In  my  experience,  we  have  to  do  that  in  two  ways.  One  is  in  the 
community.  We  have  to  make  sure  that  local  child  care  and  Head 
Start  and  Early  Head  Start  programs  have  the  flexibility  as  well 
as  the  clear  direction  and  expectation  that  they'll  reach  out  to  other 
programs  at  the  community  level.  And  at  the  Federal  level,  we 
have  to  stress  building  those  bridges. 

Just  a  couple  of  examples,  and  there  are  many.  Last  year  we  pro- 
vided our  Head  Start  expansion  resources  with  a  reward — with  an 
incentive  for  those  programs  that  were  building  links  to  child  care. 
|  And  as  I've  been  travelling  in  the  last  few  months,  I  have  seen  a 
lot  of  really  interesting  collaborations.  The  State  of  Maine  has  put 
together  a  statewide  child  care-Head  Start  collaboration  in  re- 
sponse to  that  initiative.  I  was  just  in  Connecticut  following  a  field 
hearing  where  I  saw  Congresswoman  DeLauro  and  had  the  chance 
to  meet  with  a  group  of  people  that  put  together  a  bipartisan  initia- 
tive there  which  brought  together  the  State  Department  of  Edu- 
cation, local  school  systems,  child  care,  and  Head  Start  to  focus  on 
quality  care  for  three  and  four  year-olds.  What  they're  doing,  and 
this  is  an  interesting  innovation,  is  making  the  resources  available 
to  programs  that  will  accept  either  the  Head  Start  performance 
standards  as  the  real  gold  seal  of  quality  or  NAEYC  accreditation. 
And  they're  doing  that  with  State  resources.  So  those  are  just  a 
couple  of  examples. 

We've  been  trying  with  all  of  these  agencies  both  to  convene  peo- 
ple at  the  local  level  and  to  try  to  build  the  bridges  at  the  Federal 
level. 

Mr.  Hoyer.  Madam  Secretary,  I  have  become  convinced,  and  Sec- 
retary Riley,  Secretary  Shalala  and  others  have  convinced  me,  as 
well  as  practitioners  on  the  ground  who  have  tried  to  put  these  col- 
laborative efforts  together,  that  you  have  got  to  start  from  the 
ground  up.  Because  if  people  don't  want  to  do  it  at  the  local  level, 
it's  not  going  to  get  done. 

But,  on  the  other  hand,  I  am  for  mandating  the  Federal  Govern- 
ment to  better  collaborate  and  overcome  its  turf  and  its  geographic 
limitations  so  that  federal  agencies  are  articulating  with  our  kin- 
dergarten and  first  grade  teachers.  There  needs  to  be  a  collabo- 
rative effort  there  and  a  knowledge  as  to  what  is  going  on.  What 
are  we  going  to  do  to  accomplish  this? 


750 


As  you  know,  I  was  very  concerned,  and  remain  concerned,  about 
the  1994  authorization  for  construction  funds  availability  in  Head 
Start.  I  am  opposed  to  that,  as  you  know,  because  I  think  it  will 
utilize  very  scarce  resources.  We  know  we  have  schools  that  are 
collapsing.  To  build  new  Head  Start  and  try  to  build  new  schools 
at  the  same  time  is  a  waste  of  money  and  does  not  effect  the  col- 
laborative effort  that  I  would  like  to  effect. 

Ms.  Golden.  It  sounds  as  though  the  question  really  is  about 
both  what  we're  doing  to  force  ourselves  to  collaborate  and  what 
we're  doing  in  this  particular  example  around  construction. 

On  the  broader  question  of  what  we're  doing  to  force  collabora- 
tion, I  certainly  wouldn't  claim  to  you  that  it  is  perfect.  But  I  think 
that  both  in  the  early  childhood  area  and  in  the  welfare-to-work 
area  having,  again,  it's  sort  of  the  GPRA  idea,  having  a  clear  sense 
of  the  results  we're  trying  to  accomplish,  is  pushing  us  all  to  col- 
laborate in  some  powerful  ways.  Maybe  I  should  give  you  one  ex- 
ample in  each  area. 

On  the  early  childhood  side,  one  of  the  things  we've  done,  and 
this  is  within  our  agency,  Head  Start  and  Child  Care,  we  were  en- 
couraging local  programs  to  collaborate.  Sometimes  they  were  run- 
ning into  bureaucratic  rules  or  fiscal  obstacles.  So  we  just  had  a 
conference  where  we  brought  together  our  fiscal  experts  as  well  as 
the  programmatic  leaders  and  worked  through  systematically  the 
sensible  ways  to  do  these  things  so  you  don't  have  to  invent  them 
over  and  over  again  each  time.  That's  an  example. 

On  the  welfare  reform  side  and  the  welfare-to-work  side  we  col- 
laborate with  HUD,  USD  A,  and  Transportation  as  critical  partners. 
We've  been  meeting  at  the  Federal  level  in  Washington.  We  have 
also  been  pushing  our  regional  offices  to  bring  people  together. 
That's  been  very  productive.  Just  one  example.  We've  been  finding 
that  transportation  is  a  major  issue  for  families  moving  into  the 
workplace,  and  having  the  Department  of  Transportation  be  at  the 
table  and  encourage  local  transit  authorities  to  be  at  the  table  has 
been  enormously  useful.  So  those  are  examples. 

On  the  issue  of  construction,  we're  still  continuing  to  review  indi- 
vidual examples.  I  would  note  that  in  the  context  of  the  Connecti- 
cut Initiative,  where  I  met  with  people,  constraints  on  school  space 
came  up  as  an  issue.  The  idea  that  people  should  talk  together 
about  how  to  solve  problems  certainly  was  bubbling  up.  I  don't 
think  I  have  a  comprehensive  solution  to  report  to  you,  rather  sort 
of  case  by  case  attention  to  that  issue. 

Mr.  Hoyer.  I  would  like  you  to  provide  me  with  a  list  of  pro- 
grams that  were  given  construction  authority.  I  know  it  was  very 
few  up  until  recently  and  I  hope  it  remains  very  few. 

Ms.  Golden.  We  would  be  happy  to. 

[The  information  follows:] 

HEAD  START  CONSTRUCTION  LOANS 

Program: 

Amount  of  Loan 

Philadelphia  Parent  Child  Center,  2515  Germantov/n  Ave,  Philadel- 
phia, PA  19133    $240,000 

Indiana  County  Head  Start,  550  Philadelphia  St.,  Indiana,  PA  15701  219,000 

Total  Action  Against  Poverty,  PO  Box  2868,  Roanoke,  VA    520,000 

Self  Help  East  Bay  Head  Start,  16  Liberty  St.,  Warren,  RI   250,000 

Action  Opportunities,  Inc.,  Cross  St.  Box  562,  Ellsworth,  ME    100,000 
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Grand  Forks  School  District,  3600  6th  North,  Grand  Forks,  ND   

Marion  Crawford  CAC,  240  East  Church,  Marion,  OH   

Dane  County  Parent  Council,  2096  Red  Arrow  Trail,  Fitchburg,  WI 
53711   


Amount  of  Loan 

..  1,295,000 
120,125 


1,270,524 


Mr.  Hoyer.  I  know  I  have  gone  over  my  time,  but  the  Connecti- 
cut example  is  a  perfect  opportunity.  There  is  school  space  con- 
straint but  I  bet  the  school  base  has  a  cafeteria,  janitorial  services, 
and  recreational  facilities  available  in  that  school.  If  you  took  the 
Head  Start  construction  money  and  built  a  facility  adjacent  to  the 
school,  accessible  even  in  weather  to  the  school,  you  save  on  nutri- 
tional services,  on  recreational  services,  and  janitorial  services 
while  providing  quality  Head  Start  services.  Then  you  have  the  ar- 
ticulation between  the  Head  Start,  the  pre-K,  K,  and  first  grade 
teachers  talking  to  one  another  about  Sally  and  what  is  she  doing 
at  age  three  and  four  and  what  is  she  going  to  do  at  age  five  and 
six. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Hoyer. 

The  Chair  would  note  that  the  rule  has  motivated  Democrats  to 
arrive  en  masse  this  afternoon.  We  have  four  in  a  row  before  we 
get  back  to  a  Republican. 

Ms.  DeLauro. 

Ms.  DeLauro.  Thank  you  very  much,  Mr.  Chairman. 

Thank  you  to  you,  Secretary,  and  I  appreciate  your  coming  up  to 
Connecticut  and  participating  in  the  field  hearing.  It  was  outstand- 
ing. I'm  delighted  that  you  got  a  chance  to  meet  with  some  of  the 
folks  up  there  and  see  the  kinds  of  things  they  are  doing. 

Ms.  Golden.  Thank  you.  I  really  appreciated  the  opportunity. 


Ms.  DeLauro.  I'm  really  very,  very  excited  to  see  the  proposed 
expansion  of  the  Early  Head  Start  program  for  children  who  are 
age  zero  to  three.  I  think  it  is  the  direction  that  we  have  to  move 
in.  I  think  it  offers  an  important  opportunity  for  those  youngsters 
who  are  able  to  participate.  Even  though  we're  looking  at  this  ex- 
pansion, we  know  that  we're  going  to  serve  less  than  2  percent  of 
the  eligible  children. 

The  question  that  I  have  moves  in  that  direction  and  focuses  in 
on  quality.  Given  what  we  know  about  the  importance  of  quality 
care  for  young  children,  what  I  think  it's  imperative  for  us  to  focus 
in  on  and  make  sure  that  the  Early  Head  Start  programs  receive 
the  training,  the  technical  assistance,  and  the  monitoring  in  order 
that  we  are  providing  the  best  possible  care  for  these  children.  It 
is  my  understanding  that  in  the  Early  Head  Start  the  training  and 
technical  assistance  contract  envisioned  a  smaller  number  of  pro- 
grams and  this  may  be  stretching  our  resources  here. 

The  first  question  is,  how  are  we  addressing  that  issue?  And  sec- 
ondly, what  kind  of  training  is  being  given  to  Head  Start  staff  in 
the  regions  so  that,  in  fact,  they're  equipped  to  monitor  Early  Head 
Start  programs  that  are  serving  infants  and  toddlers  which,  as  we 
know,  are  different  from  the  Head  Start  programs  that  are  serving 
pre-schoolers? 

Ms.  Golden.  I  would  start  by  underlining  the  fact  that  quality 
is  critically  important  in  Head  Start  as  a  whole.  It  is,  if  anything, 
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more  important  for  babies  and  toddlers  because  they're  more  vul- 
nerable and  because,  as  we  know  from  the  research,  the  changes 
that  happen  in  children's  brains  in  those  years  are  critical.  So  I 
think  there  is  nothing  more  important  in  all  of  my  responsibilities 
or  our  responsibilities  than  making  sure  those  programs  are  top 
quality. 

We've  benefitted  in  Early  Head  Start  by  the  lessons  of  Head 
Start;  for  example,  having  the  set-aside  resources  for  technical  as- 
sistance. A  quick  sketch  of  what  we've  been  doing  in  general  and 
then  let  me  answer  your  specific  questions  about  being  stretched. 
We've  been  focusing  on  a  range  of  technical  assistance  activities. 
We  have  a  new  director's  program  at  the  time  an  Early  Head  Start 
program  is  selected.  I  think  that's  the  one  I  was  delighted  to  hear 
at  that  field  hearing.  She  described  the  program  as  awesome, 
which  was  wonderful  news  for  me.  We're  also  doing  on  site  training 
for  staff,  for  teachers  so  that  they  get  to  receive  intensive  training. 
Consultants  are  available  through  the  Technical  Assistance  Net- 
work. 

We  also  are  monitoring,  and  you've  highlighted  that.  This  year 
we  will  be  monitoring  all  of  the  programs  that  received  grants  in 
the  first  wave  of  Early  Head  Start.  They've  been  operational  for  a 
year.  We  will  be  monitoring  them  in  relation  to  the  performance 
standards  that  went  into  effect  January  1st  of  this  year  which  were 
mandated  by  the  Congress  in  the  1994  reauthorization.  That's  the 
first  time  there  have  been  infant/toddler  performance  standards  in 
Head  Start  and  we're  very  proud  of  them.  Those  are  some  of  the 
key  steps. 

We're  taking  very  seriously  the  issue  of  how  we  enable  this  tech- 
nical assistance  system  effectively  move  from  working  with  22,000 
to  almost  39,000  babies  and  toddlers.  We'll  be  able  to  increase  the 
investment  because  of  the  set  aside  approach  in  technical  assist- 
ance. But  we've  also  been  trying  to  talk  with  some  of  the  best  and 
the  brightest  researchers  about  anything  we  should  think  about 
differently,  what  else  should  we  be  doing.  We  have  had  some  very 
successful  conversations.  They've  been  highlighting  ideas  like 
spending  even  more  time  with  people  in  initial  planning  so  that 
they  start  off  completely  on  the  right  foot,  with  the  idea  of  having 
the  technical  assistance  consultant  be  on  site  perhaps  for  periods 
of  time. 

In  terms  of  regional  office  staff  and  monitoring,  we're  having  re- 
gional office  staff  receive  training  from  one  of  the  distinguished 
consultants,  Ron  Lally  in  the  Southwest  Institute.  We  also  have 
been  focusing  on  making  sure  that  the  monitoring  teams  have  a 
mix  of  Federal  staff,  as  well  as  distinguished  peers  and  distin- 
guished people  in  the  field,  which  is  what  we  do  throughout  Head 
Start.  We're  working  very  hard  on  effective  monitoring  and  it  is 
something  that  I  think  we  have  to  keep  paying  attention  to  over 
the  coming  months  and  years. 

Ms.  DeLauro.  Just  one  final  comment  on  this  whole  effort  here. 
I'm  always  struck  by  the  words  of  Dr.  Comer,  who  was  a  pioneer 
in  the  efforts  of  child  development,  that  it  is  the  quality  of  the  envi- 
ronment in  which  our  children  are  in  and,  particularly  in  the  zero 
to  three,  what  we  know  that  provides  that  atmosphere  for  develop- 
ment so  that  they  can  move  forward. 
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Ms.  Golden.  Absolutely. 

CHILD  CARE 

Ms.  DeLauro.  I  was  contacted,  and  I  mentioned  this  when  the 
Secretary  was  here,  I  was  contacted  by  a  grandmother  who  lives 
in  Clinton,  Connecticut,  which  is  in  my  district,  and  just  let  me  run 
through  this  very,  very  quickly.  Her  daughter  was  able  to  get  off 
of  welfare  and  get  a  job  until  the  State's  delays  in  paying  the  child 
care  provider  forced  the  provider  to  close.  When  my  constituent's 
daughter  lost  her  child  care,  she  also  lost  her  job.  This  is  an  admin- 
istrative snafu.  It  has  an  impact  on  people's  lives.  In  my  view, 
that's  not  what  we're  trying  to  accomplish  in  welfare-to-work. 

What  kind  of  oversight  does  your  department  have  to  ensure  that 
States  are  dispersing  Federal  child  care  funds  efficiently?  Is  there 
anything  that  we  can  do  at  the  Federal  level  to  make  sure  that  this 
doesn't  happen  again,  whether  in  Connecticut  or  anywhere  else  in 
the  country? 

Ms.  Golden.  I  agree  with  you  that  that's  absolutely  the  wrong 
thing  to  have  happen.  Let  me  say  a  little  bit  about  the  Connecticut 
example  and  then  the  broader  one.  Actually,  that  same  day  that  I 
was  in  Connecticut  with  you  at  the  field  hearing  I  did  have  the 
chance  to  talk  with  some  senior  officials  and  I  did  have  the  chance, 
because  I  was  aware  that  Connecticut  had  had  some  problems  in 
terms  of  a  contractor  paying  out  on  child  care,  to  let  them  know 
how  seriously  I  took  it.  I  think  they  heard  that  message.  And  their 
perspective  is  that  it  has  been  addressed.  I  haven't  checked  back; 
you  may  have  a  better  sense  than  I  do.  I  think  it's  always  possible 
for  us  to  convey  concern  and  the  fact  that  it  isn't  the  appropriate 
direction. 

In  terms  of  the  overall  Federal  role,  it  is  a  block  grant.  We 
shouldn't  be  involved  in  with  every  piece.  I  do  think  though  that 
if  States  have  child  care  failures  that  interfere  with  their  ability  to 
enable  families  to  move  to  work  and  to  stay  at  work,  that  will 
harm  them  on  the  welfare  reform  side.  As  you  know,  for  example, 
the  Congress  put  into  the  welfare  law  incentive  payments  to  re- 
ward States  for  high  performance.  And  if  States  systematically  are 
failing  on  the  child  care  side,  I  think  one  thing  we  know  is  that 
they  won't  succeed  at  moving  families  to  work  and  at  having  them 
stay  at  work.  I  think  that's  one  area  where  we  will  have  some  le- 
verage. 

Ms.  DeLauro.  Thank  you  very  much. 
Mr.  Porter.  Thank  you,  Ms.  DeLauro. 
Mr.  Stokes? 

HEAD  START  FULL-DAY,  FULL-YEAR 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

With  regard  to  the  Head  Start  Program,  to  what  extent  are  we 
addressing  the  need  for  full-day  and  full-year  child  care  services 
and  partnershipping  with  local  child  care  centers  and  family  child 
care  homes? 

Ms.  Golden.  That's  an  enormously  important  issue.  As  I  know 
you're  well  aware,  as  families  move  to  work  from  welfare,  as  more 
low-income  families  are  working,  they  need  full-day  services.  As  I 
was  saying  to  Congressman  Hoyer,  last  year  we  used  our  Head 


754 


Start  expansion  resources  in  a  way  that  encouraged  those  partner- 
ships and  we  are  seeing  them  around  the  country.  I've  had  the 
chance  to  visit  some  and  I  actually  had  the  chance  a  couple  months 
ago  to  visit  a  program  that  is  actually  providing  Head  Start  serv- 
ices in  the  evening  for  parents  with  shift  work  because  that  is 
starting  to  happen  as  well. 

So  I  would  say  that  there  is  enormous  interest  around  the  coun- 
try, that  there  are  a  variety  of  partnerships,  but  we  still  aren't 
completely  there.  We  do  have  parents  who  need  longer  hours  than 
the/re  getting.  But  we  are  working  hard  to  do  everything  we  can 
do  to  make  sure  that  programs  can  put  those  pieces  together. 

Mr.  Stokes.  Can  you  tell  us  how  many  additional  full-day/full- 
year  slots  will  be  provided  by  your  Fiscal  Year  1999  budget  re- 
quest? 

Ms.  Golden.  We  do  not  have  an  exact  number  for  full-day  and 
full-year  slots.  We'll  be  seeking  applications,  and  putting  out  re- 
sources while  encouraging  applicants  to  include  a  community  needs 
assessment  and  a  look  at  collaboration.  So  I  don't  have  an  exact 
number  for  you.  We  should  be  able  to  report  to  you  on  the  results 
from  1997  which  would  give  you  a  sense  of  what  we  could  expect 
in  1998. 

Mr.  Stokes.  Are  you  in  a  position  to  give  us  some  indication,  or 
some  idea  of  how  many  children  are  in  need  of  full-day/full-year 
services  that  you're  not  able  to  provide  the  service  for? 

Ms.  Golden.  Again,  I  don't  think  I  have  an  exact  number,  al- 
though we  will  look  for  a  number.  I  think  my  own  sense  as  I  travel 
and  I  talk  with  people  is  that  there  are  considerable  needs  and 
they  are  getting  greater  as  we're  succeeding  in  terms  of  making  the 
link  to  move  families  to  work. 

I  was,  just  for  example,  visiting  an  Early  Head  Start  program. 
We're  learning  a  lot  on  the  Early  Head  Start  side  because  those  are 
programs  that  between  the  time  they  applied  and  now,  have  had 
to  shift  their  planning  because  more  families  need  longer  hours. 
The  program  I  visited  serves  families  in  a  variety  of  settings.  It  has 
home  visiting  if  it's  a  two  parent  family  with  a  parent  at  home,  it 
has  family  child  care  and  it  has  child  care  centers  for  parents  who 
work.  They  are  finding  that  the  distribution  of  needs  is  moving  to- 
ward working  families.  I  think  that's  probably  the  central  message; 
there  are  more  than  there  were  and  it  is  changing  each  day. 

RESPONSIBLE  FATHERHOOD 

Mr.  Stokes.  As  we  now  seek  to  strengthen  families,  it  is  becom- 
ing increasingly  clear  we  must  do  more  to  help  restore  parent-child 
relationships.  Today,  we're  seeing  more  attention  being  given  to  the 
working  concept  of  responsible  fatherhood.  While  there  are  a  grow- 
ing number  of  programs  across  the  country  that  carry  this  mission, 
do  we  really  know  what  is  working  in  this  area? 

Ms.  Golden.  That's  an  interesting  question.  I  was  actually  just 
talking  with  some  of  the  children's  experts  in  one  of  the  States  I 
was  visiting  about  what  we  know.  I  think  we're  at  the  early  stages. 
I  don't  think  we  have  answers  yet.  We're  funding  some  demonstra- 
tion projects.  Actually,  one  direction  we  address  this  issue  is 
through  our  child  support  resources.  There  is  the  access  and  visita- 
tion project  there  that  the  Congress  created  and  we've  been  trying 
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to  do  some  demonstrations  there.  In  addition,  a  number  of  Head 
Start  programs  focus  on  fatherhood  and  male  involvement. 

I  would  say  that  we  certainly  have  some  lessons  we  think  are 
true.  For  example,  reaching  fathers  at  birth  is  also  an  important 
time.  It's  not  only  the  mother  for  whom  that  moment  is  really  im- 
portant, and  you  have  a  good  chance  to  keep  a  father  engaged.  We 
also  know  that  reaching  fathers  and  encouraging  continued  in- 
volvement is  a  way  of  contributing  to  continued  economic  support. 
I  think  we  know  some  early  lessons  but  I  don't  think  we  know  the 
final  answers  yet.  We  need  to  try  a  range  of  strategies. 

Mr.  Stokes.  In  terms  of  responsible  father  projects  that  you  are 
currently  knowledgeable  of  within  your  department,  can  you  give 
us  some  idea  of  the  total  level  of  that  investment? 

Ms.  Golden.  We  could  provide  you  with  a  list  and  with  the  dol- 
lars. There  is  some  work  that  is  going  on  outside  my  portion  of  the 
agency.  But  within  ACF,  we're  investing  through  some  of  our  re- 
search and  demonstration  resources  in  the  child  support  area.  A 
number  of  Head  Start  programs,  in  the  Southern  region  in  particu- 
lar, have  done  some  really  important  work  on  male  involvement 
and  father  involvement.  We've  also  had  some  outreach  through 
some  of  the  work  with  youth.  I  think  there  are  several  different 
places  where  we're  putting  those  pieces  together.  In  addition,  some 
States  may  be  choosing  to  create  initiatives  in  that  arena  through 
the  resources  that  we  give  to  them. 

CHILD  ABUSE  AND  NEGLECT-PREVENTION 

Mr.  Stokes.  Let  me  ask  you  about  child  abuse  and  neglect, 
which  I  think  we  can  all  agree  is  a  very  serious  matter.  What 
major  prevention  initiatives  have  you  undertaken  in  this  area? 

Ms.  Golden.  Yes.  As  you  know,  that's  an  enormously  important 
arena.  Prevention  is  critical  because  if  you  reach  families  early  and 
can  prevent  children  from  going  through  the  agony  of  abuse  or  ne- 
glect, you've  made  a  huge  difference  to  their  lives.  I  would  high- 
light several  different  initiatives.  Essentially  States  and  commu- 
nities carry  out  the  initiatives  but  we  try  to  fund  them,  stimulate 
them,  and  provide  leadership. 

Congress,  in  the  Adoption  and  Safe  Families  Act,  actually  reau- 
thorized some  resources  that  are  important  to  the  prevention  area, 
the  family  support  resources.  So  that's  one  program  focused  on  this 
area.  Another  program  is  the  community-based  family  resource 
programs  where  States  provide  resources  at  the  community  level. 
A  third  place  is  Early  Head  Start.  Early  Head  Start  programs  in 
some  cases,  like  the  one  I  visited,  are  doing  home  visiting  programs 
that  focus  on  children's  development  but  also  on  the  parent's  learn- 
ing and  the  parent's  relationship  to  the  child.  It  is  another  area 
where  putting  the  pieces  together  at  a  local  level  is  critical  because 
you  can  have  resources  coming  from  several  different  places.  And 
the  fourth  place  that  I  would  highlight  is  that  the  Congress  has 
given  us  authority  to  authorize  State  waiver  demonstrations  in  re- 
lation to  child  welfare.  Several  States  that  we've  approved  have 
wanted  to  focus  on  an  early  prevention  approach  as  part  of  what 
they  were  doing.  So  there's  a  range  of  places  that  we're  working  on 
that  relate  to  prevention  activities. 
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WELFARE  REFORM/RESEARCH 

Mr.  Stokes.  We've  talked  a  little  bit  about  welfare  reform  this 
afternoon.  The  Welfare  Reform  Act  was  enacted  without  the  benefit 
of  research  conducted  in  the  communities  where  welfare  recipients 
are  found  in  large  numbers.  So  that  the  community- wide  impact 
might  be  understood,  is  there  a  welfare  reform  research  agenda? 
Can  you  talk  about  that  a  little  bit  for  us? 

Ms.  Golden.  Sure. 

Mr.  Stokes.  To  what  extent  will  research  centers  in  Historically 
Black  Colleges  and  Universities  and  other  minority  institutions  be 
involved  in  this  effort. 

Ms.  Golden.  Let  me  start  by  underlining  your  point  that  the  re- 
search agenda  on  welfare  reform  is  enormously  important.  You  will 
see  in  our  request  that  we  believe  it  is  important  and  we  request 
the  resources  to  support  it.  It  is  important  because  one  of  the 
things  that  welfare  reform  has  done  is  decentralize,  so  there  are 
different  things  going  on  in  different  places.  In  order  to  find  the 
creative  and  effective  ideas  and  to  find  those  that  aren't  working, 
we  need  to  be  conducting  research  so  we  can  offer  you  as  policy- 
makers the  pertinent  information. 

There  is  a  set  of  key  pieces  to  our  agenda.  One  piece  is  our  work 
with  States  around  evaluations  of  particular  policies,  and  we've 
supported  some  of  those.  We  are  focusing  on  making  sure  that 
those  evaluations  look  at  outcomes  for  children  and  for  adults.  And 
we  have  many  more  States  that  want  to  work  with  us  than  we 
have  resources  to  work  with  them.  A  second  piece  is  a  range  of 
evaluation  projects  with  different  researchers  and  community  orga- 
nizations that  have  projects.  Last  year,  we  did  a  general  announce- 
ment for  a  range  of  issues  and  got  approximately  100  requests.  We 
were  able  to  fund  9  projects.  There  is  enormous  interest  in  welfare 
reform  evaluation.  A  third  piece,  as  you  know,  includes  areas  that 
may  be  particularly  affected  by  welfare  reform,  including  rural 
communities  and  inner-city  communities.  Those  are  all  very  impor- 
tant pieces  of  the  research  agenda.  In  addition,  a  final  piece  which 
links  GPRA  and  a  results  focus  is  one  that  uses  our  research  to 
help  us  think  about  the  best  measures  to  use  in  assessing  State  re- 
sults. I  think  there  is  really  an  important  agenda. 

In  terms  of  the  involvement  of  Historically  Black  Colleges  and 
Universities,  I'm  familiar  with  our  work  with  Historically  Black 
Colleges  and  Universities  around  the  early  childhood  and  Head 
Start  agenda.  I  don't  know  whether  any  are  currently  involved  in 
our  welfare  reform  research  agenda,  and  we'll  get  back  to  you  with 
that  information.  There  would  certainly  be  important  opportunities 
there. 

[The  information  follows:] 

Welfare  Reform  Research 

There  are  currently  no  Historically  Black  Colleges  or  Universities  that  are  receiv- 
ing welfare  reform  research  funds. 

Mr.  Stokes.  I  would  appreciate  it  if  you  would  follow  through  on 
that  for  me.  We  must  be  sure  to  get  that  piece  of  information  into 
the  record. 

Ms.  Golden.  I  will  do  that,  sir. 
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Mr.  Stokes.  Thank  you.  Thank  you,  Mr.  Chairman. 
Mr.  Porter.  Thank  you,  Mr.  Stokes. 
Mrs.  Lowey? 

Mrs.  Lowey.  Thank  you,  Mr.  Chairman. 
Welcome,  Madam  Secretary. 
Ms.  Golden.  Thank  you. 

WELFARE  REFORM 

Mrs.  Lowey.  I  just  want  to  say  at  the  outset,  as  we  read  through 
the  budget,  the  scope  of  the  programs  you  administer  are  really  ex- 
traordinary and  I  want  you  to  know  that  you  personally  have  my 
enormous  respect.  Just  to  keep  track  of  it  is  amazing. 

Ms.  Golden.  Thank  you. 

WELFARE  REFORM 

Mrs.  Lowey.  We  certainly  appreciate  your  detailed,  knowledge- 
able presentation.  One  of  the  areas  surrounding  welfare  that  I've 
been  particularly  concerned  with  is  the  problems  of  welfare  depend- 
ency and  domestic  violence,  because,  frankly,  they're  often  inter- 
twined. I  certainly  know  that  in  my  State  there  is  great  competi- 
tion for  the  exemption  because  so  many  women  have  severe  domes- 
tic violence  problems. 

I  noted  in  your  budget  justification  that  some  domestic  violence 
funds  will  be  used  to  provide  States  with  information  on  how  to 
best  assist  these  women  on  welfare  who  are  also  in  domestic  vio- 
lence situations  to  become  more  self-sufficient.  I'd  be  very  inter- 
ested to  know  what  you're  planning,  what  models  will  you  be  dis- 
seminating. It  is  an  enormous  challenge.  How  will  you  accomplish 
this? 

Ms.  Golden.  It  is  an  enormous  challenge  and  an  important  one. 
As  was  noted  in  the  budget  justification,  we  have  gone  to  one  of 
the  experts  in  terms  of  national  knowledge  to  collect  models  and 
information  and  provide  training.  I  actually  had  the  experience  my- 
self several  months  ago  of  visiting  a  program  in  Anne  Arundel 
County  in  Maryland  where  both  child  support  and  welfare  workers 
have  received  training  through  this  strategy  on  domestic  violence 
issues. 

I  was  very  struck  by  the  way  in  which  the  workers  said  it 
changed  their  way  of  dealing  with  parents  and  it  also  made  them 
more  successful  at  enabling  mothers  to  move  towards  self-suffi- 
ciency. That  is,  in  some  cases  a  mother  might  need  a  strategy  that 
would  not  let  her  move  to  work,  but  in  other  cases,  if  they  ask  the 
right  questions  and  learned  what  she  needed,  she  might  need  a  se- 
curity deposit  and  the  first  month's  rent  so  that  she  could  move. 
Then  she  might  be  able  to  take  some  steps  toward  work  that  she 
could  not  have  taken  before. 

The  workers  learned  understanding,  sensitivity,  and  a  knowledge 
about  the  resources  in  that  community  that  were  available  for  fam- 
ilies. That  changed  their  perspective  dramatically. 

I  think  the  critical  things  here  are  to  learn  about  the  knowledge 
that's  out  there  in  the  domestic  violence  community,  to  collect  best 
practices,  to  disseminate  those,  and  to  work  with  States  on  the 
training  of  people  at  the  line  level  who  are  talking  to  families.  I 
think  that  as  long  as  it's  theories  it  may  not  work  for  parents,  but 
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if  people  at  the  line  level  change  their  perspectives,  that  will  make 
a  difference. 

Mrs.  Lowey.  I've  visited  some  of  these  shelters  and,  as  you're 
saying,  it's  more  than  the  lectures,  more  than  the  books,  it's  the 
people  who  are  there  on  the  front  line,  and  the  smaller  the  better. 
The  most  successful  shelters,  I  don't  know  if  you  visited  Langhouse 
in  lower  Manhattan,  there  are  several  very  successful  ones,  are  the 
ones  that  have  maybe  a  dozen  or  more  women,  they  have  people 
there  with  specific  responsibility  to  provide  employment  assistance, 
help  with  their  children,  and  they  are  providing  child  care. 

Again,  what  I  find  amazing  about  so  many  of  these  difficult  chal- 
lenges we  face,  as  Dr.  Comer  has  found  with  the  education  system, 
a  lot  of  this  is  not  rocket  science.  He  will  often  say  what  the  child 
needs  is  a  warm  environment  where  they  feel  the  teacher  cares, 
the  principal  cares  and  they  are  helping  to  lift  this  child  up  to 
achieve  their  potential.  In  these  shelters  where  they  are  most  suc- 
cessful, there  is  someone  at  the  top  who  cares  and  there  are  people 
in  that  center  that  are  really  focused  on  what  each  individual  per- 
son needs  beyond  a  safe  environment  so  the  abuser  won't  be  follow- 
ing them. 

I  feel  very  strongly  that  unless  we  are  really  learning,  and  that's 
why  I  was  interested  in  how  we're  spending  this  money,  unless 
we're  learning  from  the  successful  models  and  trying  to  replicate 
them,  it  is  not  rocket  science  and  I'm  concerned  that  the  money  is 
just  going  to  go  to  some  person  who  is  going  to  write  some  manu- 
als. But  what  we  really  need  is  to  replicate  the  successful  models. 
I've  seen  some  of  the  larger  shelters  and  it  is  the  impersonal  na- 
ture of  them  that  I  think  leads  to  failure. 

Ms.  Golden.  I  think  that's  right.  I  think  we  need  to  replicate 
success  and  we  need  to  take  those  lessons  and  make  them  real  for 
the  range  of  people  who  will  be  working  with  families. 

ADOPTION  INITIATIVE 

Mrs.  Lowey.  I  look  forward  to  continuing  to  work  with  you  on 
that. 

Another  area.  I've  applauded  the  Administration's  adoption  ini- 
tiative which  is  intended  to  move  children  more  quickly  out  of  fos- 
ter care  and  into  permanent  homes.  Could  you  discuss  with  us 
what  you  have  found  to  be  most  effective  in  finding  long-term 
placements  for  children,  what  initiatives  would  you  be  intending  to 
replicate  if  the  adoption  request  is  funded,  and  why  is  it  so  impor- 
tant to  fund  this  discretionary  program. 

Ms.  Golden.  Let  me  start  with  why  it  is  so  important  to  fund 
it  and  then  talk  to  you  about  what  we'll  be  funding.  As  you  know, 
the  Congress  passed  and  the  President  signed  the  Adoption  and 
Safe  Families  Act,  responding  to  the  fact  that  we  need  to  put  chil- 
dren's safety  first  and  their  permanence  central,  and  that  too  many 
children  linger  in  temporary  settings  for  a  long  period  of  time. 
Carol  Williams,  who  is  the  Associate  Commissioner  for  the  Chil- 
dren's Bureau,  has  a  wonderful  phrase  for  this.  She  says,  "When 
we  carry  out  this  legislation,  everyone  in  the  system  will  look  at 
a  child  with  a  child's  timeframe."  Two  years  or  three  years  or  four 
years  being  in  limbo  can  be  very  damaging  to  a  child.  And  so  the 


759 


legislation  is  meant  to  ensure  that  children  have  a  safe,  permanent 
home. 

There  are  two  sources  of  funding  for  this  initiative:  One,  the 
adoption  incentives  program  which  reflects  the  focus  on  results  by 
providing  States  with  additional  resources  if  they  increase  the 
number  of  children  adopted  from  the  foster  care  system;  and  the 
second  program,  which  you've  highlighted,  is  the  discretionary 
adoption  opportunities  which  provides  resources  for  technical  as- 
sistance and  to  enable  States  to  reduce  the  barriers  to  adoption. 

Let  me  give  you  some  examples  of  barriers.  I  have  been  talking 
to  States  a  lot  about  this  as  I've  been  traveling.  One  set  of  issues 
is  about  the  court  system — coordination  with  the  court  system,  We 
anticipate  about  $5  million  will  go  to  States  for  a  range  of  projects 
and  activities  to  reduce  these  barriers.  A  second  set  of  issues  men- 
tioned in  the  law  has  to  do  with  geographic  barriers.  A  State  may 
have  adoptive  families  waiting  in  one  geographic  area,  an  enor- 
mous number  of  foster  care  children  in  another,  and  not  have  fig- 
ured out  how  to  make  a  connection  between  them.  People  around 
the  country  have  been  trying  to  come  up  with  some  strategies  to 
reduce  such  barriers.  That  is  the  kind  of  model  you  could  replicate. 
Another  thing,  and  this  is  another  one  of  those  things  that's  not 
rocket  science  but  is  very  hard  to  accomplish,  is  concurrent  plan- 
ning. In  some  cases  wishful  thinking  may  be  the  reason  that  two, 
three,  four  years  go  by  while  the  worker  is  trying  to  reunify  a  child 
with  his  or  her  parent.  Sometimes  a  worker  won't  start  the  focus 
on  adoption  until  there  is  no  hope  of  reunification,  when  they  could 
be  planning  for  both  possibilities  from  the  beginning. 

Mrs.  Lowey.  Thank  you  very  much.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mrs.  Lowey. 

Mrs.  Northup. 

EARLY  HEAD  START 

Mrs.  Northup.  Thank  you,  Mr.  Chairman. 

Madam  Secretary,  I  have  some  questions  that  take  a  little  bit  of 
a  different  tack.  I  think  we  all  agree  that  the  early  years  of  every 
child's  life  are  just  so  important  as  later  years.  It  is  very  difficult 
to  find  the  balance  of  right  programs.  Every  family  is  different, 
every  child  is  unique.  Most  parents  benefit  from  constant  encour- 
agement, constant  participation — and  even  every  background, 
every  level  of  experience,  they  all  benefit  from  those. 

I  wanted  to  ask  you  about  some  of  the  recent  studies  that  talk 
about  the  American  family.  They  say  that  stress  and  sleep  depriva- 
tion is  a  terrible  problem  for  the  parents,  and  that  there  is  attach- 
ment disorder  problems  between  many  young  children.  I  worry  that 
as  we  try  to  provide  better  opportunities  for  our  very  young  chil- 
dren that  we  might  begin  to  so  institutionalize  it  that  we  lose  the 
benefits  of  what  some  families  are  providing  now.  I  was  surprised 
to  read  last  week  that  50  percent  of  all  pre-school  children  right 
now  are  at  home  with  their  moms — that  doesn't  mean  that  50  per- 
cent of  moms  are  home,  it  means  50  percent  of  pre-school  children 
are  with  their  moms — and  that  half  of  the  children  that  aren't  at 
home  with  their  moms  are  with  their  grandmoms  or  with  a  rel- 
ative. 
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I  had  an  experience,  but  I  really  want  to  protect  the  school  and 
teachers.  I  do  spend  a  great  deal  of  time  in  the  schools  and  there 
are  fabulous  teachers,  but  I  had  an  experience  also  recently  where 
a  classroom  full  of  learning  disabled  pre-school  and  first  and  sec- 
ond-graders were  in  a  room  with  somebody  who  could  have  cared 
less  about  these  children.  There  was  no  relationship.  I  felt  like  I 
should  stay  just  to  be  there  for  a  whole  day  with  these  children. 
And  that's  not  the  first  example.  Like  I  said,  it  is  not  the  majority, 
it's  just  an  example. 

When  we  consider  that  the  institutionalization  of  what  works 
best  in  providing,  I'm  worried  that  we  will  have  probably  less  train- 
ing for  people  that  are  in  the  system  for  zero  through  three,  that 
we're  already  stretched  too  thin  to  provide  always  good  experiences 
within  our  schools,  and  there  are  other  opportunities  to  help 
stretch  the  dollars.  Let  me  give  you  a  couple  of  my  concerns. 

One  of  them  is  that  in  the  minority  community  in  Louisville,  in 
several  of  the  really  inspirational  faith-based  efforts,  they  are  find- 
ing that  they  have  had  started  these  wonderful  programs,  they 
have  engaged  the  families,  and  now  as  the  school  system  seeks  to 
expand  the  Head  Start  and  everything,  it  sort  of  preempts  or  ne- 
gates their  efforts  rather  than  build  on  those  efforts,  rather  than 
collaborate. 

We  know  that  family  literacy  is  extremely  important  and  suc- 
cessful if  the  most  at-risk  children  are  going  to  read.  Yet,  there 
seems  to  be  an  effort  by  Head  Start  to  exclude  the  family  literacy. 
In  fact,  I  had  somebody  recently  that  was  involved  in  a  program 
say  to  me,  "It  is  almost  getting  to  be  that  the  school  system  wants 
to  take  the  child  home  from  the  hospital  and  provide  full-day  ef- 
forts." This  isn't  somebody  that's  in  a  church-based  system  or  any- 
thing; this  is  somebody  that  is  part  of  the  system  that  is  struggling 
with  inadequate  resources,  tremendous  needs  for  specific  children. 
Unfortunately,  an  effort  to  create  such  a  system  that  the  individual 
needs  and  opportunities  seem  to  be  overlooked.  I  know  that's  a  big 
picture,  but  can  you  respond  to  whether  you're  sensitive  or  con- 
cerned about  that? 

Ms.  Golden.  Let  me  try  because  I  talk  to  a  lot  of  parents.  I  think 
many  of  those  issues  are  very  broad  issues;  that  is,  what  I  hear  you 
saying  and  what  I  hear  a  lot  from  parents'  saying  is  that  they  have 
lots  of  different  kinds  of  choices.  And,  when  they  need  to  work  their 
wish  is  that  their  child  can  be  with  somebody  who  is  warm,  con- 
nected and  responsive  to  their  child.  I  do  think,  by  the  way,  that 
one  of  the  areas  where  we  have  a  consensus  from  research  and 
from  what  parents  think  is  one  that  knows  what  quality  is  for  ba- 
bies and  toddlers,  and  what  those  warm  and  responsive  relation- 
ships are  like.  That's  important. 

I  want  to  give  you  one  example  of  what  I  think  it  means  to  re- 
spond to  those  concerns.  I  had  the  chance  about  two  weeks  ago  to 
visit  an  Early  Head  Start  program  which  is  actually  near  here,  in 
Northern  Virginia.  They  have  a  home  visit  portion  of  the  program 
which  responds  to  parents  who  are  at  home.  In  their  case,  tnose 
are  mostly  immigrant  families  where  the  husband  is  working  per- 
haps at  different  kinds  of  day  labor  or  construction  and  the  mother 
is  at  home.  The  home  visitor  is  able  to  work  with  that  family  in 
the  home.  They  have  family  child  care  and  a  small  center  child 
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care  program.  I  want  to  tell  you  the  story  of  the  family  program 
because  I  think  it  helps  you  see  how  you  can  focus  on  quality  in 
really  informal  settings,  in  a  neighbor's  home  or  a  relative's  home. 

The  mother  there  told  me  about  the  difference  between  having 
her  child  go  to  a  family  child  care  provider  who  had  received  sup- 
port and  training  from  Early  Head  Start  versus  what  had  hap- 
pened before  with  their  previous  child  care  provider.  She  said  "Now 
my  child  is  happy  to  go.  She  used  to  cry."  She  said,  "This  woman 
is  down  on  the  floor  with  the  kids  playing  with  toys,  playing  with 
them,  engaged  with  them.  There  is  a  schedule  and  structure  but 
it  is  also  responsive.  Each  of  my  children  feels  they  get  individual 
attention."  And  for  me,  that  was  a  parent  saying  the  abstract  word 
"quality"  that  you  people  use  means  something  real  and  I  can  see 
it  through  my  child. 

I  would  say  as  we  invest  in  Early  Head  Start,  in  Head  Start,  and 
in  quality  child  care  we  need  to  make  sure  that  we're  helping  par- 
ents find  the  choices  that  they  need  for  their  children.  That's  what 
this  is  all  about — safe  and  healthy  environments  that  are  good  for 
children  and  help  them  grow. 

ADOPTION  OPPORTUNITIES — GRANTEE 

Mrs.  NORTHUP.  I've  talked  to  an  organization  in  my  district  that 
was  awarded  a  grant  for  the  adoption  opportunities.  In  fact,  its 
whole  focus  is  within  the  minority  community.  I'm  sure  that  you 
understand  that  for  many  years  the  minority  community  was  less 
engaged  in  going  through  formalized  processes  of  adoption  and 
going  through  the  formalized  processes  at  all.  What  that  meant  is 
that  there  were  many  minority  children  that  were  available  for 
adoption  but  not  necessarily  minority  families  that  were  available 
to  adopt  these  children  despite  the  willingness  and  interest  that 
might  exist. 

This  agency  was  awarded  a  grant  but  it  was  unfunded.  I  know 
that  last  year  we  increased  the  amount  of  money  that  we  funded 
towards  that.  I  wondered  if  your  agency  was  making  these  grants 
available  as  quickly  as  possible,  and  if  you  anticipate  that  every- 
body that  was  awarded  a  grant  will  be  funded? 

Ms.  Golden.  I  don't  know  the  specific  circumstances.  An  appli- 
cant was  approved  for  funding  and  they  were  told  they  were 
awarded  one  but  they  hadn't  received  it  yet;  is  that  the  situation? 

Mrs.  Northup.  Well,  then  they  were  told  that  the  funds — I  guess 
you  all  awarded  more  grants  than  you  actually  funded.  So  they  are 
on  the  list. 

Ms.  Golden.  Okay.  Why  don't  we  look  into  that  specific  example 
and  get  back  to  you  about  what  the  circumstances  are. 

Mrs.  Northup.  All  right.  It  is  very  important  in  my  district. 
They  are  well  known.  They've  been  basically  operating  just  from 
whatever  resources  they  could  pull  together  out  of  the  community 
privately  funded.  But  they  really  are  in  need  of  support  and  do  a 
very  good  job. 

Ms.  Golden.  We'll  look  into  that  example  and  let  you  know. 
[The  information  follows:] 
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Adoption  Opportunities 

The  Kentucky  One  Church  One  Child,  Inc.  (OCOC)  application  received  an  aver- 
age score  of  85.0  which  placed  it  in  rank  order  as  the  fourteenth  highest  scored  ap- 
plication in  the  "approved/unfunded"  category.  This  is  the  category  that  is  used  for 
applications  that  are  approvable  and  have  no  significant  weaknesses  that  would  pre- 
vent their  being  approved,  but  for  which  there  are  insufficient  funds  to  be  able  to 
award  a  grant  from  the  funds  available  to  support  a  given  priority  area.  Due  to 
budget  constraints  the  Children's  Bureau  was  unable  to  fund  new  projects  scoring 
at  the  level  of  85. 

We  will  publish  a  new  set  of  priorities  in  this  fiscal  year.  We  anticipate  publishing 
the  next  announcement  in  the  Federal  Register  by  the  Spring  or  Summer,  1998.  The 
Kentucky  OCOC  program  may  wish  to  resubmit  their  application  for  funding  consid- 
eration at  that  time. 

Mr.  Porter.  Thank  you,  Mrs.  Northup. 
Ms.  Pelosi? 

DEVELOPMENTAL  DISABILITIES 

Ms.  Pelosi.  Thank  you,  Mr.  Chairman. 

Secretary  Golden,  thank  you  for  your  testimony  and  for  the  mag- 
nificent service  you  give  to  our  country  and  our  country's  children 
and  families  and  your  enthusiasm  for  those  children.  I  want  to  as- 
sociate myself  with  the  question  of  my  colleague,  Mr.  Stokes,  about 
the  research  agenda.  I  appreciate  the  answer  that  you  gave  and, 
as  you  get  more  information,  I  would  be  very  interested  in  that. 
That  was  a  question  that  I  had  for  Secretary  Shalala  the  other  day. 

I  also  appreciate  the  fact  that  my  colleague,  Mrs.  Lowey,  asked 
the  question  about  domestic  violence  because  that's  an  issue  of 
great  concern  to  me. 

I  had  a  question  about  developmental  disabilities.  Fm  aware  that 
the  developmental  disabilities  programs  have  provided  for  over  25 
years  necessary  supports  and  protections  for  a  very  vulnerable  pop- 
ulation. How  would  people  with  developmental  disabilities  be  af- 
fected if  the  program  were  limited  in  its  ability  to  conduct  system 
change  activities? 

Ms.  Golden.  I  think  the  question  is  about  the  $5  million  request 
for  the  investment. 

Ms.  Pelosi.  Yes,  it  is. 

Ms.  Golden.  That's  a  very  important  item,  as  you  know.  Those 
resources  would  support  State  grants  in  order  for  those  States  to 
be  able  to  demonstrate  how  they  would  build  statewide  systems  to 
support  families  with  children  with  disabilities.  Let  me  be  more 
precise. 

In  many  States  many  families  are  more  often  raising  children 
with  developmental  disabilities  at  home.  Service  systems  have 
changed,  from  welfare  reform,  which  creates  an  added  pressure  and 
incentive  for  the  parent  to  go  to  work,  to  changes  in  the  health  care 
system,  such  as  managed  care.  We're  hearing  a  lot  from  families, 
from  communities,  and  from  States  that  there  is  enormous  interest 
in  figuring  out  how  to  build  effective  supports  around  child  care, 
around  transportation,  around  job  training,  around  health  care 
that  will  enable  those  families  to  successfully  be  self-sufficient. 
We've  heard  a  lot  about  specific  rural  issues  as  well  as  issues  in 
urban  communities. 

For  example,  enormous  interest  was  generated  when  we  put  out 
a  little  bit  of  money  in  the  child  care  arena  having  to  do  with  child 
care  for  children  with  disabilities.  Interest  was  much  more  than  we 
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expected.  That  makes  us  believe  that  there  is  a  particular  need  out 
there  to  focus  some  attention  in  particular  States  on  looking  across 
those  systems  to  build  supports  for  families,  and  that's  what  we 
would  like  to  do.  We  think  we'll  learn  a  great  deal  that  would  add 
to  the  work  that  you  highlighted,  the  really  important  work  that 
the  developmental  disability  networks  have  done  on  behalf  of  both 
adults  and  children  with  developmental  disabilities. 

CHILD  CARE 

Ms.  Pelosi.  I'm  very  interested  in  that.  Two  children  in  our  fam- 
ily are  teachers  of  children  with  developmental  disabilities.  The  im- 
pact on  their  families,  especially,  as  you  mentioned,  with  the 
addtional  challenges  preserved  by  welfare  reform,  is  very  impor- 
tant. 

I  wanted  to  sing  my  same  old  song  about  child  care  that  I  say 
every  now  and  then  in  this  committee.  And  maybe  I'm  asking  for 
your  advice,  Assistant  Secretary  Golden.  It  seems  to  me  that  a 
committee  with  the  wonderful  jurisdiction  of  ours,  Labor,  Health 
and  Human  Services,  and  Education — job  training,  opportunities 
for  children  from  the  earliest  time  in  their  lives,  and  education — 
it  seems  to  me  that  this  is  the  place  where  we  could  come  up  with 
an  initiative  that  would  address  the  child  care  issue  head  on,  from 
the  training  of  child  care  workers  to  the  appropriate  child  care  for 
children. 

At  the  turn  of  the  century  or  even  a  little  later  than  that,  we  saw 
women  get  the  right  to  vote,  then  during  World  War  II  women  first 
really  went  into  the  workplace,  and  since  then,  of  course,  the  high- 
er education  of  women.  Women  became  more  seriously  engaged  in 
professions  and  in  the  workplace  and  reaching  their  fulfillment  out- 
side the  home,  as  well  as  inside  the  home.  The  bridge  to  all  of 
these  things  that  have  happened  which  give  women  more  options 
is  child  care.  And  for  many  people  that  piece  is  absent.  Now  that's 
not  just  a  piece  that's  absent  as  far  as  women's  options  are  con- 
cerned, but  for  families  to  be  able  to  afford  a  standard  of  living  that 
is  appropriate  for  their  children  to  reach  their  own  fulfillment. 

Do  you  see  a  model  someplace  where  we  could,  in  this  committee, 
look  to  something  that  says,  in  our  job  training  section,  we  could 
support  an  initiative  for  training  child  care  workers,  or  making  it 
part  of  the  curriculum  of  higher  education  if  it's  in  the  education 
function?  We  probably  would  be  educating  many  of  these  same 
mothers  who  are  looking  for  child  care  because  that  could  become 
their  profession.  But  it  seems  to  me  we  have  all  three  elements 
right  here.  Do  you  know  of  any  model,  or  do  you  have  any  sugges- 
tion? Year  in  and  year  out  we  talk  about  not  having  enough  money, 
or  not  enough  slots,  or  not  enough  opportunity  for  children  and 
their  families.  I  salute  the  Administration  for  the  initiative  on  child 
care  that  was  presented  in  this  budget.  But  I  still  think  we're 
speaking  incrementally  and  I  think  we've  got  to  be  thinking  dras- 
tically differently  about  it. 

Ms.  Golden.  In  terms  of  models  for  going  even  another  step,  I 
think  that  you're  right  to  think  about  how  the  training  and  higher 
education  systems  can  support  the  child  care  agenda.  I  would  high- 
light what  I  think  we  learned  from  the  work  leading  up  to  the 
President's  initiative  and  then  maybe  see  if  that  offers  any  lessons. 


764 


First  of  all,  I  couldn't  agree  more  that  the  message  of  how  central 
child  care  is  came  through  to  us  at  that  White  House  conference, 
not  only  from  parents,  not  only  from  providers,  not  only  from  gov- 
ernors and  State  legislators  of  both  parties,  but  also  from  private 
employers.  It  really  struck  me  that  the  message  about  child  care 
is  both  a  message  about  work  and  the  economy  and  the  enormous 
needs  that  parents  have  and  that  employers  have  for  parents  to 
have  good  child  care,  and  it  is  at  the  same  time  a  message  about 
children's  healthy  development  and  safety.  The  sense  is  that  child 
care  is  a  critical  connection  I  think  we  heard  from  everybody  at 
that  conference. 

That's  the  reason  that  the  President's  proposal  addresses  not  just 
one  area,  but  affordability  and  quality  and  safety.  It  addresses 
some  of  the  particular  issues  you've  highlighted  through  the  schol- 
arship agenda,  and  it  offers  communities  flexibility  to  make  some 
of  these  connections  through  the  Early  Learning  funds.  So  there 
may  be  particular  States  or  communities  that  can  take  the  next 
step  that  you've  noted. 

I  do  think  that  the  idea  that  you  could  go  even  further  by  more 
systematically  engaging  other  players  in  the  child  care  issue  is 
worthy  of  thinking  about.  I  think  there  is  some  foundation  exam- 
ples that  are  local,  some  foundations  that  have  focused,  for  exam- 
ple, on  after  school  care  and  brought  lots  of  partners  together. 
Those  might  be  some  places  to  look  for  additional  lessons. 

CHILD  CARE  AND  WELFARE  REFORM 

Ms.  Pelosi.  I  appreciate  that.  Thank  you. 

I  understand  that  we  needed  to  reform  welfare  and  I  don't  think 
there  was  any  disagreement  on  that  fundamental  point.  But  I  still 
need  you  to  explain  to  me  why,  when  we  have  not  prepared  for  this 
by  having  adequate  child  care,  we  are  saying  to  mothers,  "don't 
take  care  of  your  children  at  home,  go  out  and  work  in  the  TANF 
program — now  you  have  to  work,  but  we  haven't  figured  out  how 
we're  going  to  take  care  of  your  children."  It  seems  to  me  that 
should  have  come  first  before  we  insisted  on  mothers  going  out 
there.  I  say  that  with  complete  respect  for  the  goal.  The  outcome 
that  we  wanted  was  to  move  people  off  welfare  and  give  them  the 
opportunity  to  go  to  work,  but  we  don't  have  this  piece  in  place. 

Do  you  see  the  child  care  infrastructure  that  we  have  now  as  a 
match  for  the  TANF  program? 

Ms.  Golden.  I  think  that,  first  of  all,  the  first  thing  I  see  is  how 
critical  child  care  is  for  mothers  to  go  to  work  under  TANF.  I've 
been  traveling  a  lot  and  talking  with  parents  who  have  moved  to 
work  and  I  do  hear  their  joy  at  having  the  dignity  of  that  job,  and 
I  hear  always,  as  I  think  you're  suggesting,  a  sense  of  how  critical 
the  child  care  support  is  to  make  that  possible.  I  just  talked  to  a 
mother  in  New  Hampshire  the  other  day  who  talked  to  me  at 
length  about  that. 

My  sense  of  where  the  States  are  on  child  care  for  welfare  fami- 
lies is  that  the  fact  the  President  and  many  people  here  focused  on 
the  fact  that  there  had  to  be  resources  added  to  child  care  before 
the  President  signed  the  legislation,  that  that's  been  very  impor- 
tant and  the  States  are  making  those  investments  for  welfare  fami- 
lies. At  the  same  time,  and  this  is  I  think  the  critical  reason  that 
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we  need  the  next  step  that's  in  the  President's  child  care  proposal, 
making  those  investments  for  welfare  families  is  enormously  im- 
portant for  the  reasons  you  highlight,  but  the  next  step,  which 
youVe  also  highlighted,  is  low-income  working  families  who  are 
struggling  to  keep  a  job. 

And  so  what  I've  been  seeing  as  I  travel  is  that  States  are  put- 
ting in  the  resources  to  enable  welfare  families  to  move  to  work, 
but  that  there's  a  critical  need  among  working  families.  Nationally, 
about  10  million  families  would  be  under  the  income  eligibility 
level  for  the  Federal  child  care  program  but  only  a  little  more  than 
1  million  of  those  were  receiving  assistance  in  1995,  the  last  year 
for  which  we  have  complete  data.  The  President's  proposal  would 
take  that  up  to  something  more  than  2  million. 

So  I  guess  I  would  say  that  there's  been  a  key  investment  in  the 
first  piece,  but  the  other  piece  is  so  critical  because  the  last  thing 
we  want  is  for  a  family  that  is  already  working  and  getting  by  to 
have  to  lose  that  job  and  go  to  welfare  because  they  were  unable 
to  find  child  care. 

Ms.  Pelosi.  Thank  you.  Mr.  Chairman,  I  know  my  time  is  up, 
but  I  just  want  to  say  that  it  is  reported  to  me  that  in  my  city  of 
San  Francisco  we  have  5,000  to  7,000  children  on  the  waiting  list 
for  child  care. 

OFFICE  OF  COMMUNITY  SERVICES 

Mr.  Porter.  Thank  you,  Ms.  Pelosi. 

Secretary  Golden,  I'm  not  going  to  use  the  remaining  time  today 
to  discuss  this  with  you,  but  I  want  you  to  know  that  the  State  of 
Illinois  is  continuing  to  have  great  difficulty  in  its  dealings  with 
the  Office  of  Community  Services  over  the  approval  of  its  fiscal 
year  1998  CSBG  plan.  I  find  this  especially  troublesome  in  light  of 
the  fact  that  the  amendatory  language  suggested  by  the  Office  of 
Community  Services  was  later  rejected  by  that  office  and  that 
there  has  been  no  response  to  further  amendatory  language  sub- 
mitted by  the  State  of  Illinois  on  February  11.  I  may  need  to  dis- 
cuss this  matter  with  you  further  at  a  future  date,  but  I  hope  it 
can  be  resolved,  obviously. 

Ms.  Golden.  Thank  you. 

Mr.  Porter.  Let  me  finish  with  one  concern.  Unfortunately,  we 
haven't  had  nearly  enough  time  to  discuss  all  the  tremendously  im- 
portant responsibilities  that  you  have.  But  going  back  to  Head 
Start,  I  find  it  unacceptable  that  we  have  increased  spending  from 
1993  to  1998  from  approximately  $2.7  billion  to  $4.3  billion  and  yet 
we're  only  serving  about  100,000  extra  kids.  It  was  714,000  chil- 
dren in  1993,  it  is  830,000  today  according  to  our  figures,  yet  we've 
put  substantially  more  resources  in  this  account.  I  realize  that  that 
is  controlled  by  law  and  that  you  have  no  ability  necessarily  to 
change  it.  But  I  think  that  the  Congress  ought  to  change  it.  What 
we  really  ought  to  do  is  get  more  children  served  by  the  program, 
particularly  now  that  we  are  monitoring  the  quality  standards  I 
think  quite  well.  I  hope  that  we  can  put  additional  resources  here 
and  that  we  can  also  put  additional  kids  in  the  program  and  make 
it  work  for  them,  too. 

Ms.  Golden.  I  think  that  the  reason  the  Congress  made  those 
commitments  in  1994  was  the  commitment  to  quality  and  to  re- 
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suits.  And  so,  obviously,  the  Administration's  perspective  is  that  it 
continues  to  be  critically  important  to  make  those  quality  invest- 
ments that  work  for  children.  That's  the  reason  that  it  has  been 
centrally  important  to  restore  that  quality  and  it  will  be  important 
to  continue  that  investment. 

Mr.  Porter.  Secretary  Golden,  thank  you.  We  have  many  addi- 
tional questions  for  the  record  that  we  ask  that  you  respond  to. 

We  thank  you  very  much  for  your  excellent  testimony  and  your 
very  direct  answers  to  our  questions. 

Ms.  Golden.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Porter.  Thank  you. 

[The  following  questions  v/ere  submitted  to  be  answered  for  the 
record:] 
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CHILD  SUPPORT  -  OUTCOME  MEASURES 

Mr.  Porter:  Page  C-19  of  the  congressional  justification  indicates  four  outcome 
measures  for  the  (Child  Support)  family  preservation  and  support  program.  Actual 
performance  is  indicated  for  FY  96  and  goals  are  specified  for  FY  99.  We  are  now  in  the 
sixth  month  for  fiscal  year  1998.  What  are  the  actual  outcome  figures  for  these  measures 
for  FY  97,  and  if  the  numbers  are  not  available,  why  not? 

Ms.  Golden:  FY  1997  preliminary  data  indicates  the  following  levels  of  performance 
on  the  four  outcome  measures: 

o    The  Paternity  Establishment  Percentage  (PEP)  is  137%. 

o    The  Order  Establishment  Rate  is  58%. 

o    The  Collection  Rate  for  Current  Support  is  52%. 

o    The  Percentage  of  Cases  with  Child  Support  Arrearages  that  Pay  Some  Amount  is 
36%. 

OCSE  staff  continue  to  review  State  reports  and  pursue  corrections  or  missing  data. 
Because  of  this  and  possible  technical  refinements,  the  numbers  are  subject  to  change.  It 
is  important  to  note  that  the  PEP  compares  children  born  out  of  wedlock  with  paternity 
established  to  out  of  wedlock  births  in  the  previous  year.  As  states  work  cases  with 
children  over  one  year  old  needing  paternity  established,  it  is  not  unusual  for  their 
performance  to  exceed  1 00  percent. 

A  major  reason  why  State  performance  has  not  met  expectations  is  the  slower  than 
anticipated  progress  related  to  development  and  implementation  of  statewide  automated 
systems. 

Ongoing  automation  efforts  will  improve  both  program  performance  and  future  data 
reporting  by  States. 

Mr.  Porter:  Did  the  agency  identify  goals  for  FY  98,  and  if  so  what  are  they? 

Ms.  Golden:  Projections  on  the  four  outcome  measures  listed  in  the  congressional 
justification  were  not  made  for  FY  1998.  However,  the  performance  targets  established 
in  the  FY  1998  CSE  Performance  Plan  and  the  FY  1998  President's  Budget  are: 

o    983,000  paternities  established;  and 

o    $  1 4.4  billion  in  collections. 

Starting  in  FY  1999,  projections  will  be  made  for  all  the  outcome  measures. 
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ORR  -  REPATRIATION  CONTRACT 

Mr.  Porter:  Page  C-25  of  the  justification  indicates  that  in  January,  1997,  the  agency 
contracted  with  a  private,  national  organization  to  provide  repatriation  services  previously 
provided  by  the  States.  Please  provide  the  identity  of  the  organization  and  the  rationale 
for  entering  into  the  contract. 

Ms.  Golden:  The  Office  of  Refugee  Resettlement  (ORR)  entered  into  a  cooperative 
agreement  with  International  Social  Services,  American  Branch,  Inc.,  390  Park  Avenue 
South,  New  York,  New  York  10016,  to  provide  repatriation  services  for  the  non- 
emergency program  effective  January  13,  1997.  Our  rationale  for  privatizing  the  program 
was  twofold:  to  gain  uniformity  in  quality  of  service  and  to  achieve  efficiencies  of  cost. 
We  believe  that  a  single  entity  with  the  responsibility  for  resettlement  from  the  point  of 
referral  to  the  conclusion  of  the  case,  in  any  part  of  the  U.S.,  results  in  a  more  uniform 
disposition  of  repatriation  cases.  This  configuration  should  also  reduce  the  involvement 
of  many  separate  entities,  streamline  the  repatriation  process,  and  reduce  administrative 
overhead. 

Mr.  Porter:  Which  services  will  continue  to  be  provided?  By  which  States,  and  what 
is  the  value  of  the  contract  relative  to  the  program  appropriation. 

Ms.  Golden:  ORR  will  continue  to  have  oversight  of  the  non-emergency  repatriation 
program  and  provide  technical  assistance  to  International  Social  Services.  ORR 
maintains  responsibility  for  the  administrative  functions  of  the  emergency  repatriation 
program  and  provides  assistance  to  States  when  an  evacuation  of  U.S.  citizens  is 
necessary.  Designated  ports  of  entry  will  determine  which  States  will  be  providing 
DHHS  assistance  during  an  emergency  repatriation,  depending  on  the  number  of 
evacuees  and  the  geographical  location  of  the  countries  being  evacuated.  The  cooperative 
agreement  with  International  Social  Services  is  for  $745,063  and  the  yearly  appropriation 
for  the  repatriation  program  is  $1,000,000. 

EMERGENCY  ASSISTANCE  AND  CHILD  CARE 

Mr.  Porter:  The  budget  requests  indefinite  authority  for  the  AFDC,  Emergency 
Assistance,  and  IV-A  Child  Care  programs  for  FY99.  According  to  page  C-30  of  the 
justification,  "States  have  until  August  21,  1998,  to  submit  prior  year  claims  for  the 
closeout  of  these  programs."  If  final  claims  are  due  five  weeks  before  the  end  of  the 
fiscal  year,  why  does  the  agency  need  authority  to  pay  claims  for  all  of  1999? 

Ms.  Golden:  We  expect  that  all  claims  for  prior  years  will  be  filed  by  States  on  or 
before  August  21,  1998.  However,  due  to  the  timeframe  involved  in  processing  these 
claims,  we  do  not  believe  that  all  of  them  will  be  paid  before  the  end  of  this  fiscal  year. 
Once  States  submit  claims,  they  must  be  reviewed  by  our  Regional  Offices  to 
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determine  whether  they  are  for  allowable  program  expenditures.  If  a  claim  is  determined 
to  be  unallowable,  an  additional  deferral  or  disallowance  process  may  occur.  In  the  past 
it  has  taken  up  to  a  year  or  more  to  settle  claims  with  States. 

Mr.  Porter:  What  would  be  the  impact  on  the  Department  and  States  if  the  FY  99 
appropriation  did  not  include  such  authority? 

Ms.  Golden:  If  indefinite  authority  were  not  given,  there  may  be  insufficient  funds  to 
pay  States  for  the  closeout  of  the  AFDC,  Emergency  Assistance  and  IV- A  child  care 
programs.  If  this  were  the  case,  the  Federal  government  would  not  be  able  to  fully 
reimburse  States  for  legitimate  program  expenditures,  and  the  Department  would  need  to 
seek  a  supplemental  appropriation  to  cover  these  claims. 

FOSTER  CARE  AND  ADOPTION  ASSISTANCE  REQUESTED  RESERVE 

Mr.  Porter:  The  request  includes  a  provision  to  create  a  $200  million  reserve  fund  for 
Foster  Care.  Has  the  agency  ever  requested  a  fund  in  the  past? 

Ms.  Golden:  Yes,  we  have. 

Mr.  Porter:  If  so,  when? 

Ms.  Golden:  We  requested  the  same  amount  as  a  reserve  for  Foster  Care  last  year. 

Mr.  Porter:  How  has  the  administration  of  the  Foster  Care  program  changed  to 
necessitate  the  creation  of  a  reserve  fund? 

Ms.  Golden:  This  reserve  is  proposed  for  either  Foster  Care  or  Adoption  Assistance. 
We  want  to  estimate  the  amount  of  State  claims  for  Foster  Care  and  Adoption  Assistance 
expenditures  conservatively,  so  that  we  avoid  a  surplus  or  a  shortfall  in  either  program. 
No  one  can  be  certain  of  the  amount  of  the  States's  expenditures.  A  reserve  fund  would 
allow  us  to  avoid  increasing  our  estimates  artificially  to  cover  potential  State  claims.  The 
funds  would  be  unused  and  returned  to  the  Treasury  if  they  were  not  needed  and  would 
be  available  to  reimburse  States  promptly  if  they  were  needed. 

Mr.  Porter:  What  would  be  the  impact  on  the  program  if  the  appropriation  does  not 
include  this  new  proposal  for  a  reserve  fund? 

Ms.  Golden:  If  the  funds  were  needed,  States  would  have  to  pay  the  Federal  share  of 
amounts  unavailable  until  a  supplemental  appropriation  could  be  sent  to  and  approved  by 
the  Congress  or,  if  funds  were  available  in  one  program  for  the  other,  a  reprogramming 
could  be  approved. 
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FOSTER  CARE  PERFORMANCE  GOALS 

Mr.  Porter:  Page  D-13  of  the  justification  indicates  two  quantitative  performance 
goals  for  the  Foster  Care  program.  The  first  sets  a  goal  of  increasing  the  percentage  of 
foster  family  placements  that  are  with  relatives  from  26%  in  1995  to  30%  in  1999,  or  an 
increase  of  1%  per  year.  Why  has  the  agency  set  a  goal  for  such  slow  improvement. 

Ms.  Golden:  The  foster  care  system  handles  a  large  number  of  children  so  that  the 
increase  anticipated  actually  accounts  for  over  20,000  children.  In  addition,  the  foster 
care  program  is  managed  by  the  States  and  the  extent  of  usage  of  relative  foster  care  is  a 
matter  of  State  policy.  The  role  of  the  Federal  agency  is  to  promote  the  use  of  relative 
care  when  it  is  appropriate.  Research  is  showing  that  children  in  relative  care  stay 
longer  in  foster  care  than  children  in  regular  foster  family  care.  Studies  are  now  being 
conducted  which  will  help  evaluate  those  circumstances  where  relative  care  is  most 
likely  to  benefit  children  and  those  circumstances  where  it  should  be  avoided.  These 
findings  will  help  States  develop  policy.  Until  then,  we  need  to  be  prudent  in  our 
promotion  of  the  use  of  relative  care.  Even  with  these  caveats,  the  rate  of  increase  in 
the  use  of  relative  foster  care  since  FY  1995  has  been  greater  than  initially  anticipated, 
34%,  as  opposed  to  the  30%  originally  estimated. 

Mr.  Porter:  Why  has  the  agency  selected  FY  95  as  the  baseline  year? 

Ms.  Golden:  At  the  time  this  document  was  developed,  it  was  the  most  recent 
annual  data  available. 

Mr.  Porter:  What  is  the  actual  percentage  of  foster  family  placements  that  are  with 
relatives  for  FY  96  and  FY  97? 

Ms.  Golden:  The  percentage  of  children  in  placement  with  relatives  are: 

9/30/96  34% 

9/30/97     34%  (preliminary) 

We  realize  that  these  figures  exceed  the  goals  established  in  the  Congressional 
Justification.  When  the  goals  were  established  two  years  ago,  we  did  it  on  the  basis  of 
best  estimates  and  without  the  benefit  of  any  hard  data.  As  the  Adoption  and  Foster 
Care  Analysis  and  Reporting  System  (AFCARS)  information  has  been  coming  in,  our 
data  has  improved  considerably  and  we  will  reexamine  the  goals  that  we  have 
established. 

Mr.  Porter:  If  these  data  are  not  available,  why  are  they  not  available  in  the  sixth 
month  of  FY  98? 

Ms.  Golden:  These  data  are  available.  The  percentage  is  34%  in  both  1996  and 
1997. 


771 


Mr.  Porter:  Has  the  agency  set  a  goal  for  foster  family  placements  that  are  with 
relatives  for  FY  98? 

Ms.  Golden:  No,  but  we  have  set  goals  for  FY  99. 

Mr.  Porter:  If  so,  what  is  the  goal?  If  not,  why  is  there  no  goal? 

Ms.  Golden:  Goals  were  set  for  FY  1999  because  that  is  the  fiscal  year  of  the 
budget  that  was  being  submitted. 

Mr.  Porter:  A  second  performance  goal  is  the  reduction  of  mean  number  of 
placements  settings  per  foster  care  placement  episode  from  2.4  in  FY  95  to  2.0  in 
FY  99.  Why  has  the  agency  selected  FY95  as  the  baseline  year? 

Ms.  Golden:  It  was  the  most  recent  data  available  when  the  plan  was  developed. 

Mr.  Porter:  What  is  the  actual  mean  number  of  placements  per  foster  care  episode 
for  FY  96  and  FY  97? 

Ms.  Golden:  This  particular  data  element  is  not  well-reported  and  the  systems  for 
maintaining  the  information  are  not  yet  reliable  in  many  States.  In  addition,  all  States 
are  not  yet  reporting  to  AFCARS,  and  different  States  report  in  different  time  periods. 
The  data  presented  below  should  be  viewed  in  the  context  of  these  limitations. 

9/30/96  2.5 

9/30/97  2.6  (preliminary) 

Mr.  Porter:  If  these  data  are  not  available  why  are  they  not  available  in  the  sixth 
month  of  FY  98? 

Ms.  Golden:  The  data  are  available. 

Mr.  Porter:  Has  the  agency  set  a  goal  for  mean  number  of  placement  settings  per 
foster  care  placement  episode  for  FY98? 

Ms.  Golden:  No,  but  we  have  set  a  goal  for  FY  99. 

Mr.  Porter:  If  so,  what  is  the  goal?  If  not,  why  is  there  no  goal? 

Ms.  Golden:  Goals  were  set  for  FY  1999  because  that  is  the  fiscal  year  of  the 
budget  that  was  being  submitted.  We  believe  it  is  more  productive  to  determine 
whether  or  not  the  trend  is  in  the  direction  of  the  FY  1999  goal. 
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Mr.  Porter:  Why  has  the  agency  not  adopted  performance  goals  for  length  of  time 
spent  in  foster  care? 

Ms.  Golden:  The  performance  goals  which  we  have  proposed  are  outcome-  rather 
than  process-based.  The  ultimate  outcomes  which  we  hope  to  achieve  are  safety, 
permanency  and  well-being  for  children  and  families.  Length  of  stay  in  foster  care  is 
primarily  a  process  measure  and  it  is  difficult  to  interpret  by  itself.  For  example,  during 
the  late  1980's  the  average  length  of  stay  for  children  in  foster  care  declined,  not 
because  the  system  was  handling  their  cases  better,  but  because  there  was  a  major 
increase  in  the  number  of  entries,  i.e.  short-term  cases.  Furthermore,  increased 
emphasis  on  relative  care  and  adoption  should  increase  length  of  stay  since  children  in 
these  statuses  tend  to  stay  in  care  longer.  However,  we  have  not  ignored  length  of  stay 
as  it  relates  to  outcomes.  Our  draft  measures  for  GPRA  include  a  measure  which 
attempts  to  grasp  this  concept  by  accounting  for  both  outcomes  and  length  of  stay.  We 
expect  to  be  working  with  our  partners  to  refine  this  approach. 

Mr.  Porter:  Isn't  this  an  appropriate  and  necessary  metric  for  assessing  the 
effectiveness  of  the  foster  care  program? 

Ms.  Golden:  Our  draft  measures  for  GPRA  include  a  measure  which  attempts  to 
grasp  this  concept  by  accounting  for  both  outcomes  and  length  of  stay.  We  expect  to  be 
working  with  our  partners  to  refine  this  approach. 

Mr.  Porter:  Pages  D-17  and  D-18  of  the  justification  indicate  7  performance  goals 
for  the  adoption  assistance  program.  The  agency  has  chosen  1995  as  the  base  year  for  6 
of  the  goals.  For  each,  please  indicate  why  1995  was  chosen  as  the  base  year,  what  are 
the  actual  measurements  for  1996  and  1997,  and  if  these  data  are  not  available,  why 
they  are  not  available  in  the  sixth  month  of  FY  98  given  that  data  on  the  number  of 
adoptions  and  guardianships  is  available  and  reported  for  FY  97  on  page  D-17  of  the 
justification. 

Ms.  Golden:  At  the  time  this  document  was  developed,  1995  was  the  most  recent 
annual  data  available.  It  should  be  noted  that  the  Adoption  and  Foster  Care  Analysis 
and  Reporting  System  (AFCARS)  is  still  in  the  developmental  stage.  This  affects  the 
quality  of  the  data  being  submitted.  For  example,  although  approximately  70%  of  the 
States  submit  data,  only  about  two-thirds  of  those  data  sets  are  of  acceptable  quality  to 
be  used  for  analysis.  Furthermore,  there  is  a  substantial  amount  of  missing  data  for 
many  of  the  elements.  These  issues,  the  fact  that  different  States  report  in  different 
reporting  periods,  and  other  factors  make  some  of  the  estimates  from  these  data 
fluctuate.  It  should  be  noted  that  AFCARS  data  is  reported  every  six  months. 
Consequently,  even  with  its  weaknesses,  we  are  able  to  monitor  trends  in  the  child 
welfare  system  in  a  timely  manner.  We  plan  to  revise  our  goals  as  the  data  improve 
(i.e.  more  SACWIS  systems  go  on  line)  and  we  have  more  confidence  in  the  reports.  In 
addition,  we  will  be  working  with  our  partners  to  further  develop  and  refine  the 
performance  measures. 
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In  the  context  of  these  limitations,  the  data  below  reflect  information  as  of  9/30/96 
and  9/30/97. 


%  reunified 

1996 
64% 

1997 
(Preliminary) 
60% 

%  adopted 

11% 

13% 

%  guardianship 

3% 

3% 

#  minorities  adopted 

8,300 

10,800 

#  children  with 

disabilities  adopted1 

NA 

NA 

Median  time  between  placement 
and  adoption—all 

39 

37 

Difference  in  median  time 
between  placement  and 
adoption  for  white 
and  African- American 
children 

12 

13 

Difference  in  median  time 
between  placement  and 
adoption  for  white  and 
Hispanic  children 
%  adoptions  by  relatives 

3 
13 

3 

10 

%  guardianships  by 
relatives 

60 

51 

The  FY  97  data  on  adoptions  and  guardianships  were  estimates  based  on  data  from 
the  Voluntary  Cooperative  Information  System.  These  estimates  are  being  updated  as 
part  of  the  process  of  establishing  baselines  for  the  Adoption  Incentive  Program 
authorized  under  the  Adoption  and  Safe  Families  Act. 


1  The  data  are  so  poorly  reported  on  this  element  that  an  estimate  cannot  be  developed. 
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NOTE:  The  1997  percentages  for  adoption  and  reunification  exceed  the  goals 
indicated  in  the  Congressional  Justification.  When  the  goals  were  established  two 
years  ago,  we  did  it  on  the  basis  of  best  estimates  and  without  the  benefit  of  any  hard 
data.  As  the  AFCARS  information  has  been  coming  in,  our  data  has  improved 
considerably;  it  has  shown  us,  among  other  things,  that  we  need  to  rethink  the 
relationships  among  the  goals  of  adoption,  guardianship  and  reunification  as  portions  of 
the  total  numbers  of  children  who  exit  the  foster  care  system.  Preliminary  analysis 
indicates  that  as  one  or  two  of  them  rise,  the  third  may  very  well  decrease. 

Mr.  Porter:  Please  indicate  whether  for  each  measure  a  goal  has  been  set  for  FY  98. 
If  so,  please  report  the  goal,  and  if  not,  please  explain  why  no  goal  has  been  chosen. 

Ms.  Golden:  No  goals  have  been  set  for  FY  1998  because  things  change  so  slowly 
in  large  systems  such  as  the  foster  care  system,  we  believe  it  is  more  productive  to 
determine  whether  or  not  the  trend  is  in  the  direction  of  the  FY  1999  goal. 

SOCIAL  SERVICES  BLOCK  GRANT 

Mr.  Porter:  Page  E-6  of  the  justification  indicates  that  the  agency  is  developing  a 
State-by-State  tracking  system  to  monitor  28  services  provided  by  the  States.  What  is 
the  status  of  the  system,  is  FY  96  data  available,  and  when  will  FY  97  data  be 
available? 

Ms.  Golden:  The  system  which  tracks  total  Federal,  State  and  local  funding 
receives  its  information  from  the  SSBG  Post  Expenditure  Annual  Reports.  States  may 
submit  these  reports  up  to  one  year  after  the  close  of  the  fiscal  year.  Fiscal  Year  1996 
data  is  still  being  placed  into  the  system  and  therefore  not  yet  ready  for  tabulation  and 
analysis.  All  but  three  states  have  submitted  FY  1 996  data  and  these  states  have 
indicated  that  their  reports  are  forthcoming  shortly.  The  FY  1997  data  is  due  after 
October  1,  1998. 

Mr.  Porter:  What  are  the  preliminary  findings  of  the  new  system? 

Ms.  Golden:  The  State-by-State  tracking  system  provides  national  total 
expenditures  and  SSBG  expenditures  by  service.  The  tabulation  of  information  from 
the  SSBG  Post  Expenditure  Annual  Reports  indicates  that  categories  of  service 
receiving  the  largest  percent  of  SSBG  funds  are  services  for  children,  i.e.,  Day  Care  for 
Children— 14.79%;  Protective  Services  for  Children— 1 1 .01%;  and  Foster  Care  Services 
for  Children— 10.44%.  Tabulations  about  other  services  are  also  available. 

Mr.  Porter:  Section  E  of  the  justification  does  not  report  the  development  of 
performance  goals  for  the  Social  Services  Block  Grant.  Is  the  agency  required  to 
develop  performance  measures  and  goals  for  the  SSBG?  Has  the  agency  done  so,  and  if 
so,  what  are  they? 
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Ms.  Golden:  SSBG  funds  support  outcomes  across  the  human  services  spectrum 
and  these  outcomes  may  be  associated  with  objectives  and  targets  elsewhere  in  the  ACF 
GPRA  Plan  such  as  child  care,  adoption  services,  special  services  to  the  disabled, 
home-based  services,  foster  care,  etc.  For  these  reasons,  ACF  has  not  specified 
individual  measures  for  the  SSBG  program. 

Mr.  Porter:  Is  the  agency  measuring  outcomes  or  simply  outputs? 

Ms.  Golden:  Because  SSBG  funds  support  outcomes  across  the  human  services 
spectrum  and  these  outcomes  are  associated  with  objectives  and  targets  for  other 
programs,  ACF  has  not  specified  individual  measures.  However,  ACF  is  exploring 
with  states  which  types  of  output  measures  would  give  the  most  accurate  information 
about  this  block  grant. 

Mr.  Porter:  In  FY  97,  the  Administration  testified  that  it  was  "very  concerned  about 
the  impact.. .on  low  and  moderate  income  individuals  and  their  families"  of  a  reduction 
in  the  SSBG  to  $2.38  billion.  In  FY  98,  the  Administration  testified  that  $2.38  billion 
was  "an  appropriate"  funding  level.  Now,  the  President's  FY  99  budget  indicates  that 
$2.38  billion  is  too  much  and  requests  a  reduction  of  $471  million  below  that  amount. 
Why  does  the  Administration  continue  to  change  its  policy  regarding  this  program? 

Ms.  Golden:  The  SSBG  is  an  important  program  that  helps  States  provide  such 
programs  as  home-based  services,  child  day  care,  adoption  and  foster  care  services, 
protective  services  for  children  and  adults,  family  planning,  employment,  education  and 
training  and  information  and  referral  services.  Often  SSBG  funds  provide  start-up 
funds  for  critical  programs.  Before  FY  1 997,  the  Administration  was  concerned  about 
the  impact  that  a  reduction  might  have  on  low  and  moderate  income  individuals  and 
families,  most  particularly  in  view  of  pending  welfare  reform  legislation.  With  the 
passage  of  TANF,  states  can  transfer  up  to  10  percent  of  the  State's  Family  Assistance 
Grant  to  the  SSBG  program  to  be  used  for  programs  and  services  to  children  or  their 
families  whose  income  is  less  than  200  percent  of  the  official  income  poverty  level. 
Also,  the  President's  FY  1999  Budget  requests  an  overall  increase  in  programs  for 
children  and  families. 

Mr.  Porter:  Between  1995  and  1996,  funding  for  the  SSBG  was  reduced  by  $419 
million  from  $2.8  billion  to  $2,381  billion.  According  to  the  new  data  tracking  system, 
how  many  individuals  or  households  received  services  under  the  SSBG  program  in  FY 
95  and  FY  96? 

Ms.  Golden:  The  tracking  system  is  built  upon  information  submitted  on  a 
standardized  form  of  28  services.  Not  all  states  submitted  this  form  for  FY  1995  and 
FY  1 996.  Moreover,  many  states  who  submitted  the  form  did  not  list  the  number  of 
recipients  served.  We  are  working  with  states  to  receive  more  complete  reporting 
which  should  be  reflected  in  the  FY  1997  data. 
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Mr.  Porter:  Based  on  the  data  available  in  the  tracking  system,  how  many  people 
does  ACF  estimate  will  lose  services  if  the  President's  FY  99  request  is  enacted? 

Ms.  Golden:  Although  some  states  may  be  collecting  information  on  the  number  of 
people  served,  based  on  the  data  submitted,  ACF  is  unable  to  make  this  projection. 
ACF  is  working  with  states  to  receive  more  complete  reporting  on  the  recipient  count. 
This  information  should  be  reflected  in  the  FY  1997  data. 

FAMILY  PRESERVATION  AND  SUPPORT 

Mr.  Porter:  The  GPRA  performance  goals  for  the  Family  Preservation  and  Support 
program  are  the  same  as  the  goals  indicated  for  the  Foster  Care  and  Adoption 
Assistance  account  for  reunification,  adoption  and  guardianships.  Regarding 
reunification,  the  goal  is  to  increase  the  percentage  of  children  who  exit  foster  care 
through  reunification  from  69%  in  FY95  to  73%  in  FY99,  a  4%  increase  over  four 
years.  Does  a  four  percent  increase  in  exits  through  reunification  over  four  years  justify 
the  combined  appropriation  for  foster  care  and  family  preservation  reunification 
activities? 

Ms.  Golden:  I  would  like  to  point  out  that  since  the  CJ  was  published,  we  have 
received  updated  data  that  reveal  a  decrease  in  the  percentage  of  children  who  exit 
foster  care  through  reunification.  This  preliminary  figure  has  dropped  to  60%.  Our  FY 
1999  goal  is  a  1 3%  increase  over  the  most  recent  data. 

We  regard  the  services  provided  by  the  child  welfare  system  to  constitute  a 
continuum  of  care  from  investigation,  preventive  services,  out-of-home  care, 
reunification  services,  adoption  services,  guardianship  services,  independent  living 
services,  aftercare  services,  etc.  These  services  are  funded  through  title  IV-B  parts  I 
and  II,  title  IV-E,  the  Child  Abuse  Prevention  and  Treatment  Act,  the  Social  Services 
Block  Grant,  and  a  variety  of  other  federal,  State  and  local  sources.  All  of  these 
services  are  designed  to  achieve  safety,  permanency  and  well-being  for  children  and 
families.  Therefore,  it  is  most  appropriate  to  measure  performance  of  the  entire  system. 
We  believe  that  the  goals  of  the  system  become  distorted  if  only  one  indicator  of  one 
goal  is  used  to  measure  the  effectiveness  of  the  system.  That  is  why  the  indicators  we 
have  proposed  use  a  variety  of  measures  to  reflect  the  overall  outcomes. 

Mr.  Porter:  Two  years  ago,  ACF  testified  that  ongoing  evaluations  of  the  Family 
Preservation  and  Support  program  would  determine  the  extent  to  which  such  programs 
reduce  the  number  of  children  in  foster  care,  keep  children  safe,  and  improve  family 
functioning.  ACF  indicated  in  the  budget  hearing  record  for  FY  97  that  preliminary 
findings  would  be  available  in  January  1998.  What  are  the  results  of  these  evaluations, 
and  if  they  are  not  available,  why  are  they  not  available,  and  when  will  they  be 
available? 
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Ms.  Golden:  There  are  three  studies  underway:  (1)  to  assess  the  implementation  of 
the  1993  family  preservation  and  support  legislation;  (2)  to  evaluate  the  outcomes  of 
family  preservation  programs;  and  (3)  to  evaluate  the  outcomes  of  family  support 
programs  such  as  those  funded  under  the  law. 

Preliminary  results  of  the  implementation  study  and  the  family  preservation 
outcomes  study  are  cited  below.  Copies  of  those  interim  reports  are  currently  under 
review  by  the  Department  and  will  be  available  in  two  months. 

The  implementation  study  examines  what  States  are  doing  in  terms  of  family 
preservation  and  family  support  services,  and  tracks  what  kind  of  changes  they  make 
over  time.  In  this  study,  case  studies  of  the  early  stages  of  implementation  were 
conducted  in  10  states  and  approximately  two  localities  within  each  state.  In  addition, 
the  State  Plans  and  annual  updates  to  the  plans  for  all  fifty  states  were  reviewed  and 
synthesized.  A  draft  interim  report  was  prepared  in  January  1998  and  circulated  to  the 
states  and  localities  participating  in  the  case  studies,  the  study's  advisory  panel  and 
federal  staff.  Comments  on  the  draft  report  are  still  being  received.  Follow-up  visits 
that  will  focus  on  later  stages  of  implementation,  particularly  service  delivery  and 
program  results  will  take  place  between  April  and  November,  1998.  A  final  report  is 
scheduled  for  June,  1999. 

The  family  preservation  outcomes  study  has  completed  data  collection  in  one  of  five 
sites  -  the  New  York  City  Home  Rebuilders  program.  The  interim  report  will  focus  on 
this  program,  which  is  a  reunification  program  that  attempted  to  return  children  home 
from  foster  care  more  quickly.  [Data  collection  is  continuing  in  the  other  four  sites 
(New  Jersey,  Kentucky,  Pennsylvania,  and  Tennessee),  and  preliminary  results  from  at 
least  two  of  those  sites  will  be  available  in  calendar  year  1999.] 

The  New  York  City  Home  Rebuilders  initiative  was  a  test  of  a  new  approach  to  the 
reunification  of  foster  children.  The  initiative  financed  foster  care  services  based  on 
concepts  from  managed  care.  Agencies  were  promised  a  flat  amount  for  a  3-year 
period,  which  was  intended  to  cover  the  costs  of  providing  services  for  an  identified 
group  of  children.  The  initiative  involved  six  local  private  agencies,  three  of  which 
engaged  in  random  assignment  of  children  into  treatment  groups  (who  received  a 
capitated  payment)  and  control  groups  (who  continued  to  receive  per  diem  payments). 
In  some  agencies,  care  days  for  the  treatment  groups  were  lower  than  for  the  control  or 
comparison  groups.  The  Department's  study  suggests  that  programs  like  Home 
Rebuilders  have  the  potential  of  achieving  a  reduction  in  days  in  foster  care,  but  that 
goal  is  likely  to  be  achieved  only  under  certain  circumstances:  in  agencies  with 
particular  characteristics  or  with  particular  approaches  to  the  work. 

A  preliminary  review  of  family  support  programs  is  available  and  a  typology  of 
programs  has  been  developed  that  will  be  used  in  the  final  analysis.  The  family  support 
outcomes  evaluation  will  not  have  a  report  until  calendar  year  1999  as  data  collection  is 
still  continuing. 
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Mr.  Porter:  Please  provide  a  table  for  the  fiscal  years  1994-1998  indicating  the 
amount  of  emergency  contingent  funding  appropriated  and  available  for  each  year  and 
the  amount  of  such  funding  obligated  in  each  year. 

Ms.  Golden:  The  information  on  LIHEAP  emergency  contingency  funding  follows. 


Mr.  Porter:  Page  G-19  of  the  justification  indicates  two  performance  goals  and  five 
measures  for  LIHEAP.  None  of  the  measures  track  program  outcomes.  Four  of  the 
measures  track  inputs  and  one  tracks  program  outputs.  Does  the  agency  intend  to 
develop  outcome  goals  and  measures  for  LIHEAP? 

Ms.  Golden:  The  LIHEAP  performance  information  included  in  the  HHS  budget  is 
a  subset  of  goals  and  measures  selected  from  the  LIHEAP  Model  Performance  Goals 
and  Measures  mandated  by  1 994  amendments  to  the  LIHEAP  statute.  We  developed 
these  Model  Performance  goals  and  Measures  in  cooperation  with  our  state,  tribal  and 
local  grantee  partners.  This  panel  of  grantee  partners  identified  and  assessed  measures 
that  states  can  use  to  evaluate  their  progress  toward  important  goals  and  to  recommend 
actions  to  improve  the  utility  of  such  measures.  Therefore,  at  this  point,  some  of  the 
measures  are  process  and  capacity  measures  rather  than  outcome  measures. 

Through  the  LIHEAP  GPRA  Partnership  Project,  we  are  continuing  to  work  in 
collaboration  with  LIHEAP  grantees  to  develop  and  refine  performance  measures  for 
LIHEAP.  Flexibility  and  minimal  reporting  requirements  inherent  in  the  block  grant 
process  pose  special  challenges  in  developing  effective  and  useful  outcome  measures. 
In  the  interim,  we  believe  that  achieving  these  intermediate  outcome  or  process 
measures  will  positively  affect  the  program's  ultimate  outcome. 

Mr.  Porter:  The  LIHEAP  Act  allows  states  to  determine  the  types  of  payments  it 
makes  for  LIHEAP  including  unrestricted  cash  payments  to  vendors  or  energy 
vouchers.  Please  indicate  how  total  LIHEAP  funding  is  allocated  by  the  states  by 
payment  type. 

Ms.  Golden:  The  LIHEAP  statute  has  always  allowed  states  to  determine  the  types 
of  payments  to  be  made  to  or  on  behalf  of  eligible  households.  We  do  not  collect  data 
from  LIHEAP  grantees  about  how  they  allocate  their  LIHEAP  funds  by  payment  type 


Contingency 
Funding 
Available 


Contingency 
Funding 
Awarded 


FY  1994 
FY  1995 
FY  1996 
FY  1997 
FY  1998 


$300,000,000 
$300,000,000 
$300,000,000 
$420,000,000 
$300,000,000 


$300,000,000 
$100,000,000 
$180,000,000 
$215,000,000 
$  0 
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as  such  data  are  not  required  by  the  LIHEAP  statute.  However,  we  estimate  from  data 
from  the  Department  of  Energy's  1993  Residential  Energy  Consumption  Survey  that  of 
the  households  receiving  heating  assistance  during  federal  fiscal  year  1993,  the 
following  types  of  payments  were  made: 


Payment  Type  %  of  Recipients  %pf  Dollars 

Check  to  Fuel  Supplier                 70%  78% 

Check  to  household                     1 9%  1 6% 

Voucher                                   3%  2% 

Two-Party  Check                        4%  3% 

Other                                      4%  1% 


We  do  not  have  updated  estimates  from  the  1997  Residential  Energy  Consumption 
Survey  at  this  time. 

We  know  of  no  State  that  uses  unrestricted  payments  to  households  as  its  primary 
method  of  distributing  benefits.  Most  States  make  direct  cash  payments  to  clients  only 
in  very  limited  circumstances,  if  at  all. 

By  far,  the  most  common  method  of  payment  is  a  letter  of  credit  to  a  recipient 
household's  heating  vendor.  The  vendor  receives  payment  only  upon  providing 
documentation  that  the  benefit  has  been  used  to  pay  for  home  energy  for  the  household. 
Some  States  provide  vouchers  or  two-party  checks,  usually  in  cases  where  the 
household's  energy  vendor  has  refused  to  sign  a  vendor  agreement  that  provides  the 
assurances  of  equitable  treatment  required  by  the  law. 

Mr.  Porter:  In  reporting  income  attributes  of  LIHEAP  recipients,  ACF  does  not 
consider  non-cash  benefits  or  after-tax  cash  benefits,  for  example  Food  Stamps  and  the 
Earned  Income  Tax  Credit.  The  President's  FY95  budget  request  for  LIHEAP  indicated 
that  recent  expansion  of  the  Earned  Income  Tax  Credit  and  the  Food  Stamps  program 
lessened  the  need  to  provide  LIHEAP  funding  at  historic  levels.  Please  provide  an 
analysis  of  how  those  and  similar  non-cash  and  after-tax  cash  benefits  improve 
LIHEAP  recipient  self-sufficiency  and  diminish  the  need  for  increased  LIHEAP 
funding. 

Ms.  Golden:  We  estimate  from  data  from  the  Census  Bureau's  March  1997  Current 
Population  Survey  that  73  percent  of  the  households  receiving  heating  assistance  during 
the  1996-97  winter  also  received  public  assistance  through  AFDC,  Food  Stamps,  SSI, 
subsidized  housing  or  other  public  assistance.  Estimates  of  receipt  of  other  assistance 
are  unavailable  for  LIHEAP  cooling,  crisis,  or  weatherization  assistance. 

Mr.  Porter:  Please  submit  a  table  indicating  the  number  of  LIHEAP  recipients  that 
pay  no  energy  bill,  the  number  that  receive  other  energy  assistance  and  the  amount  of 
such  assistance,  and  the  number  of  recipients  who  make  fixed  energy  payments.  In 


780 


each  case,  indicate  the  amount  of  LIHEAP  funding  received  by  these  recipients. 

Ms.  Golden:  We  do  not  collect  such  data.  We  are  unaware  of  other  sources  for  the 
requested  data. 

Mr.  Porter:  Provide  a  table  which  shows  FY  95,  FY  96,  FY  97  and  FY  98  carryover 
balances  by  state. 

Ms.  Golden:  Enclosed  is  a  table  which  shows  carryover  to  FY  1995,  FY  1996,  FY 
1997,  and  FY  1998  by  state. 
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Mr.  Porter:  According  to  the  most  recent  available  information,  please  provide  the 
tables  relating  to  LIHEAP  that  were  printed  in  the  FY98  hearing  volume  pp.  724-737. 

Ms.  Golden:  The  updated  tables  follow. 


Table  2.  Average  price  by  fuel  type  and  by  year,  constant  FY  1997  dollars  per  millions 
of  British  Thermal  Units2 


Calendar  Year 

Fuel  Type 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

Electricity 

26.40 

29.49 

30.51 

30.49 

31.73 

30.93 

29.71 

30.73 

31.98 

33.53 

33.9 
0 

Natural  Gas 

4.65 

4.64 

5.09 

5.57 

6.20 

6.28 

6.57 

7.15 

7.55 

8.57 

9.73 

Fuel  Oil 

5.92 

7.08 

8.08 

8.23 

8.76 

8.67 

11.19 

13.64 

15.15 

13.87 

12.4 
9 

Composite  Average 

10.16 

11.15 

11.85 

12.14 

12.90 

12.73 

13.13 

14.36 

15.59 

16.09 

17.1 
5 

Calendar  Year 

Fuel  Type 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

Electricity 

32.50 

32.25 

31.66 

30.96 

29.73 

29.12 

27.99 

27.54 

27.41 

26.94 

26.58 

Natural  Gas 

9.42 

9.10 

8.51 

7.80 

7.40 

7.28 

7.10 

6.84 

6.72 

6.82 

6.92 

Fuel  Oil 

12.11 

11.29 

8.80 

8.15 

7.93 

8.37 

9.38 

8.63 

7.68 

7.27 

6.88 

Composite  Average 

16.45 

15.98 

15.47 

15.09 

14.74 

14.53 

14.44 

14.08 

13.86 

13.73 

13.62 

Fuel  Type 

Calendar  Year 

1995 

19% 

FY97 

Electricity 

25.85 

25.30 

25.60 

Natural  Gas 

6.36 

6.52 

7.45 

Fuel  Oil 

6.56 

7.33 

7.30 

Composite  Average 

13.03 

13.01 

13.62 

^Composite  (all  fuels)  average  is  weighted,  based  on  the  amount  of  each  fuel  (i.e.,  electricity, 
natural  gas,  and  fuel  oil)  purchased  for  residential  use.    Fuel  prices  were  taken  from  tables  9.8c,  9.9,  and 
9.11  of  the  Monthly  Energy  Review  (January  1998,  DOE/EIA-0035  (98/01).    Fuel  costs  were  converted  to  dollars 
per  mmbtu  using  conversion  factors  shown  in  tables  A.I,  A. 4,  and  A. 8  of  the  same  issue  of  the  Monthly  Energy 
Review. 
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Average  Fuel  Prices 

In  Constant  FY  1997  Dollars 
1973  -  FY  1997 


a  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  

1973  197S  1977  1979  1991  199S  1989  1997  1999  1991  199S  1998  FY97 
1974  1979  1979  1990  1992  1984  1999  1988  1990  1992  1994  1998 

Calendar  Year 
Electricity  +  Natural  Gat     Fuel  OH  *-  Composite  Average 
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NUMBER  OF  HOUSEHOLDS  ASSISTED  BY  STATES" 

WINTER 
YEAR  ROUND  SUMMER 
HEATING  COOLING  CRISIS  CRISIS  WEATHERIZATION 


1984 

6,443.637 

537,598 

992,774 

(combined  win/sum) 

180,758 

1985 

6,545.616 

511,333 

885,005 

(combined  win/sum) 

217,864 

1986 

6,359.924 

535,553 

951,945 

114,194 

191,316 

1987 

6,495,409 

366,721 

1,060,425 

60,797 

172,372 

1988 

5,827,481 

309,044 

981,775 

57.750 

156,770 

1989 

5,595,268 

126,977 

890,616 

20,384 

142,584 

1990 

5,459,631 

358,823 

1,058.067 

37,340 

148,104 

1991 

5,769,346 

374,483 

1,004,634 

39,399 

127,587 

1992 

5,906,292 

384,468 

950,275 

25,570 

106,066 

1993 

5,282,993 

143,279 

956,435 

47,169 

111,295 

1994 

5,663,040 

145,684 

1,127,832 

24,532 

126,086 

1995 

5,147,619 

341,041 

932,263 

77,915 

102,817 

1996 

3,972,219 

128,538 

830,273 

32.628 

91,503 

1997* 

4,048,141 

122,642 

780,034 

21,168 

75,047 

-A  total  unduplicated  number  of  LIHEAP  recipient  households  cannot  be  calculated  from  state  reports  because  households 
could  receive  more  than  one  type  of  LIHEAP  assistance. 
^Preliminary  counts. 


AVERAGE  BENEFIT  LEVEL" 
WINTER/ 

YEAR  ROUND  SUMMER 
HEATING  COOLING       CRISIS  CRISIS  WEATHERIZATION^ 


1984 

213 

60 

227 

(combined  win/sum) 

NA 

1985 

224 

57 

216 

(combined  win/sum) 

NA 

1986 

213 

67 

208 

(combined  win/sum) 

NA 

1987 

197 

81 

189 

(combined  win/sum) 

NA 

1988 

197 

68 

198 

(combined  win/sum) 

NA 

1989 

182 

97 

208 

95 

NA 

1990 

189 

70 

175 

109 

NA 

1991 

190 

73 

216 

105 

NA 

1992 

168 

59 

204 

137 

NA 

1993 

180 

155 

187 

97 

NA 

1994 

188 

171 

198 

95 

NA 

1995 

172 

129 

211 

202 

NA 

-Computed  by  HHS  based  on  state  estimates  of  obligated  funds  and  state  reports  on  number  of  households  assisted.  Average 
household  benefits  for  FY  1996  not  available  at  this  time. 
-Comparable  data  are  not  available. 
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Average  LIHEAP  recipient  household  cash  income  from  March  Current  Population 
Surveys  in  1981  constant  dollars,  calendar  years  1981  -  1995 


Calendar  Year 

1981  Constant 
Dollars 

1981 

$7,215 

1982 

$6,690 

1983 

$6,709 

1984 

$6,921 

1985 

$6,623 

1986 

$6,812 

1987 

$6,568 

1988 

$6,383 

1989 

$6,551 

1990 

$6,526 

1991 

$6,366 

1992 

$6,310 

1993 

$7,164* 

1994 

$7,287* 

1995 

$7,201* 

1996 

$7,080* 

*Data  may  not  be  comparable  to  earlier  data  due  to  changes  in  CPS  interview 
methodology.  Caution  should  be  used  in  interpreting  these  data. 
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Percent  of  household  income  spent  on  residential,  space  heating,  and  space 
cooling  energy  by  all,  low  income,  and  LIHEAP  recipient  households,  fiscal  years 
1982-1996 


Fiscal  Total  Residential  Space  Heating  Space  Cooing 


Ail 

Loin 

LIHEAP 

All 

Loin 

LIHEAP 

Ail 

Loin 

LIHEA 

19S2 

4.5 

10.7 

13.3 

- 

- 

6.8 

- 

- 

- 

1983 

4.3 

14.1 

16.1 

1 .6 

5.8 

7.0 

1984 

4.4 

13.9 

- 

1.7 

5.9 

- 

- 

- 

- 

1985 

4.1 

13.4 

15.6 

1.6 

5.4 

6.6 

- 

- 

- 

1986 

3.9 

12.9 

15.1 

1.4 

5.1 

6.2 

0.4 

1.1 

1.0 

1987 

3.4 

11.4 

13.2 

1.2 

4.2 

5.2 

0.4 

1.0 

1.4 

1988 

3.4 

10.6 

13.8 

1.2 

3.9 

5.4 

0.4 

1.2 

1.3 

1989 

3.3 

10.8 

13.7 

1.1 

3.9 

5.4 

0.4 

1.1 

1.1 

1990 

3.1 

10.3 

13.2 

1.1 

3.7 

5.2 

0.4 

1.1 

1.1 

1991 

3.2 

10.1 

12.4 

1.0 

3.3 

4.7 

0.4 

1.1 

1.2 

1992 

3.1 

9.6 

11.5 

1.0 

3.2 

4.4 

0.4 

0.9 

0.9 

1993 

3.3 

9.7 

12.1 

1.1 

3.3 

4.7 

0.4 

0.9 

1.0 

1994 

3.3 

9.8 

12.1 

1.0 

3.3 

4.5 

0.4 

0.9 

0.9 

1995 

3.1 

9.3 

11.3 

0.9 

2.8 

3.8 

0.4 

1.0 

0.9 

1996 

2.9 

9.3 

11.4 

0.9 

3.2 

4.3 

0.3 

0.8 

0.9 

-  indicates  that  data  are  unavailable. 

*As  reported  in  HHS'  annual  LIHEAP  reports  to  Congress 
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Tables  for  FY  1994  and  FY  1995  on  LIHEAP  administrative  costs  are  attached. 
We  have  no  estimates  yet  for  FY  1996.  The  LIHEAP  statute  allows  States  to  spend  up 
to  10%  of  funds  payable,  which  may  include  leveraging  incentive  awards,  or  oil 
overcharge  or  State  or  other  funds  added  to  their  block  grant  allocation.  State  funds 
added  to  the  program  may  all  be  spent  on  administrative  and  planning  costs,  without 
regard  to  the  1 0%  limit.  Accordingly,  some  States  may  appear  to  have  violated  the 
10%  limit.  However,  we  have  verified  in  each  case  that  the  States'  administrative  and 
planning  costs  did  not  exceed  10%  of  their  funds  payable. 
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FY  1994  LIHEAP  administrative  costs  as  a  percentage  of  available  federal  funds,  by  state 


State  Fund  payable  Administrative  Admin,  costs/ 

costs  funds  payable 


Total 

$1,735,574,464 

$148,367,568 

8.5X 

Alabama 

12,481,184 

1,106,037 

8.9X 

Alaska 

6,509,737 

650,974 

10.0% 

Arizona 

5,850,686 

585,069 

10. OX 

Arkansas 

9,280,767 

909,609 

9.8% 

California 

67,236,819 

6,697,794 

10. OX 

Colorado 

23,034,789 

2,280,593 

9.9X 

Connecticut 

37,765,205 

3,345,691 

8.9X 

Delaware 

4,329,035 

376,142 

8.7X 

Dist.  of  Col. 

4,898,046 

447,298 

9.1X 

Florida 

19,173,438 

1,917,343 

10. OX 

Georgia 

16,225,478 

1,289,533 

7.9X 

Hawaii 

1,527,801 

152,780 

10. OX 

Idaho 

8,834,804 

878,488 

9.9X 

Illinois 

94,011,051 

8,191,488 

8.7X 

Indiana 

43,377,969 

4,197,453 

9.7X 

Iowa 

34,350,638 

2,918,489 

8.5X 

Kansas 

12,453,662 

1,205,343 

9.7X 

Kentucky 

31,061,921 

2,491,105 

8. OX 

Louisiana 

12,390,034 

1,228,622 

9.9X 

Maine 

26,617,234 

2,475,053 

9.3X 

Maryland 

30,288,356 

2,980,318 

9.8X 

Massachusetts 

76,142,137 

6,737,597 

8.8X 

Michigan 

126,360,604 

7,726,348 

6.1X 

Minnesota 

93,566,514 

8,476,401 

9.1X 

Mississippi 

10,402,813 

1,038,539 

10. OX 

Missouri 

32,781,183 

3,264,875 

10. OX 

Montana 

9,066,649 

814,616 

9. OX 

Nebraska 

12,997,004 

1,299,700 

10. OX 

Nevada 

2,983,515 

296,465 

9.9X 

New  Hampshire 

14,393,450 

1,304,866 

9. IX 

New  Jersey 

65,103,737 

6,149,674 

9.4X 

New  Mexico 

6,786,674 

614,008 

9. OX 

New  York 

244,443,690 

22,210,280 

9.1X 

North  Carolina 

26,283,392 

3,074,630 

11 .7X 

North  Dakota 

16,719,438 

1,050,703 

6.3X 

Ohio 

97,058,234 

5, 169,927 

5.3X 

Oklahoma 

10  396  504 

858  370 

8.3X 

Oregon 

17|81li868 

1,863)419 

1o!5X 

Pennsylvania 

119,236,923 

8,767,367 

7.4X 

Rhode  Island 

12,491,845 

1,130,000 

9. OX 

South  Carolina 

10,168,354 

1,025,447 

10. 1X 

South  Dakota 

9,501,433 

736,244 

7.7X 

Tennessee 

19,582,328 

301,596 

1.5X 

Texas 

32,003,457 

3,192,226 

10. OX 

Utah 

10,358,532 

757,246 

7.3X 

Vermont 

13,776,533 

1,319,640 

9.6X 

Virginia 

28,331,836 

2,795,840 

9.9X 

Washington 

28,429,040 

2,706,984 

9.5X 

West  Virginia 

16,503,089 

1,650,308 

10. OX 

Wisconsin 

65,974,733 

5,287,000 

8. OX 

Wyoming 

4,220,301 

422,030 

10.  OX 
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FY  1995  LIHEAP  administrat 

ive  costs  as  a  percentage 

of  available  federal 

funds,  by  state 

State 

Fund  payable 

Administrative 

Admin,  costs/ 

costs 

funds  payable 

Total 

$1 ,410,444,736 

$132,979, 181 

9.4% 

Alabama 

11 ,362,854 

976,668 

8.6% 

Alaska 

5,489,619 

583,778 

10.6% 

Arizona 

5,292,549 

625, 135 

11.8% 

Arkansas 

8,466,795 

800,000 

9.4% 

Cal  i  form  a 

61 ,373,585 

6,137,359 

1 0 . 0% 

Colorado 

21 ,371 ,460 

2,069,406 

9.7% 

Connecticut 

28,507,455 

3,248,031 

11 .4% 

Delaware 

3,630,571 

363,057 

10.0% 

Dist.  of  Col. 

4,401 ,982 

421,952 

9.6% 

Florida 

17,508,317 

1,749,385 

1 0 . 0% 

Georgia 

13,840,792 

1,176,467 

8.5% 

Hawai i 

1 ,393,844 

139,384 

10.0% 

Idaho 

8,007,198 

804,464 

1 0 . 0% 

Illinois 

90,445,449 

7,472,663 

8.3% 

Indiana 

45,871,109 

4,182,054 

9.1% 

Iowa 

28,590,501 

2,429,609 

8.5% 

Kansas 

10,996,187 

1 ,099,618 

10.0% 

Kentucky 

23,041,270 

2,299,623 

1 0 . 0% 

Louisiana 

11,301,713 

1,140,553 

10.1% 

Maine 

17,123,135 

1,700,000 

9.9% 

Maryland 

22,154,416 

2,619,935 

11 .8% 

Massachusetts 

61,441,777 

5,783,149 

9.4% 

Michigan 

82,557,687 

6,200,000 

7.5% 

Minnesota 

56,435,519 

5,634,625 

10.0% 

Mississippi 

9,507,924 

946,925 

10.0% 

Missouri 

37,086,332 

3,703,052 

10.0% 

Montana 

8,149,452 

743,191 

9.1% 

Nebraska 

14,572,410 

1,457,421 

10.0% 

Nevada 

2,688,931 

321,000 

11.9% 

New  Hampshire 

10,696,265 

1,421,636 

13.3% 

New  Jersey 

53,716,381 

5,300,000 

9.9% 

New  Mexico 

6,240,885 

619,635 

9.9% 

New  York 

179,653,155 

20,265,284 

11 .3% 

North  Carolina 

23,934,357 

2,291 ,480 

9.6% 

North  Dakota 

9,490,131 

949,013 

10.0% 

Ohio 

77,222,336 

5,630,000 

7.3% 

Oklahoma 

9,507,560 

866,359 

9.1% 

Oregon 

16,186,857 

1 ,592,977 

9.8% 

Pennsylvania 

97,613,453 

7,988,700 

8.2% 

Rhode  Island 

9,455,635 

1 ,015,000 

10.7% 

South  Carolina 

8,842,800 

906,498 

10.3% 

South  Dakota 

7,738,757 

590,459 

7.6% 

Tennessee 

17  H^fl  r\OL 
I / , OJO, UcH 

321  257 

1 .8% 

Texas 

29,123,333 

2, 912^333 

10.0% 

Utah 

9,497,067 

936,489 

9.9% 

Vermont 

8,381,600 

790,770 

9.4% 

Vi  rginia 

26,527,099 

2,525,098 

9.5% 

Washington 

26,113,499 

2,530,311 

9.7% 

West  Virginia 

11,651,060 

1,165,106 

10.0% 

Wisconsin 

54,533,382 

5,145,000 

9.4% 

Wyoming 

3,850,267 

387,272 

10.1% 
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ORR  CARRYOVER  AUTHORITY 

Mr.  Porter:  In  FY  98,  the  President  requested  that  carryover  from  prior  year 
appropriations  be  made  available  for  current  year  activities.  For  FY  1999,  the  President 
proposes  eliminating  that  authority,  thereby  allowing  appropriated  funds  to  lapse.  What 
is  the  rationale  for  this  policy  change? 

Ms.  Golden:  The  FY  1999  request  will  fully  fund  assistance  and  services  at  the  FY 
1998  level  without  any  need  for  a  reappropriation  of  carryover  balances. 

STATES  REQUESTING  WAIVERS  OF  5-YEAR  POLICY 

Mr.  Porter:  The  FY  98  Senate  appropriations  report  urged  ORR  to  be  flexible  in 
considering  waiver  requests  of  its  5-year  policy  regarding  social  services  and  targeted 
assistance.  Please  indicate  the  amount  of  each  grant  and  the  identity  of  each  grantee  for 
whom  the  5-year  policy  has  been  waived. 

Ms.  Golden:  ORR  has  received  waiver  requests  of  its  five  year  policy  from  three 
California  counties:  Contra  Costa,  Fresno  and  San  Joaquin  counties.  Contra  Costa's 
request  was  approved  on  12/15/98  for  the  county's  FY  1997  social  services  allocation  of 
$99,109,  which  the  county  intends  to  use  in  FY  1998.  Decisions  on  the  waiver  requests 
from  other  counties  will  be  made  in  the  near  future.  In  addition,  ORR  approved  a 
waiver  request  from  Orange  County,  California,  for  its  FY  1 996  social  services  and 
targeted  assistance  combined  allocation  of  $2,993,483.  Orange  County  did  not  request 
a  waiver  for  its  FY  1997  funds. 

ORR  -  IMPACT  OF  SHRINKING  APPROPRIATION 

Mr.  Porter:  The  budget  justification  indicates  that  payments  will  be  made  on  behalf 
of  95,000  refugees  and  entrants  in  FY  1999,  the  same  number  on  behalf  of  whom 
payments  were  made  in  FY  1998.  The  justification  indicates  that  ORR  will  continue  its 
long-standing  policy  of  providing  eight  months  of  assistance  through  the  Transitional 
and  Medical  Services  program.  The  FY  1999  request  for  this  activity  is  $3.3  million 
less  than  the  FY  1998  appropriation.  How  can  ORR  continue  to  pay  the  same  duration 
of  benefits  for  the  same  number  of  refugees  and  entrants  with  a  shrinking 
appropriation? 

Ms.  Golden:  Our  current  model,  which  is  based  on  more  recent  data,  indicates  that 
the  request  of  $230,698,000  for  Transitional  and  Medical  Services  will  be  sufficient  to 
provide  eight  months  of  services  to  all  eligible  refugees.  Recent  data  indicate  a 
reduction  in  refugee  cash  and  medical  costs  due  in  part  to  the  increased  eligibility  of 
refugee  families  with  dependent  children  for  Temporary  Assistance  for  Needy  Families 


792 


(TANF)  and  Medicaid  than  would  have  been  eligible  prior  to  passage  of  the  welfare 
reform  law.  As  a  result,  the  President's  request  for  FY  1999  will  be  sufficient  to  pay  for 
the  same  duration  of  benefits  for  the  same  number  of  refugees  and  entrants  as  last  fiscal 
year. 

TRANSFERS  TO  CENTERS  FOR  DISEASE  CONTROL 

Mr.  Porter:  Has  ORR  transferred  any  appropriated  funds  to  the  Centers  for  Disease 
Control  in  the  fiscal  years  1996-1998?  If  so,  please  indicate  for  what  activities  and  in 
what  amounts  the  transfer  were  made. 

Ms.  Golden:  No.  ORR  has  not  transferred  any  appropriated  funds  to  the  Centers 
for  Disease  Control  in  the  fiscal  years  1996-1998. 

PREVENTIVE  HEALTH  EXPENDITURES 

Mr.  Porter:  For  fiscal  year  1997  and  1998,  has  ORR  expended  all  preventive  health 
funds  in  full  accord  with  its  protocol  on  medical  screening  of  refugees? 

Ms.  Golden:  For  fiscal  year  1997,  all  States  which  received  preventive  health  funds 
expended  those  funds  in  full  accord  with  ORR's  protocol  on  medical  screening  for 
refugees.  ORR  expects  to  complete  its  award  of  fiscal  year  1998  funds  to  States  by 
June  30,  1998. 

FIVE  YEAR  TABLE 

Mr.  Porter:  Please  provide  a  table  indicating  by  state  the  ORR  allocation, 
percentage  of  the  total  ORR  appropriation,  number  of  refugees  arriving  within  last  5 
years,  and  percentage  of  5 -year  refugee  population. 

Ms.  Golden:  See  attached  table. 

ORR  ACTIVITIES  -  SURVIVORS  OF  TORTURE 

Mr.  Porter:  Please  describe  the  results  of  the  conference  sponsored  in  part  by  ORR 
entitled  "Survivors  of  Torture:  Improving  Our  Understanding." 

Ms.  Golden:  The  results  of  the  conference  are:  (1)  a  new  partnership  between  the 
National  Institute  of  Mental  Health  (NIMH)  and  the  Office  of  Refugee  Resettlement 
(ORR)  to  improve  understanding  of  survivors  of  torture  and  their  medical  treatment  and 
care;  and  (2)  an  enhanced  partnership  with  Substance  Abuse  and  Mental  Health 
Services  Administration  (SAMHSA)/Center  for  Mental  Health  Services  (CMHS)  for 
technical  assistance  to  local  communities  which  serve  refugees  with  mental  health 
issues,  including  torture  survivors.  An  Executive  Summary  is  attached. 
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OFFICE  OF  REFUGEE  RESETTLEMENT 

FY  1M7  FORMULA  FUNDS  TO  STATES  4  5  YEAR  (FY  9947)  REFUGEE/ENTRANT  ARRIVALS  1  / 


2/ 

1/ 

Total 

it  of  Total 

5  YEAR 

%  OF  TOTAL 

FY  1997 

FY  1997 

REF/ENT 

5  YEAR 

FORMULA 

FORMULA 

ARRIVALS: 

REF/ENT 

Stat* 

Awards 

Awards 

FY  93*7 

ARRIVALS 

Alabama 

$331,603 

0.11% 

1.092 

0.19% 

Alaska 

No  Frgrm. 

No  Prgrm. 

No  Prgrm. 

No  Prgrm. 

Arizona 

M.023.S96 

2.02% 

8,231 

1.46% 

Arkansas 

$110,211 

0.04% 

413 

0.07% 

California  3/ 

S4S.S69.967 

15.28% 

106,467 

1894% 

Colorado 

13.017,447 

1.01% 

3.971 

1.06% 

Connecticut 

$2,215,884 

0.74% 

4.705 

0.64% 

Delaware 

SI  63.000 

0.06% 

116 

0.02% 

District  of  Columbia 

S2.7SS.047 

0.92% 

3.264 

0.58% 

Florida 

308.361,432 

22.25% 

61.695 

1.4.37% 

Georgia 

37.094.316 

2.36% 

13.291 

2.72% 

Hawaii 

3100.000 

0.03% 

666 

0.15% 

Idaho 

Sf  .393, 101 

0.47% 

2.104 

0,37% 

Illinois 

310,642.036 

3.64% 

20.653 

3.67% 

Indiana 

S420.0S3 

0.14% 

2,035 

0.36% 

Iowa 

33.1 00.1 4S 

1.04% 

6.673 

1.19% 

Kansas 

St. 036. 172 

0.35% 

3.064 

0.55% 

Kentucky  4/ 

S2.533.S44 

0.65% 

5.315 

0.95% 

Louisiana 

S63S.340 

0.31% 

3.169 

0.56% 

Main* 

3436.649 

0.15% 

1,127 

0.20% 

Maryland 

33.1S8.6S6 

1.06% 

8.274 

1.47% 

Massachusetts 

811,175.039 

3  75% 

14,371 

2.56% 

Michigan 

36.559,464 

240% 

12,992 

2.31% 

Minnesota 

36.076.296 

2.71% 

14.206 

2.53% 

Mississippi 

8964,000 

0.33% 

211 

0.04% 

Missouri 

83.902.S39 

1.31% 

9.392 

1.67% 

Montana 

8120.546 

0.04% 

314 

0.06% 

N*bra«ka 

81.393.575 

0.47% 

2.879 

0.51% 

Nevada*/ 

81.069.135 

0.37% 

2,664 

0.51% 

Now  Hampshir* 

8456.653 

0.15% 

1,340 

0.24% 

N*w  J*rs*y 

S7.223.449 

2.42% 

10.646 

1.93% 

Nsw  Msxlco 

82.161.061 

0.72% 

3.064 

0.65% 

Now  York 

826.566.656 

9.59% 

65.007 

15.12% 

North  Carolina 

$2,140,004 

0.72% 

5.229 

0.93% 

North  Dakota 

81.719.367 

0.56% 

1.917 

0.34% 

Ohio 

$3,507,663 

111% 

7.877 

1.40% 

Oklahoma 

$596,091 

0.20% 

1.742 

0.31% 

Oregon 

$6,599,512 

2.21% 

6.969 

1.60% 

Pennsylvania 

$7,654,990 

2.57% 

14,699 

2.65% 

Rhod*  Island 

$424,527 

0.14% 

650 

0.15% 

oouin  waroiina 

|4AA  AAA 

0.08% 

South  Oakota 

$461,965 

0.15% 

1.216 

0.22% 

Twvtosso* 

$1,556,931 

0.52% 

6,187 

1.10% 

Texas 

$12,693,212 

4.32% 

25,069 

4.46% 

Utah 

$1,867,059 

0.63% 

3.760 

0.67% 

Varment 

$636,996 

0.21% 

1,237 

0.22% 

Virginia 

83.431 .179 

1.82% 

9.511 

1.69% 

Washington 

321.039,004 

7.06% 

28.595 

5.09% 

West  Virginia 

$60,000 

0.03% 

64 

0.01% 

Wisconsin 

82.348.160 

0.79% 

6.131 

1.09% 

Wyoming 

No  Prgrm. 

No  Prgrm. 

No  Prgrm 

No  Prgrm. 

TOTAL: 

3290.21 0.650 

100.00% 

502.194 

100.00% 

1/  Refugee  arrivals  include:  refugees,  amerasian  immigrants  from  Vietnam  and  Kurdish  Asylees 
from  northern  Iraq.  Entrant  arrivals  include:  entrants  and  and  Havana  Parolees  from  Cuba. 

2/  Formula  awards  Include:  refugee  cash/modical/admin./unaccompanied  minors  (CMA).  SoeiaUServices 
formula,  Targeted  Assistance  formula,  and  Fish-Wilson  funding  for  Kentucky.  Nevada  and  San  Oiego. 

3/  A  portion  of  the  California  allocation  Includes  Fish-Wilson  funding  for  San  Diego 

4/  Kentucky  and  Nevada  receive  their  formula  awards  through  the  Fish-Wilson  program. 
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Mr.  Porter:  What  action  has  ORR  taken  as  a  result  of  the  conference,  and  what 
future  activities  are  planned  regarding  victims  of  torture? 

Ms.  Golden:  The  actions  taken  by  ORR  include:  (1)  Inge  Genefke,  Secretary- 
General  for  International  Rehabilitation  Council  for  Torture  Victims,  a  noted  expert  on 
torture  survivors,  was  invited  to  provide  a  keynote  address  at  the  1997  annual  ORR 
conference  held  in  Washington,  DC;  (2)  technical  assistance  through  staff  at 
SAMHSA/CMHS  provided  through  telephone  consultation,  workshops  on  mental 
health  services,  and  through  a  manual  orienting  and  training  medical,  psychiatric,  and 
social  service  providers  in  local  communities  in  the  treatment  and  care  of  survivors  of 
torture;  and  (3)  a  continuation  of  a  grant  program  in  mental  health  program  areas, 
Category  5,  of  the  Standing  Announcement.  Future  activities  will  continue  the 
partnerships  and  grant  program  described  above. 

Mr.  Porter:  Please  indicate  any  grants  funded  through  the  Standing  announcement 
of  June  25,  1996,  of  which  treatment  of  torture  survivors  is  a  major  component. 

Ms.  Golden:  The  first  grants  awarded  under  the  Standing  Announcement  were  to 
the  Center  for  Cultural  Dynamics  in  Denver,  CO;  Catholic  Social  Services  in  Atlanta, 
GA;  Immigration  and  Refugee  Services  of  America  in  Washington,  DC,  who  subgrants 
to  Center  for  Victims  of  Torture  in  Minneapolis,  MN;  Heartland  Alliance  in  Chicago, 
IL;  Center  for  Multicultural  Human  Services  in  Falls  Church,  VA;  and  International 
Rescue  Committee  in  San  Francisco,  CA.  Prior  to  the  publication  of  the  Standing 
Announcement,  an  unsolicited  award  was  granted  to  Victim  Services,  Inc.,  Brooklyn, 
NY.  Victims  Services,  Inc.,  Survivors  International,  and  International  Rescue 
Committee  specifically  requested  funds  to  serve  torture  survivors. 

Mr.  Porter:  Please  provide  the  aggregate  funding  for  such  grants  for  fiscal  years 
1996-1998. 

Ms.  Golden:  Under  the  Standing  Announcement  dated  June  25,  1996,  ORR 
awarded  $907,050  in  FY  96  to  four  grantees  for  three  year  project  periods;  in  FY  97 
$2,133,807  was  awarded  to  thirteen  additional  grantees  in  addition  to  continuation 
funds  to  the  initial  four  awardees.  No  new  or  continuation  awards  have  yet  been  made 
in  1998. 

Mr.  Porter:  Please  indicate  the  reason  for  any  reduction  in  the  FY  98  amount. 

Ms.  Golden:  The  number  of  grantees  will  only  increase  or  stay  the  same  in  FY  98. 
ORR  anticipates  no  reduction  in  support  in  FY  98,  in  part  due  to  continuation  funding 
for  existing  grantees. 

Mr.  Porter:  How  many  applications  were  received  for  FY  98  funding  and  what  was 
the  aggregate  dollar  amount  of  the  requests. 
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Ms.  Golden:  Twenty  applications  were  received  for  the  first  FY  98  deadline.  The 
second  deadline  is  June  30,  1998.  To  date,  the  aggregate  dollar  amount  of  applications 
received  is  $2,929,149. 

Mr.  Porter:  Does  ORR  fund  any  direct  treatment  of  victims  of  torture? 

Ms.  Golden:  Yes.  Currently,  ORR  grantees  under  Category  5  of  the  Standing 
announcement  who  proposed  in  the  application  to  provide  direct  treatment  for  refugees 
in  need  of  mental  health  treatment  may  treat  survivors  of  torture  among  the  refugees 
that  are  served. 

Mr.  Porter:  Does  the  agency  have  the  authority,  either  specific  or  general,  to  fund 
treatment  activities  for  victims  of  torture? 

Ms.  Golden:  Yes.  The  Refugee  Act  Sec.  412  (c)  (1)  (A)  says  the  Director  is 
authorized  to  provide  for  specific  needs,  including  mental  health  among  other  health, 
social  services,  educational  and  other  services.  Additionally,  the  FY  98  House 
Appropriations  Committee  Report  (H.R.  Rept.  No.  105-205)  states:  "The  Committee 
recommends  that  ORR  give  special  consideration  in  allocation  grant  funding  to 
applicants  providing  rehabilitation  services  for  victims  of  physical  and  mental  torture." 

Mr.  Porter:  Since  ORR  cannot  estimate  what  percentage  of  refugees  entering  the 
U.S.  are  victims  of  torture,  has  the  agency  considered  implementing  a  screening 
program  either  overseas  or  in  the  U.S.  to  determine  which  refugees  need  specialized 
services  in  order  to  achieve  self-sufficiency? 

Ms.  Golden:  Screening  overseas  is  performed  under  the  auspices  of  the 
Department  of  State  and  beyond  the  purview  of  ORR.  Screening  in  the  U.S.,  however, 
is  covered  to  a  degree  in  the  ORR  medical  screening  protocol,  which  includes 
references  to  sensitive  issues  such  as  torture.  The  screeners  are  asked  to  be  sensitive  to 
the  physical  and  psychological  trauma  that  refugees  may  have  experienced  before 
admission  and  that  sensitive  issues  such  as  torture  should  be  reserved  for  professional 
counselors  in  a  trusting  relationship.  It  should  be  noted  that  medical  screening  for 
arriving  refugees  is  implemented  with  uneven  standards  across  the  U.S.,  and  the  current 
set  of  providers  are,  by  and  large,  not  trained  for  screening  individuals  who  have 
endured  torture. 

Mr.  Porter:  Is  this  type  of  screening  program  authorized  in  law,  how  could  it  be 
implemented,  and  what  is  the  estimated  cost  of  such  a  system? 
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Ms.  Golden:  With  a  State  by  State  network  of  medical  screening  programs,  it  is 
possible  to  add  screening  for  survivors  of  torture.  The  costs  of  the  procedures  would 
increase  accordingly  with  the  addition  of  training  for  initial  screeners  in  every  State  and 
the  addition  of  trained  psychiatric  personnel  for  the  follow-up  screening.  ORR 
estimates  that  the  additional  screening  costs  for  survivors  of  torture  would  be  $300  per 
unit. 

Mr.  Porter:  ORR  included  in  its  annual  conference  in  November  1 997  a  plenary 
session  and  a  workshop  on  care  of  survivors  of  torture.  How  have  these  sessions 
impacted  the  administration  of  refugee  programs? 

Ms.  Golden:  Comments  reported  in  the  written  evaluations  to  ORR  on  these 
sessions  by  the  participants  and  subsequent  phone  communications  with  participants 
indicate  that  the  conference  increased  participants'  sensitivity  to  the  possibility  of 
torture  in  a  refugees'  experience  which  resulted  in  corresponding  treatment 
modifications. 

ORR  -  GPRA 

Mr.  Porter:  According  to  page  1 5  of  the  GPRA  section  of  the  budget  justification, 
the  state-administered  programs  demonstrate  a  greater  success  rate  for  obtaining 
employment  for  refugees  than  the  voluntary  agency  program.  What  is  the  reason  for 
this  disparity,  and  should  this  gap  be  closed? 

Ms.  Golden:  The  GPRA  goals  for  the  state-administered  program  and  the  voluntary 
agency  matching  grant  program  cannot  be  compared  with  any  meaning:  the  FY  1999 
entered  employment  goals  for  States  represent  the  number  of  employments  projected 
over  a  12-month  period,  while  the  entered  employment  goals  for  voluntary  agencies 
participating  in  the  match  grant  program  represent  the  number  of  employments  attained 
within  a  4-month  period.  Therefore  the  difference  in  goals  between  the  two  programs 
does  not  represent  a  gap  in  performance. 

CHILD  SUPPORT  ENFORCEMENT  -  UNIFORM  INTERSTATE  LAWS 

Mr.  Porter:  Page  19  of  the  GPRA  section  of  the  justification  indicates  that  as  a 
requirement  of  the  child  support  enforcement  legislation,  all  States  must  enact  uniform 
interstate  laws  by  January  1,  1998.  Have  any  States  failed  to  meet  this  requirement,  and 
if  so,  which  ones? 

Ms.  Golden:  Of  the  54  jurisdictions  in  the  IV-D  program,  only  two  have  failed  to 
meet  the  requirement  of  enacting  the  Uniform  Interstate  Family  Support  Act  (UIFSA) 
by  January  1,  1998.  As  of  February  3,  1998,  OCSE  has  received  the  following  status 
reports  from  Guam  and  the  Virgin  Islands  on  efforts  to  enact  UIFSA: 
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GU  -        No  change  since  statement  that  UIFSA  was  expected  to  pass  by  the  end 
of  January,  1998; 

VI  -         Awaiting  update  following  hearing  on  UIFSA  scheduled  for  February 
10. 

CHILD  SUPPORT  PAYMENTS 

Mr.  Porter:  For  what  percentage  of  children  who  could  be  eligible  for  child  support 
are  such  payments  made? 

Ms.  Golden:  OCSE  estimates  that  76%  of  children  who  were  supposed  to  receive 
support  under  court  order  actually  received  that  support.  Of  approximately  8.8  million 
children  who  were  supposed  to  receive  child  support,  approximately  6.7  million 
children  actually  received  support.  This  estimate  is  based  on  1991  data  from  a  census 
survey  which  includes  questions  about  child  support. 

EXPIRING  LEGISLATION 

Mr.  Porter:  I  believe  you  have  several  expired  authorizations  in  your  agency.  Can 
you  tell  us  which  ones  have  expired  and  what  the  outlook  is  for  getting  them  extended 
in  this  session  of  Congress? 

Ms.  Golden:  ACF  has  three  program  reauthorizations  which  have  expired  but 
which  we  are  hopeful  will  receive  favorable  Congressional  action  during  this  session. 
They  are: 

o    Native  American  Programs  Act  —  Over  the  last  four  years,  four  programs  have 
expired.  The  native  Hawaiian  Revolving  Loan  Fund  expired  September  30, 
1994;  Social  Economic  Development  Strategies  expired  September  30,  1995; 
Native  American  Environmental  Quality  expired  September  30, 1996;  and, 
Native  American  Languages  expired  September  30, 1997.  Authorizations  for 
all  four  were  addressed  in  legislation  passed  by  the  Senate  and  currently 
pending  in  the  House  Education  and  Workforce  Committee. 

o  Runaway  and  Homeless  Youth  (expired  September  30, 1996).  This  program 
will  be  reauthorized  in  legislation  focusing  on  juvenile  justice  programs.  The 
House  passed  a  bill  last  summer  by  a  wide  margin,  but  the  Senate  has  not  yet 
reached  consensus  on  their  bill. 

o    Families  of  Children  with  Disabilities  Act  (expired  September  30, 1997  and 
repealed  effective  September  30,  1998).  The  Administration  is  seeking 
reenactment  of  this  legislation  with  authorization  through  FY  2002. 
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HEAD  START 

Mr.  Porter:  Specifically,  with  regard  to  the  Head  Start  statute,  what  is  the 
Administration  going  to  ask  the  Congress  for  in  terms  of  changes  in  the  authorizing 
legislation?  You  must  have  certain  things  in  mind  that  you  would  like  to  see  changed. 

Ms.  Golden:  One  of  the  key  reasons  for  Head  Start's  success  has  been  the  ability  of 
the  Administration  and  Congress  to  work  hand  in  hand  to  support  continued  expansion 
and  improvement  efforts.  Together  in  1994,  we  engaged  in  an  historic  effort  that 
critically  reexamined  every  feature  of  Head  Start  and  the  Congress  enacted  bipartisan 
reauthorization  legislation  that  established  a  solid  foundation  for  moving  Head  Start 
into  the  21st  century.  We  urge  the  Congress  to  enact  bipartisan  reauthorization 
legislation  that  maintains  this  strong  foundation  set  down  in  1994. 

Specifically,  we  recommend  continuing  the  important  legislative  provisions  that 
undergird  our  program  accountability  and  improvement  effort  including  consistent  and 
challenging  performance  standards  and  outcome  measures,  a  strong  system  for  program 
monitoring  and  enforcement,  and  sustained,  targeted  investments  in  quality 
improvements,  staff  compensation  and  professional  development,  and  technical 
assistance.  Second,  we  recommend  the  Congress  to  build  upon  the  innovative  Early 
Head  Start  program  established  in  1 994  by  gradually  increasing  the  authorized  set  aside 
to  10  percent  by  2002.  Based  upon  the  mounting  evidence  that  the  earliest  years  are 
critically  important  to  children's  growth,  we  believe  this  increase  is  essential  to  bring 
the  vital  Head  Start  experience  to  more  at-risk  infants  and  toddlers  in  the  years  ahead. 

We  also  suggest  the  following  more  technical  changes  in  the  statute: 

•  modify  the  funding  allotments  to  update  the  hold  harmless  date  for  State 
allocations  from  1981  to  1998; 

•  increase  the  amount  of  funds  the  Secretary  may  reserve  for  the  highly  successful 
Head  Start  Fellowship  program,  which  enables  local  Head  Start  staff  and  others  in 
the  field  of  child  development  to  expand  their  knowledge  and  experience  while 
making  significant  contributions  to  the  Head  Start  program; 

•  provide  for  a  study  of  the  program's  quality  investment  set-aside  to  evaluate 
the  effectiveness  on  improving  program  quality  and  outcomes  for  children. 

•  replace  outdated  references  throughout  the  Act,  such  as  references  to  the 
completed  Head  Start  Transition,  Parent-Child  Center,  and  Comprehensive  Child 
Development  Center  initiatives. 

We  believe  this  straightforward  approach  to  reauthorization  reaffirms  the  bipartisan 
consensus  of  support  for  Head  Start's  program  quality  and  accountability  efforts  and  its 
strong  commitment  to  local  community  planning  and  decision  making. 
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Mr.  Porter:  As  you  well  know,  the  Head  Start  Act  is  very  prescriptive  with  respect 
to  how  funding  increases  must  be  used.  Certain  percentages  must  be  set  aside  for  cost- 
of-living  increases,  quality  increases,  infants  and  toddlers,  and  so  forth.  In  your 
opinion,  is  this  the  best  way  to  administer  a  huge  program  like  Head  Start,  or  should  we 
give  you  a  little  more  administrative  flexibility  to  make  adjustments  here  and  there? 

Ms.  Golden:  We  believe  the  present  legislative  approach  to  directing  the  allocation 
of  Head  Start  funds  is  well-balanced  and  appropriate.  We  strongly  support  the  key 
provisions  of  the  current  funding  formula,  because  they  reflect  our  commitments  to 
investing  in  program  quality  and  quality  staff  (through  the  set-asides  for  cost  of  living, 
locally-designed  quality  improvement  efforts,  and  staff  compensation)  and  steady 
expansion  of  our  Early  Head  Start  program  to  extend  the  benefits  of  the  Head  Start 
model  to  needy  infants,  toddlers  and  pregnant  women. 

Our  chief  concern  as  managers  is  to  provide  flexibility  to  local  communities,  rather  than 
seeking  more  discretion  to  set  priorities  at  the  Federal  level.  We  believe  Head  Start's 
legislation  provides  ample  discretion  to  local  communities.  Local  Head  Start  grantees 
have  the  flexibility  to  create  specific  strategies  for  utilizing  program  improvement  and 
staff  compensation  funding  to  fit  the  needs  of  their  local  community  and  agency. 
Similarly,  our  guidelines  for  competitions  to  award  funding  for  Head  Start  expansion 
and  new  Early  Head  Start  programs  allow  local  agencies  to  shape  program  designs  and 
budgets  to  the  needs  of  local  families  and  to  complement  the  work  of  other  community 
early  childhood  agencies  and  resources. 

Mr.  Porter:  Can  you  tell  us  roughly  what  portion  of  the  increased  appropriation  for 
Head  Start  since  1 993  has  gone  towards  increasing  teacher  salaries,  as  opposed  to 
increasing  the  number  of  kids  served? 

Ms.  Golden:  There  are  statutory  requirements  that  are  applicable  to  all  Head  Start 
funding  increases  that  include  mandatory  salary  increases  with  each  increase  in  the 
appropriation.  Each  increase  must  include  a  cost-of-living  adjustment  which  takes  into 
consideration  the  increase  in  the  consumer  price  index  during  the  previous  year. 
Additionally,  25  percent  of  the  remaining  increase  is  targeted  to  quality  set-aside  funds 
to  improve  salaries  or  to  address  other  quality  issues  to  grantees.  Fifty  percent  of  the 
quality  set-aside  is  used  by  grantees  to  improve  salaries. 

The  Head  Start  appropriation  has  increased  by  approximately  $295  million  annually 
between  1995  and  1998.  We  estimate  that  75  percent  of  the  cost-of-living  adjustment 
and  50  percent  of  the  quality  set-aside  funds  have  been  used  for  salaries,  or 
approximately  $313  million  annually,  is  being  used  to  improve  the  salaries  of  all  Head 
Start  staff,  including  teachers. 

Despite  the  additional  monies  that  have  been  allocated  in  recent  years  to  improving 
salaries,  it  needs  to  be  noted  that  most  Head  Start  staff  are  still  not  well  paid.  Average 
annual  teacher  salaries,  for  example,  while  higher  than  the  FY  1993  level  of  $15,500 
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are  still  under  $18,000.  Teacher  aides  generally  earn  several  thousand  dollars  less. 
While  the  quality  and  cost-of-living  increases  have  helped  Head  Start  make  progress  to 
providing  staff  with  meaningful  wages  and  benefits  that  allow  programs  to  attract  and 
retain  competent,  high  quality  staff,  we  believe,  given  the  relatively  low  salaries  paid  to 
many  Head  Start  staff,  there  is  still  more  that  needs  to  be  done  before  we  will  have 
completed  the  task  of  making  Head  Start  salaries  competitive. 

An  increasing  body  of  research  on  early  childhood  and  child  care  programs  links 
positive  outcomes  for  children  with  stable,  well-trained  teams  of  staff  members.  Head 
Start's  investment  in  front-line  staff  members  has  paid  off  by  helping  to  limit  staff 
turnover  to  less  than  8%  per  year,  a  rate  much  lower  than  the  estimated  33%  annual  rate 
in  child  care  centers  that  typically  lack  the  resources  to  provide  adequate  salaries  and 
fringe  benefits. 

Mr.  Porter:  The  budget  documents  indicate  that  your  $305  million  increase  for  FY 
1999  will  only  serve  an  additional  30,000  kids.  How  much  does  it  cost  to  serve 
additional  children? 

Ms.  Golden:  There  are  statutory  requirements  that  are  applicable  to  all  Head  Start 
funding  increases.  It  is  estimated  that  $88.4  million  of  the  proposed  increase  will  be 
used  for  a  cost-of-living  increase.  Twenty  five  percent  of  the  remaining  increase,  or 
$54.2  million,  will  be  used  for  quality  improvement.  The  final  statutory  mandate  is  that 
2  percent  of  the  proposed  increase,  or  $7.1  million,  will  be  used  for  training  and 
technical  assistance.  The  remaining  funds,  $155.3  million  will  be  used  to  add  at  least 
another  30,000  children  in  the  Head  Start  program  at  an  average  cost  per  child  of 
slightly  less  than  $5,200. 

Mr.  Porter:  As  we  understand  it,  you  estimate  that  Head  Start  will  serve  830,000 
kids  in  FY  1998.  In  FY  1993  the  program  was  serving  714,000  kids.  So  the  number  of 
kids  served  has  gone  up  16  percent  since  1993.  However,  the  appropriation  for  the 
program  has  gone  up  during  that  same  time  by  57  percent.  How  do  you  account  for  the 
large  disparity  between  the  increase  in  funding  and  the  smaller  increase  in  numbers  of 
kids  being  served?" 

Ms.  Golden:  The  Head  Start  Act  of  1994  contains  certain  funding  set-asides  which 
are  directed  to  improving  and  maintaining  Head  Start  program  quality  but  do  not  result 
in  increased  enrollment.  When  this  Administration  came  to  office  there  was 
widespread  concern  about  the  quality  of  many  Head  Start  programs.  Secretary  Shalala 
convened  a  bi-partisan  Advisory  Commission  to  evaluate  Head  Start  and  make 
recommendations  for  its  future.  One  of  the  panel's  strongest  recommendations  was  the 
need  to  improve  and  then  maintain  high  quality  programs  throughout  the  country.  This 
recommendation  became  the  basis  for  many  of  the  changes  in  the  Head  Start 
Reauthorization  Act  of  1994.  Head  Start,  under  the  authority  of  this  Act,  has  taken  a 
"carrot  and  stick"  approach  to  improving  quality.  The  stick  is  making  it  clear  to 
grantees  that  poor  performance  will  no  longer  be  tolerated  and  since  1 993  almost  90 
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Head  Start  programs  have  been  terminated  or  relinquished  their  grant  because  of  quality 
issues.  The  carrot  is  giving  Head  Start  programs  sufficient  resources  to  do  their  job. 
Thus,  Head  Start  funding  increases  are  used  not  just  to  add  children  and  families  to  the 
program  but  also  to  assure  that  the  resources  are  there  to  provide  high  quality  services 
to  the  several  hundred  thousand  children  and  families  already  enrolled  by  local  Head 
Start  programs  throughout  the  country.  This  approach  has  succeeded  in  dramatically 
improving  quality.  We  believe  that  we  need  to  continue  this  approach  into  the  next 
several  years  to  complete  the  task  of  assuring  Head  Start  continues  to  be  this  nation's 
premier  early  childhood  education  program. 

Mr.  Porter:  You  are  proposing  a  substantial  increase  for  the  Early  Head  Start 
program  for  kids  up  to  the  age  of  3.  This  would  more  than  double  this  part  of  the 
program  compared  to  the  FY  1997  amount.  Why  are  you  putting  so  much  emphasis  on 
this  part  of  the  program? 

Ms.  Golden:  As  you  know,  there  has  been  considerable  research  into  early  brain 
development  recently  which  suggests  that  very  early  intervention  in  the  lives  of 
children  can  be  critical  for  their  future  growth  and  development.  Early  Head  Start  is  at 
the  cutting  edge  of  providing  services  to  infant  and  toddler  age  children  in  this  country. 
We  feel  our  proposed  growth  for  Early  Head  Start  in  FY  1999  allows  us  the  opportunity 
to  continue  expanding  this  very  important  program,  but  in  a  thoughtful  and  deliberate 
manner  which  also  recognizes  the  importance  of  continuing  to  expand  the  preschool 
part  of  the  Head  Start  program  as  well.  The  President  has  committed  his 
Administration  to  working  towards  a  doubling  of  Early  Head  Start  by  FY  2002.  The 
proposed  increase  in  FY  1999  will  add  10,000  infant  and  toddler  age  children  as  the 
first  step  towards  achieving  the  President's  goal. 

Mr.  Porter:  Provide  for  the  record  a  chart  showing  the  Head  Start  appropriation  for 
the  past  1 0  years  along  with  the  number  of  children  served  each  year: 

Ms.  Golden:  The  data  follow: 


Funding 


Enrollment 


FY 
FY 
FY 
FY 
FY 
FY 
FY 
FY 
FY 
FY 


1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 


$1,235,000,000 
1,552,000,000 
1,951,800,000 
2,201,800,000 
2,776,286,000 
3,325,728,000 
3,534,128,000 
3,569,329,000 
3,980,546,000 
4,355,000,000 


450,970 
540,930 
583,471 
621,078 
713,093 
740,493 
750,696 
752,077 
793,809 


830,000  (EST.) 
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Mr.  Porter:  Given  the  rather  rapid  growth  of  Head  Start  in  the  past  several  years,  to 
what  extent  is  the  Department  concerned  about  the  ability  of  local  grantees  to 
effectively  and  efficiently  program  the  additional  funds? 

Ms.  Golden:  While  expansion  can,  at  least  temporarily,  take  time  to  implement 
successfully,  we  do  not  believe  that  it  impacts  quality  in  the  long  run.  Since  Head  Start 
programs  did  not  receive  an  increase  in  funding  during  FY  1996  and  approximately 
one-third  of  all  grantees  received  expansion  funds  in  FY  1 997,  it  has  been  a  few  years 
since  most  programs  have  had  the  opportunity  to  expand.  With  less  money  available 
for  expansion  in  FY  1998  than  in  FY  1997,  we  believe  that  expansion  is  being 
implemented  in  a  reasonable  way.  In  addition,  there  are  safeguards  built  into  funding 
plans  to  limit  the  impact  of  expansion  on  quality.  There  are  two  principle  areas  where 
grantees  experience  difficulty  during  expansion:  hiring  qualified  staff  and  finding 
appropriate  facilities. 

The  major  obstacle  that  grantees  experience  in  hiring  qualified  staff  is  the  generally 
low  wages  that  Head  Start  programs  have  been  able  to  pay.  The  Congress  in  1990 
included  quality  set-aside  funds  in  recognition  of  solid  research  evidence  that  salaries 
are  an  important  component  of  quality  services.  This  means  that  grantees  receive  a  cost 
of  living  adjustment  based  on  the  previous  year's  increase  to  the  consumer  price  index, 
and  quality  funds  that  are  25  percent  of  the  funds  remaining  after  the  COLA  is 
distributed.  With  the  exception  of  Fiscal  Year  1996,  grantees  have  received  cost  of 
living  and  quality  increases  to  each  year's  funding.  Higher  salaries  allow  grantees  to 
effectively  recruit  and  retain  qualified  staff. 

The  Administration  guidance  and  the  bipartisan  reauthorization  also  strengthened 
the  ability  of  grantees  to  identify  and  secure  available  facilities  and  ensure  they  are  of 
high  quality.  The  bipartisan  reauthorization  broadened  grantee  options  in  the  area  of 
facilities  by  authorizing  grantees,  where  appropriate,  to  purchase  or  construct  facilities. 
The  Administration  has  provided  grantees  with  the  flexibility  to  use  quality 
improvement  funds  for  facility  improvement  and  has  focused  on  community 
partnerships  which  can  enable  grantees  to  identify  low-cost,  high  quality  space  in 
partnership  with  local  schools,  churches,  synagogues,  family  service  providers,  or  other 
organizations. 

Mr.  Porter:  To  what  extent  are  funds  getting  backed  up  in  the  pipeline  and  not 
being  spent  in  a  timely  fashion  at  the  local  grantee  level? 

Ms.  Golden:  We  do  not  believe  that  this  is  a  significant  problem.  There  are  always 
some  planned  expenditures  that  are  not  made  as  intended,  but  in  the  aggregate  they  are 
a  small  percentage  of  the  overall  budget,  generally  in  the  range  of  two  percent.  A  study 
of  carry-over  balances  conducted  in  1994  indicated  that  even  through  years  of  rapid 
expansion  ,the  rate  of  unexpended  funds  was  from  four  to  six  percent  of  the  total 
amount  of  funds  awarded  to  grantees. 
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Mr.  Porter:  How  do  Head  Start  grantees  actually  draw  down  their  funds  from  the 
Federal  government?  What  is  the  procedure? 

Ms.  Golden:  The  procedures  for  making  payments  to  Head  Start  grantees  applies  to 
all  Administration  for  Children  and  Families  (ACF)  discretionary  grants  and 
cooperative  agreements.  ACF  makes  payments  to  grantees  through  the  Division  of 
Payment  Management  (DPM).  Once  an  award  is  made  and  electronically  transmitted  to 
the  accounting  office,  the  Division  of  Fiscal  Services  (DFS)  serves  as  the  accounting 
liaison  between  ACF  and  DPM. 

There  are  two  methods  of  payment  available  to  ACF  grantees.  DPM  works  with  the 
grantee,  to  arrange  payment  by  CASHLINE  or  SMARTLINK.  Listed  below  is  a 
description  of  each: 

1.  CASHLINE: 

CASHLINE  allows  the  grantee  organization  using  any  touch-tone  telephone  to 
dial  directly  into  a  "Voice  Response"  computer  located  in  Rockville,  Maryland 
to  request  funds  as  frequently  as  necessary.  The  funds  can  then  be 
electronically  deposited  on  the  next  business  day  after  requesting  funds  at  the 
financial  institution  of  their  choice,  or  be  mailed  via  Treasury  Check  to  the 
grantee  within  a  week.  The  CASHLINE  payment  method  enables  the  grantee  to 
withdraw  Federal  cash  as  frequently  as  disbursements  are  made.  Since  funds 
are  available  the  next  business  day,  it  is  not  necessary  for  grantees  to  maintain 
any  sizeable  balances  of  Federal  cash  on  hand  when  using  this  payment  method. 

2.  SMARTLINK: 

This  is  an  electronic  transfer  system  that  can  be  accessed  through  the  grantee's 
computer  terminal.  This  system  offers  the  same  advantages  as  Cashline  for  the 
grantee  by  allowing  them  to  withdraw  funds  on  a  daily  basis  if  necessary. 

CHILD  CARE 

Mr.  Porter:  We  know  that  the  FY  1999  budget  proposes  some  large  increases  for 
funding  of  child  care  programs,  most  of  it  as  mandatory  spending  that  would  be  added 
to  the  funds  appropriated  in  the  Welfare  Reform  Bill  in  1996.  I  believe  you  are 
proposing  an  increase  of  $7.5  billion  over  5  years.  Can  you  tell  us  what  is  the  basis  of 
the  proposed  increase;  how  did  you  decide  on  an  increase  of  $7.5  billion  over  5  years? 

Ms.  Golden:  The  proposed  increase  will  allow  States,  by  2003,  to  increase  the 
number  of  children  receiving  child  care  to  over  2  million. 
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Mr.  Porter:  We  note  on  page  B-8  of  your  budget  justification  that  you  expect  to 
have  a  total  amount  available  in  '99  for  the  Child  Care  Block  Grant  of  $5.1  billion. 
This  includes  your  increase  under  proposed  legislation.  This  is  obviously  a  very  large 
amount  of  money.  How  would  that  amount  of  $5. 1  billion  compare  with  the  total 
amount  that  was  spent  by  the  Federal  government  in  1995,  for  example? 

Ms.  Golden:  Total  Federal  spending  in  FY  1995  for  the  CCDBG  and  the  now- 
repealed  title  IV-A  child  care  programs  (AFDC/JOBS,  transitional  and  At-Risk  child 
care  programs)  was  $2.2  billion. 

Mr.  Porter:  If  you  spent  $5.1  billion  in  '99,  what  percentage  of  the  child  care  need 
for  low  and  moderate-income  families  would  the  Federal  government  be  meeting? 

Ms.  Golden:  If  we  received  the  full  Departmental  request  of  $5.1  billion  for  child 
care,  we  would  be  investing  some  $4.3  billion  in  subsidies.  The  remaining  amount 
would  go  to  improvements  in  quality  (in  the  form  of  provider  scholarships  and 
community  early  learning  grants),  child  care  standards  enforcement,  and  research.  By 
2003,  the  new  subsidy  funds,  combined  with  the  funds  from  the  Personal  Responsibility 
and  Work  Opportunity  Reconciliation  Act  (PRWORA),  will  allow  the  program  to  serve 
approximately  an  additional  1  million  children. 

It  can  be  difficult  to  capture  the  number  of  families  eligible  nationwide  due  to  the 
flexibility  States  have  under  the  Child  Care  and  Development  Block  Grant  Act  to 
establish  income  levels  for  eligibility.  The  statute  allows  States  to  serve  families  up  to 
85%  of  the  State  Median  Income,  which  is  roughly  200%  of  the  poverty  line.  Except 
for  families  with  children  in  protective  services,  these  families  must  either  be  working 
or  in  education  or  training.  Of  these  statutorily  eligible  families,  we  estimate  that  the 
new  subsidy  funds,  combined  with  the  funds  from  PRWORA,  would  allow  us  to 
provide  child  care  assistance  in  FY  '99  to  approximately  1 5%  of  eligible  families 
earning  below  200%  of  poverty.  Our  estimate  on  the  use  of  the  $4.3  billion  in  FY  '99 
subsidy  funds  takes  into  account  the  statute's  5%  ceiling  on  administrative  costs  and  4% 
floor  on  quality  expenditures. 

We  believe  the  proposed  increase  allows  the  program  to  make  great  strides  toward 
serving  families  who  are  eligible  and  would  be  likely  to  take  advantage  of  child  care 
assistance. 

Mr.  Porter:  What  are  the  statutory  income  limits  for  the  Federal  child  care 
programs? 

Ms.  Golden:  The  statute  allows  States  to  provide  child  care  assistance  to  families 
with  incomes  up  to  85%  of  the  State  Median  Income  (SMI).  Many  states  set  much 
lower  limits  on  eligibility. 
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Mr.  Porter:  And  how  much  do  they  vary  by  State? 

Ms.  Golden:  SMIs  vary  considerably  across  the  country,  from  a  high  of  $52,207  for 
a  family  of  3  in  Connecticut  (85%  =  $44,376)  to  a  low  of  $24,988  for  a  family  of  3  in 
West  Virginia  (85%  =  $21,240),  according  to  the  figures  provided  by  the  States. 

Mr.Porter:  Do  the  States  have  discretion  as  to  how  they  spend  their  Federal  child 
care  dollars? 

Ms.  Golden:  States  have  considerable  flexibility  in  how  they  spend  their  Federal 
child  care  dollars  within  the  broad  requirements  of  the  block  grant  statute.  The  statute 
requires  States  to  spend  at  least  4%  on  quality  and  availability  activities  and  limits 
administrative  expenditures  to  5%.  The  bulk  of  the  funds  are  intended  for  subsidies  for 
low  income  families  ~  with  70%  of  the  new  funding  provided  under  the  Social  Security 
Act  required  to  be  spent  on  families  receiving  public  assistance,  families  transitioning 
from  public  assistance,  and  families  at-risk  of  becoming  eligible  for  public  assistance. 
The  block  grant  statute  under  which  the  funds  are  administered,  however,  provides 
States  flexibility  regarding  income  eligibility,  family  copayments,  provider 
reimbursement  rates,  and  health  and  safety  requirements.  This  fiscal  year  Congress 
also  earmarked  specific  block  grant  funds  for  activities  to  improve  the  supply  of  quality 
infant  and  toddler  care,  and  for  resource  and  referral  and  school  age  child  care 
activities. 

Mr.  Porter:  Are  they  free  to  subsidize  whatever  kinds  of  care  they  wish? 

Ms.  Golden:  In  general,  the  family  receives  child  care  subsidies,  not  the  provider. 
The  statute  requires  parental  choice  of  child  care  providers.  States  are  required  to 
provide  whatever  type  of  care  parents  choose,  provided  that  care  is  legal  and  meets  the 
applicable  State  standards  and  health  and  safety  requirements.  States  are  free  to  use 
their  quality  funds  under  the  Child  Care  and  Development  Block  Grant  to  help  all 
providers  —  for  profit,  not-for-profit,  or  faith-based  providers,  for  example. 

Mr.  Porter:  As  we  understand  it,  the  welfare  law  contains  certain  targeting 
provisions  that  are  intended  to  ensure  adequate  child  care  services  for  both  welfare 
families  and  low  income  (non-welfare)  families.  To  what  extent  are  both  of  these 
groups  being  served  under  the  Federal  program? 

Ms.  Golden:  It's  still  too  early  to  have  hard  data  to  answer  this  question,  but  we 
believe  that  States  are  continuing  to  serve  both  of  these  populations.  We  know  that 
States  are  concerned  about  meeting  the  needs  of  families  receiving  public  assistance.  A 
number  of  States  in  their  current  Plans  for  their  Child  Care  and  Development  funds 
have  specifically  included  TANF  families  among  those  the  State  has  chosen  to  include 
as  service  priorities.  We  will  know  more  when  case-level  data  for  FY  1997  is  received 
and  analyzed. 
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Mr.  Porter:  Can  you  also  tell  us  how  much  money  the  States  are  spending  on  child 
care  from  their  Temporary  Assistance  to  Needy  Families  (TANF)  money? 

Ms.  Golden:  Under  TANF,  through  the  quarter  ending  September  30,  1997,  States 
expended  $13.5  million  of  Federal  TANF  funds  for  child  care  activities.  States  also 
transferred  $175  million  or  1.3%  of  the  TANF  allocation  to  the  Child  Care 
Development  Fund.  In  addition,  States  expended  $748  million  of  State  MOE  dollars 
for  child  care  through  the  same  period. 

Mr.  Porter:  As  we  understand  it,  the  States  have  a  good  deal  of  money  available 
from  the  TANF  program  that  is  currently  unspent.  Can  you  tell  us  how  much  TANF 
money  is  currently  unspent  and  available  at  the  State  level? 

Ms.  Golden:  Based  on  expenditure  reports  submitted  through  September  30,  1997 
States  spent  or  transferred  a  total  of  $10.4  billion,  or  approximately  78%  of  the  $13.4 
billion  awarded  under  TANF  in  FY  1997.  Out  of  the  remaining  balance,  States 
obligated  (but  have  not  yet  spent)  an  additional  $1.7  billion.  The  amount  of  TANF 
funds  both  unobligated  and  unspent  by  States  is  $1 .3  billion,  or  9%  of  the  total  awarded 
to  States  for  FY  1997. 

Mr.  Porter:  In  regard  to  that,  the  GAO  testified  here  last  week  that  the  Department 
has  serious  datat  problems  with  respect  to  welfare  reform.  GAO  feels  that  you  have  a 
large  obstacle  in  front  of  you  in  trying  to  obtain  State  data  that  are  comparable  and 
uniform.  How  much  confidence  do  you  have  in  the  comparability  and  reliability  of  the 
State  data  on  welfare,  and  what  steps  are  you  planning  to  take  to  address  some  of  the 
weaknesses  that  might  exist  here? 

Ms.  Golden:  Absent  final  TANF  regulations,  we  developed  a  data  reporting  system 
(Emergency  TANF  Data  Report)  that  collects  a  streamlined  set  of  data  elements  that 
represent  the  self  implementing  portion  of  the  data  requirements  in  the  statute.  The 
system  is  a  Windows  based  pc  system  to  facilitate  electronic  transmition  of  the  data 
from  the  states  to  us.  The  reporting  system  is  new  and  the  states  have  had  limited  time 
to  develop  the  necessary  interfaces  to  implement  it  effectively.  Significant 
implementation  problems  have  occurred  concerning  data  transmission,  data  format  and 
data  quality.  We  have  been  working  closely  with  the  states  to  resolve  these  issues  and 
have  made  significant  progress.  Our  initial  review  of  the  available  data  suggests  that 
states  are  reporting  data  that  is  comparable  to  data  reported  under  AFDC  and  JOBS 
programs.  We  will  continue  to  monitor  state  progress  and  will  provide  necessary 
technical  assistance  to  resolve  data  issue  that  occur. 

Mr.  Porter:  Describe  for  the  Committee  your  performance  goals  under  the  Results 
Act  for  child  care  programs. 
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Ms.  Golden:  The  goals  and  measures  are  listed  below. 
GOAL  A:       Increase  access  to  affordable,  quality  child  care  for  low  income  families. 

Performance  measures: 

Al.     Increase  the  number  of  children  receiving  subsidized  Child  care.  (ACF  800  and 
801) 

A2.     Increase  the  number  of  states  that  establish  family  co-payments  at  10%  or  less 
of  family  income.  (State  Plans) 

GOAL  B:  Improve  the  quality  of  Child  Care 

Performance  measures: 

Bl.  Increase  the  number  of  child  care  facilities  that  are  accredited  by  a  nationally 
recognized  early  childhood  development  professional  organization.  (External 
Sources) 

B2.      Increase  the  number  of  States  that  reimburse  at  or  above  the  75th  percentile  of 
market  rate  for  high  quality  care.  (State  Plans) 

B3.  Increase  the  number  of  States  that  provide  health  care  services  linkages  with 
child  care  (i.e  immunization,  medical  outreach,  and  screening).  (State  Plans, 
External  Sources) 

B4.      Increase  the  number  of  Head  Start  programs  that  partner  with  Child  Care 
services  to  increase  quality  of  care.  (State  Plans) 

Mr.  Porter:  Tell  us  how  you  set  the  various  goals  and  how  you  intend  to  verify 
whether  or  not  they  being  achieved. 

Ms.  Golden:  ACF  developed  two  major  goals  and  a  set  of  performance  measures 
related  to  each  goal  in  consultation  with  State  Child  Care  Administrators  and  national 
organizations  interested  in  child  care  issues.  Consultations  consisted  of  several 
meetings  with  our  State  Issues  Work  Group  and  a  work  group  of  national  organizations 
interested  in  child  care  issues.  The  State  Issues  Work  Group  is  made  up  of  ten  States, 
one  from  each  ACF  region.  Approximately  30  national  organizations  participate  in  the 
National  Organizations  Work  Group. 

ACF  intends  to  verify  the  achievement  of  goals  by  using  information  provided  in 
State  Child  Care  Plans,  two  data  collection  instruments  recently  approved  by  OMB,  and 
through  external  sources.  Each  data  collection  form  was  developed  as  a  result  of  in- 
depth  consultation  with  States  and  both  are  based  on  data  requirements  set  forth  in  the 
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Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996,  PL  104-193 
(Form  ACF-800,  and  Form  ACF-801).  Further  consultation  is  planned  as  soon  as 
initial  baseline  data  becomes  available. 

Mr.  Porter:  You  state  on  page  25  of  your  annual  performance  plan  that  "ACF  is  not 
providing  target  percentage  increases  for  most  child  care  measures  because  baseline 

data  are  not  yet  available  ".  How  do  you  plan  to  obtain  the  necessary  baseline  data 

and  when  do  you  expect  to  have  it? 

Ms.  Golden:  ACF  has  developed  a  comprehensive  plan  for  capturing  baseline  data, 
including  1)  pre-baseline  data  consultation  with  States;  2)  the  development  and 
approval  of  data  collection  instruments;  3)  provision  of  training  and  technical  assistance 
to  States  on  system  development  and  reporting;  and  4)  post-baseline  data  consultation. 
As  a  result,  ACF  developed  data  collection  instruments  including  the  State  Plans,  the 
annual  aggregate  (state-level)  data  form  (ACF-800),  and  the  monthly  case-level  data 
form  (ACF-801).  Training  on  the  ACF-800  and  ACF-801  data  collection  and 
submission  procedures  was  provided  to  the  States  in  November  1997  and  February 
1998.  ACF  is  providing  on-going  technical  assistance  to  States  to  ensure  quality  data 
collection  through  the  establishment  of  the  Child  Care  Automation  Resource  Center. 

The  timeline  for  the  availability  of  baseline  data  is  as  follows: 

1 .  State  Plan  information  has  been  collected  and  analyzed.  A  report  on  the  State 
Plans  was  released  March  10,  1998. 

2.  The  first  aggregate  data  for  the  period  of  April  through  September,  1997,  was 
submitted  by  States  on  December  3 1 ,  1997.  This  data  is  being  analyzed  and  will  be 
made  available  in  the  first  Report  to  Congress  (due  July  1,  1998). 

3.  The  first  monthly  case-level  data  will  be  submitted  August  31,  1998.  The  first  six 
months  of  case-level  data  should  be  analyzed  and  available  in  April,  1999. 

In  the  future,  ACF  will  be  developing  optional  child  care  data  elements  for  States  to 
use  if  they  wish  to  participate  in  developing  state-level  performance  measures  or  child 
care  research. 

Mr.  Porter:  Your  budget  also  proposes  three  smaller  child  care  initiatives  which 
also  require  legislation.  These  are:  a  standards  enforcement  fund,  a  child  care  provider 
scholarship  fund,  and  a  research  and  evaluation  fund.  Will  you  tell  the  Committee  what 
is  involved  with  these  three  requests,  why  they  are  necessary  in  your  view,  and  why  are 
they  a  Federal  responsibility  as  opposed  to  a  State  or  local  responsibility? 

Ms.  Golden:  The  Standards  Enforcement  fund  would  help  State  efforts  to  improve 
licensing  systems,  assist  and  encourage  accreditation  effors  and  enforce  health  and 
safety  standards.  The  effort  builds  on  research  and  experience  in  the  military  child  care 
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program  which  shows  that  diligent  enforcement  of  standards  dramatically  improves 
quality.  The  proposed  fund  provides  additional  money  specifically  dedicated  to  quality 
improvement,  which  is  a  goal  of  the  current  statute.  It  will  also  help  States  meet  the 
basic  health  and  safety  standards  that  also  are  a  requirement  of  the  current  statute.  In 
sum,  this  proposed  new  fund  builds  on  the  existing  Child  Care  and  Development  Block 
Grant  in  a  area  where  we  know  States  need  help. 

The  National  Child  Care  Provider  Scholarship  Fund  would  provide  250,000 
scholarships  over  5  years  to  students  working  toward  a  child  care  credential.  The 
scholarship  fund  requires  a  commitment  from  the  child  care  provider  to  stay  in  the  field 
at  least  one  year  after  completing  his/her  education.  Among  the  essential  elements  of 
high  quality  child  care  are  well-trained  staff  and  a  low  staff  turnover  rate.  A  trained  and 
stable  child  care  workforce  is  essential  to  helping  families  in  their  struggle  to  work  and 
maintain  financial  independence.  States  need  support  to  provide  caregivers  with  the 
funds  necessary  to  participate  in  training  and  education.  The  scholarship  fund  would 
bring  national  attention  and  resources  to  the  critical  needs  for  high  quality  child  care 
programs  with  well-trained  caregivers. 

The  proposed  Research  and  Evaluation  Fund  will  expand  the  knowledge  about  our 
child  care  system,  particularly  the  issues  facing  low-income  families.  This  fund  also 
will  provide  support  for  a  National  hotline  linking  parents  with  local  resources  on  child 
care  in  their  community,  provide  consumer  education,  and  create  funding  for  a  National 
Center  on  Child  Care  Statistics.  There  is  currently  limited  data  available  to  help  child 
care  policy  makers  make  decisions  about  how  to  best  use  their  limited  resources.  There 
is  no  dedicated  source  of  funding  in  the  Child  Care  and  Development  Block  Grant  Act 
for  child  care  research  or  for  developing  innovative  child  care  strategies  for  the  future. 
A  research  and  demonstration  initiative  will  be  able  to  develop  critically  needed 
information  for  and  about  parents,  child  care  providers,  and  children  ~  the  availability, 
cost  and  quality  of  community  child  care  options  and  how  work,  family  and  child  care 
trends  are  changing. 

I  believe  that  all  three  initiatives  are  a  Federal  responsibility.  As  I  have  pointed  out 
in  describing  each  of  the  initiatives,  they  build  on  the  exiting  Federal  role  and,  in  the 
case  of  the  research  and  evaluation  component,  are  necessary  for  formulating  additional 
Federal  and  State  policy  in  child  care. 

EARLY  LEARNING  FUND 

Mr.  Porter:  You  are  proposing  to  establish  by  legislation  as  part  of  your  budget 
request  something  that  you  call  an  Early  Learning  fund.  This  would  be  a  total  of 
$3  billion  over  5  years,  and  it  would  be  $600  million  in  '99  alone.  Can  you  explain 
what  this  new  initiative  is  all  about? 
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Ms.  Golden:  President  Clinton's  proposed  Early  Learning  Fund  is  designed  to 
improve  early  learning  and  development  for  our  youngest  children  (age  zero  to  five),  to 
ensure  health  and  safety  in  child  care,  and  to  support  parents  as  they  raise  their  children. 
The  Early  Learning  Fund  provides  challenge  grants  to  communities  (distributed  by 
States).  It  builds  on  successful  State  initiatives  such  as  North  Carolina's  Smart  Start, 
which  helps  North  Carolina's  children  enter  school  healthy  and  ready  to  succeed.  Smart 
Start  funds  a  broad  variety  of  local  efforts,  including  improving  staff-to-child  ratios, 
health  linkages  that  have  raised  immunization  rates,  and  parent  education  and 
mentoring  programs  to  give  new  parents  support. 

The  Early  Learning  Fund  would  permit  localities  to  design  programs  that  best 
support  the  early  learning  needs  of  their  population.  Activities  that  would  be  allowable 
under  the  Early  Learning  Fund  include:  providing  basic  training  to  child  care  providers 
(including  first  aid  and  CPR);  creating  and  sustaining  family  child  care  networks  to 
connect  child  care  home  providers  to  education  and  support;  providing  home  visits  and 
parent  education;  helping  parents  recognize  high  quality  care  through  consumer 
education;  helping  child  care  providers  meet  licensing  and  accreditation  standards; 
linking  child  care  providers  with  health  professionals;  supporting  the  inclusion  of 
young  children  with  special  needs  in  quality  child  care  settings;  and  reducing  child  care 
group  sizes  and  the  ratio  of  children  to  staff. 

Mr.  Porter:  Can  you  tell  us  why  this  new  program  is  being  proposed  as  a 
mandatory  spending  program  rather  than  as  a  discretionary  program? 

Ms.  Golden:  There  are  two  basic  reasons:  (1)  The  Early  Learning  fund  is  a  unique 
undertaking,  and  we  wanted  to  be  certain  that  a  specific  amount  of  funds  would  be 
available  over  the  next  five  years.  We  wanted  to  assure  that  community  grantees  would 
have  the  continuity  of  resources  to  operate  programs  that  certainly  would  require  a 
stable  funding  base.  And,  (2)  We  designed  the  Early  Learning  Fund  as  a  matching 
fund  ~  although  at  a  reduced  rate  from  the  other  Child  Care  and  Development  funds  ~ 
as  opposed  to  discretionary  Child  Care  and  Development  funds,  which  are  100% 
Federal  money. 

Mr.  Porter:  Are  you  just  trying  to  get  around  those  pesky  spending  caps? 

Ms.  Golden:  No.  Both  the  entitlement  and  discretionary  parts  of  the  Child  Care 
and  Development  funds  are  capped,  including  all  of  the  new  funds  we  are  proposing. 
All  of  the  spending  initiatives  proposed  in  the  President's  Budget,  including  the  Early 
Learning  Fund,  are  covered  within  the  ceilings  regardless  of  whether  they  are  proposed 
as  discretionary  or  mandatory  programs.  Futhermore,  we  had  the  objective  of  assuring 
that  the  Early  Learning  Fund  is  a  stable  resource  and  that  a  match  was  involved. 

Mr.  Porter:  Who  actually  would  receive  these  funds  at  the  local  level? 
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Ms.  Golden:  Communities  would  receive  the  funds  from  the  State  Lead  Agency  for 
Child  Care  and  Development  funds,  based  on  competitive  grants  or  formula  grants 
offered  by  the  State.  Our  proposal  for  the  Early  Learning  Fund  does  not  specify  the 
kind  of  organization  or  agency  that  would  receive  the  funds  for  the  community.  We 
expect  that  the  receiving  community  entity  for  the  Early  Learning  Fund  would  be 
commensurate  with  the  types  of  agencies  through  which  the  Lead  Agency  for  the  Child 
Care  and  Development  funds  has  the  flexibility  to  operate.  Under  the  current  Child 
Care  and  Development  Block  Grant  Act,  the  Lead  Agency  can  administer  the  program 
through  governmental  and  nongovernmental  agencies. 

Mr.  Porter:  What  relationship  would  this  new  fund  have  with  the  Head  Start 
program? 

Ms.  Golden:  The  Early  Learning  Fund  is  different  from  both  Head  Start  and  Early 
Head  Start.  Early  Head  Start  is  a  relatively  small  program  that  reaches  only  certain 
low-income  families  and  Head  Start  focuses  on  low-income  children  and  their  families. 
The  new  initiative  will  promote  early  learning  and  provide  parent  education  and  support 
to  working  families,  reaching  parents  at  a  wider  range  of  income  levels.  The  Early 
Learning  Fund  will  provide  challenge  grants  to  communities  that  develop  innovative 
approaches  to  fostering  early  childhood  development. 

Mr.  Porter:  Would  the  two  be  coordinated  in  some  way? 

Ms.  Golden:  Coordination  is  a  key  element  in  the  Early  Learning  Fund.  We  do  not 
propose  to  mandate  coordination  with  specific  entities,  in  order  to  preserve  a 
community's  flexibility  to  develop  programs  that  best  meet  local  needs.  However,  we 
do  expect  that  communities  that  receive  grants  will  conduct  local  planning  and 
monitoring  through  a  broadly  representative  interest  group.  In  communities  where 
there  is  Head  Start,  Head  Start  should  be  a  part  of  the  interest  group. 

Mr.  Porter:  Do  you  have  performance  measures  associated  with  this  proposed  new 
program?  If  so,  what  are  they? 

Ms.  Golden:  The  Early  Learning  Fund  is  predicated  on  the  use  of  benchmarks.  To 
provide  the  State/local  flexibility  that  is  a  central  theme  of  this  program,  however,  the 
specific  benchmarks  would  be  established  at  the  State  level.  States  would  therefore 
monitor,  and  agree  to  report  on  a  set  of  benchmarks  applicable  to  their  communities. 
The  benchmarks  would  be  published  as  part  of  the  Plan  used  for  Child  Care  and 
Development  funds. 
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SOCIAL  SERVICES  BLOCK  GRANT 

The  Committee  received  a  letter  from  the  American  Public  Welfare  Association  on 
February  23rd  which  indicates  that  such  a  reduction  would  result  in  cuts  "to  much 
needed  services  to  the  poor,  the  disabled,  the  elderly  and  children  throughout  the 
country".  It  further  suggests  that  States  would  have  to  cut  back  on  adult  protective 
services,  home  delivered  meals,  and  congregate  meals. 

Mr.  Porter:  Why  has  the  Administration  changed  its  position  on  this  program? 

Ms.  Golden:  The  Administration  has  not  changed  its  position  on  this  program. 
However,  several  events  have  changed  which  alter  the  requests  from  the  Administration 
for  the  SSBG  program.  Before  FY  1997,  the  Administration  was  concerned  about  the 
impact  that  a  reduction  might  have  on  low  and  moderate  income  individuals  and 
families  particularly  in  view  of  pending  welfare  reform  legislation.  With  the  passage  of 
TANF,  states  can  transfer  up  to  10  percent  of  the  State's  Family  Assistance  Grant  to  the 
SSBG  program  to  be  used  for  programs  and  services  to  children  or  their  families  whose 
income  is  less  than  200  percent  of  the  official  income  poverty  level. 

Mr.  Porter:  How  many  individuals  will  have  services  cut  back  as  a  result  of  the 
funding  reduction? 

Ms.  Golden:  Although  we  are  now  improving  the  tracking  system  established  to 
tabulate  expenditure  and  recipient  data,  not  all  states  submitted  this  form  for  FY  1995 
and  FY  1996.  Moreover,  many  states  who  submitted  the  form  did  not  list  the  number 
of  recipients  served  and  therefore  analysis  of  this  data  indicates  the  recipient  count  as 
the  weakest  portion  of  the  submitted  information.  Many  states  are  collecting 
information  on  the  number  of  people  served;  however,  based  on  the  data  submitted, 
ACF  is  unable  to  make  this  projection.  ACF  is  working  with  states  to  receive  more 
complete  reporting  on  the  recipient  count.  This  information  should  be  reflected  in  the 
FY  1997  data. 

Mr.  Porter:  Is  the  APWA  wrong,  and  if  so,  how? 

Ms.  Golden:  Clearly  cuts  in  the  budget  will  mean  fewer  services  provided  under  a 
particular  program.  However,  the  Administration's  budget  allows  for  priorities  which 
are  consistent  with  assisting  families  to  maintain  and  retain  employment.  Although 
SSBG  funding  is  provided  for  Special  Services  for  the  Disabled,  Protective  Services  for 
Adults  and  Home  Delivered  Meals,  the  SSBG  tracking  system  also  indicates  that  the 
total  state  expenditures  for  other  related  services  such  as  Congregate  Meals  and 
Independent  Living  Services  is  greater  than  the  SSBG  funded  expenditures.  This 
means  that  states  have  already  indicated  a  willingness  to  continue  to  fund  these 
programs. 
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Mr.  Porter:  Why  is  this  cutback  justified  given  the  large  increases  for  categorical 
programs  elsewhere  in  the  President's  budget? 

Ms.  Golden:  Although  the  Administration  considers  SSBG  an  important  program, 
fiscal  constraints  have  required  us  to  prioritize  our  funding  choices.  Many  of  the 
services  funded  by  SSBG  can  be  provided  directly  by  State  and  local  governments. 
States  are  using  a  very  significant  portion  of  their  SSBG  for  child  care.  The  latest  data 
available  shows  that  States'  use  of  SSBG  funds  for  child  care  amounted  to  almost  15 
percent  of  the  total  yearly  SSBG  allocation  and  the  majority  of  that  money  will 
continue  to  remain  available  to  States. 

Mr.  Porter:  Why  shouldn't  we  put  the  funding  into  flexible  block  grants  like 
SSBG's  and  let  States  and  local  service  providers  decide  where  the  money  should  be 
best  spent,  rather  than  using  the  funding  to  ramp  up  new  categorical  programs? 

Ms.  Golden:  While  the  flexible  money  for  the  States  is  critical  to  providing 
services  in  ways  that  meet  the  needs  of  the  state,  it  is  also  important  to  provide  Federal 
leadership  to  focus  attention  and  dollars  on  specific  areas  of  need  that  are  of  national 
interest. 

Mr.  Porter:  To  what  extent  are  States  permitted  to  transfer  funds  from  the  TANF 
program  to  the  title  XX  block  grant?  And  to  what  extent  are  they  actually  doing  it  so 
far? 

Ms.  Golden:  States  may  transfer  up  to  10  percent  of  the  State's  Family  Assistance 
Grant  under  TANF  to  Title  XX  SSBG  program  to  be  used  for  programs  and  services  to 
children  or  their  families  whose  income  is  less  than  200  percent  of  the  official  income 
poverty  level.  Thus  far  the  following  nine  states  have  transferred  funds  from  TANF  to 
SSBG:  Connecticut,  Iowa,  Kentucky,  Maine,  Massachusetts,  Michigan,  New  York, 
Vermont,  and  Virginia. 

Mr.  Porter:  The  Adoption  and  Safe  Families  Act  was  enacted  last  November.  You 
are  proposing  a  $20  million  budget  increase  as  a  result  of  that  new  Act.  Can  you  tell  us 
how  this  $20  million  would  be  utilized? 

Ms.  Golden:  Twenty  million  dollars  has  been  authorized  by  the  Congress  for  each 
of  the  years  1999  through  2003.  The  purpose  of  these  funds  is  to  reward  the  States  for 
the  extra  effort  they  have  exerted  in  the  effort  to  meet  the  President's  initiative  to  double 
the  annual  number  of  adoption  finalized  by  the  year  2002.  The  $20  million  we  are 
requesting  is  the  first  installment  of  that  authorization. 

Mr.  Porter:  Why  is  it  necessary  to  pay  the  States  bonuses  to  do  this.  Wouldn't  they 
try  to  do  this  anyway? 
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Ms.  Golden:  We  certainly  expect  that  they  would  try  to  do  this  anyway.  But  the 
fact  is  that  the  number  of  adoptions  per  year  has  been  almost  steady  over  the  past 
several  years,  and  the  possibility  of  incentive  funds  may  just  give  them  the  extra 
incentive  needed  to  go  much  farther.  Additionally,  we  are  hoping  to  put  more  of  an 
emphasis  on  the  adoption  of  special  needs  and  harder  to  place  children  who  are  stuck  in 
the  foster  care  system  with  a  larger  bonus  for  their  successful  adoption. 

Mr.  Porter:  What  does  a  State  have  to  do  to  qualify  for  one  of  these  bonuses? 

Ms.  Golden:  A  State  is  eligible  for  adoption  incentive  payments  for  a  fiscal  year  if: 

(1)  it  has  an  approved  plan  under  title  IV-E; 

(2)  the  number  of  finalized  foster  child  adoptions  from  the  public  child  welfare 
system  during  the  fiscal  year  exceeds  the  established  baseline  for  that  year; 

(3)  the  determination  of  the  numbers  of  children  adopted  each  year,  1998  through 
2002,  will  be  made  on  the  basis  of  the  Adoption  and  Foster  Care  Analysis  and 
Reporting  System  (AFCARS)  data  submissions;  and 

(4)  in  FYs  2001  and  2002,  the  State  provides  health  insurance  coverage  to  any 
special  needs  child  for  whom  there  is  an  adoption  assistance  agreement  between  a 
State  and  the  child's  adoptive  parents. 

Once  these  conditions  are  met,  the  State  will  receive  $4,000  for  every  child  adopted 
from  the  State  foster  care  system  and  an  additional  $2,000  for  every  title  IV-E  special 
needs  child  adopted  from  the  foster  care  system  over  the  baseline  for  that  year. 

Mr.  Porter:  Can  the  States  spend  the  bonus  money  any  way  they  wish? 

Ms.  Golden:  The  States  can  spend  the  bonus  money  on  any  costs  which  are 
allowable  under  titles  IV-B  or  IV-E. 

ADOPTION  OPPORTUNITIES 

Mr.  Porter:  The  traditional  adoption  opportunities  program  received  a  significant 
funding  increase  in  the  '98  appropriations  bill  ($10  million)  and  you  want  to  increase  it 
further  in  '99.  How  are  you  utilizing  the  additional  funding  that  we  provided  in  FY 
1998? 

Ms.  Golden:  In  order  to  initiate  efforts  to  accomplish  the  ambitious  goals  set  out  in 
the  Adoption  and  Safe  Families  Act  of  1997  and  Adoption  2002:  A  Response  to  the 
Presidential  Executive  Memorandum  on  Adoption,  the  Children's  Bureau  will  award 
grants  to  provide  training  and  technical  assistance  to  states,  tribes  and  adoption 
agencies  in  order  to  expand,  strengthen  and  improve  the  quality  and  effectiveness  of 
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adoption  services  to  children  and  families.  The  training  and  technical  assistance  is 
designed  to  reduce  systems  and  jurisdictional  barriers  to  the  adoption  of  children. 
These  goals  include  increasing  the  percentage  of  children  who  exit  the  foster  care 
system  within  two  years  of  placement  from  2.7  percent  in  FY  1995  to  10  percent  in  FY 
1999  for  adoption  and  from  2.1  percent  in  FY  1995  to  5  percent  in  FY  1999  for 
guardianship.  We  also  intend  to  move  toward  doubling  the  number  of  adoptions  and 
guardianships  for  children  in  the  public  foster  care  system  between  FY  1997  and  FY 
2002  by  increasing  adoptions  from  20,000  in  FY  1997  to  24,000  in  FY  1999  and 
guardianships  from  7,000  in  FY  1997  to  8,500  in  FY  1999. 

In  order  to  achieve  these  outcomes  for  children,  a  broad  range  of  training  and 
technical  assistance  will  be  provided  to  state  and  local  public  social  service  agencies, 
private,  non-profit  adoption  agencies  and  the  courts  to  familiarize  them  with  the  recent 
changes  in  Federal  law.  Technical  assistance  will  support  the  development  of 
collaborative  efforts  that  encourage  placements  across  geographical  boundaries,  the 
development  of  models  to  improve  the  recruitment  of  families  for  children  with  special 
needs,  and  the  development  and  dissemination  of  model  legislation,  best  practices 
guidelines,  multi-disciplinary  training  curricula  and  implementation  guides  on  the 
Multiethnic  Placement  Act,  as  amended  and  the  Indian  Child  Welfare  Act. 

Other  program  initiatives  will  include  support  for:  collaboration  among  courts  and 
child  welfare  agencies  to  reduce  the  time  children  spend  waiting  for  an  adoptive 
placement;  efforts  designed  to  facilitate  the  adoptive  placement  of  children  across 
geographical  boundaries;  special  efforts  to  increase  the  adoptive  placement  of  minority 
children;  the  development  and  dissemination  of  models  on  non-adversarial  options  to 
expedite  permanency;  and  the  development  of  program  approaches  to  reduce  the 
barriers  to  kinship  adoption. 

Mr.  Porter:  How  does  this  ongoing  adoption  program  relate  to  your  proposed  new 
initiative  with  respect  to  the  bonuses?  Are  they  totally  unrelated? 

Ms.  Golden:  The  funding  is  not  directly  related.  The  $10  million  increase  in  the 
Adoption  Opportunities  Program  will  provide  support  for  states  and  agencies  to  make 
changes  in  policies  and  procedures  that  will  result  in  the  safe  and  appropriate 
movement  of  children  through  the  child  welfare  system  to  permanent  placement.  An 
outcome  of  this  discretionary  grants  effort  is  the  increased  number  of  adoptions.  The 
increase  in  adoptive  placements  will  enable  the  states  to  qualify  for  and  receive  the 
incentive  dollars  available  under  Title  IV-E  of  the  Social  Security  Act. 

DEVELOPMENTAL  DISABILITIES 

Mr.  Porter:  You  have  a  new  $5  million  proposal  in  your  Developmental  Disability 
budget  for  '99.  What  is  the  purpose  of  this  new  proposal? 
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Ms.  Golden:  The  additional  $5  million  will  provide  seed  money  for  statewide, 
comprehensive,  coordinated  interagency  systems  of  support  for  families  of  children 
with  disabilities  that  are  family-centered  and  family-directed.  Such  systems  are 
intended  to  foster  in-home  care  when  it  is  desired  by  the  family  and  appropriate  for  the 
child  with  a  disability.  It  will  be  used  to  address  the  concerns  of  those  families  who 
want  to  raise  their  children  with  disabilities  at  home  and  in  their  communities.  HHS 
and  States  would  learn  powerful  lessons  which  have  direct  application  for  not  only 
children  with  disabilities  and  their  families  but  for  all  families  in  need  of  support, 
particularly  those  on  TANF  and  the  working  poor.  This  demonstration  authority  offers 
States  the  opportunity  to  address  further  such  concerns  as  inadequate  child  care  options, 
missed  job  training  or  job  opportunities  and  the  loss  of  medical  assistance  and  how 
these  problems  impact  on  a  family's  ability  to  achieve  self-sufficiency. 

Mr.  Porter:  As  we  understand  it,  this  program  is  actually  authorized  under  the 
IDEA  act  which  is  administered,  of  course,  by  the  Department  of  Education.  Why  does 
HHS  want  to  get  involved  in  IDEA  too? 

Ms.  Golden:  The  Individuals  with  Disabilities  Education  Act  was  amended  in  1994 
by  addition  at  the  end  the  "Families  of  Children  With  Disabilities  Support  Act  of 
1994."  The  language  of  this  Act  has  the  Secretary  of  HHS  as  being  responsible  for 
carrying  out  its  implementation  (see  section  703  (13)  Definitions). 

Mr.  Porter:  Wouldn't  this  just  be  another  proliferation  of  small  categorical 
programs? 

Ms.  Golden:  It  is  our  view  that  the  funding  of  this  program  enhances  the 
Administration's  goal  of  preserving,  strengthening  and  maintaining  families  and 
conforms  with  a  number  of  HHS  Secretarial  Initiatives,  including  moving  families  from 
welfare  to  work;  improving  health  care  quality;  and  tackling  the  problem  of  teen 
pregnancy.  Analysis  of  the  1994  AFDC  caseload  showed  that  nearly  half  of  all  families 
receiving  benefits  had  at  least  one  member  with  a  disability,  with  nearly  a  fourth  of  all 
families  having  children  with  disabilities.  These  grants  would  not  be  just  another 
proliferation  of  small  categorical  programs  but  rather  competitive  grants  to  expand  and 
modify  statewide  systems  of  supports  for  families  of  children  with  disabilities. 

Mr.  Porter:  Of  the  $5  million  requested,  $3.8  million  of  it  would  be  spent  for 
"demonstrations".  How  would  these  "demonstrations"  be  different  from  the 
"demonstrations"  that  you  are  funding  under  the  Projects  of  National  Significance  line 
in  Developmental  Disabilities? 

Ms.  Golden:  The  Projects  of  National  Significance  authority  funded  through  the 
Developmental  Disabilities  Act  support  advancements  in  the  field  of  developmental 
disabilities  far  beyond  the  one  area  of  family  support  for  families  of  children  with 
disabilities.  Examples  of  other  areas  of  overall  national  importance  include: 
employment,  criminal  justice,  at-risk  youth,  welfare  reform  and  managed  care. 
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Mr.  Porter:  How  do  we  know  that  the  Developmental  Disability  programs  are 
successful? 

Ms.  Golden:  The  Administration  on  Developmental  Disabilities  has  been  working 
closely  with  the  developmental  disabilities  program  network  to  identify  program 
measures  which  will  help  determine  the  difference  our  programs  are  making  in  the  lives 
of  individuals  with  developmental  disabilities.  The  State  Developmental  Disabilities 
Councils  have  been  working  along  with  the  Protection  and  Advocacy  Systems  and  the 
University  Affiliated  Programs  in  the  development  of  outcome  and  impact-based 
indicators.  The  consensus  model  we  used  to  develop  performance  measures  is  ongoing 
and  will  result  in  the  establishment  of  benchmarks  and  targets  following  an  analysis  of 
our  baseline  year  of  data  collection  and  consultation  with  the  developmental  disabilities 
program  network.  Additionally,  we  have  a  great  deal  of  anecdotal  information  and 
statistical  information  on  program  outputs  that  highlight  the  importance  of  these 
programs. 

Mr.  Porter:  How  are  you  planning  to  measure  performance  in  these  programs? 
Looking  at  page  12  of  your  annual  performance  plan,  it  would  appear  that  you  are  not 
very  far  along  in  setting  performance  goals  and  baselines  in  this  area. 

Ms.  Golden:  The  Administration  on  Developmental  Disabilities  and  its  grantees 
have  made  sound  and  steady  progress  in  measuring  performance  and  results.  Data 
systems  for  automated  submission  and  analysis  of  the  measures  are  currently  refined  for 
the  Developmental  Disabilities  program  and  will  result  in  the  establishment  of  goals 
and  targets  for  fiscal  year  2000  following  an  analysis  of  our  baseline  year  of  data 
collection.  Performance  measures  include  the  following: 

State  Developmental  Disabilities  Councils 

o    #  of  adults  with  disabilities  who  obtain  integrated  jobs; 

o    #  of  businesses/employers  that  employ  and  support  people  with  disabilities; 

o    #  of  people  owning/renting  their  own  homes;  and 

o    #  of  families  benefiting  from  family  support 
Protection  and  Advocacy 

o    #  of  persons  having  reasonable  accommodation  on  the  job; 

o    #  of  people  in  more  integrated/inclusive  settings;  and 

o    #  of  barriers  removed  as  a  result  of  P&  A  intervention 
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University  Affiliated  Programs 

o    #  of  college  trainees  with  disabilities  completing  training  and  hired;  and 
o    #  of  health  care  providers  trained  to  meet  disabilities  health  needs 

Projects  of  National  Significance 

o    #  of  adults  on  welfare  who  secure  competitive  employment 

SOCIAL  SERVICES  RESEARCH  AND  DEMONSTRATION 

Mr.  Porter:  You  are  proposing  to  spend  a  total  of  $3 1  million  for  social  services 
research  and  demonstration  purposes  in  '99.  Is  that  correct? 

Ms.  Golden:  Yes,  that  is  correct. 

Mr.  Porter:  How  are  you  spending  the  $26  million  that  you  have  available  for  these 
purposes  in  FY  '98? 

Ms.  Golden:  Most  of  the  money,  about  $22  million,  is  being  used  to  continue 
projects  begun  last  year  or  earlier.  Of  this  $22  million  for  continuations,  about  $6.6 
million  is  being  spent  on  the  National  Longitudinal  Study  of  Abused  and  Neglected 
Children  (mandated  in  section  429A  of  the  Social  Security  Act),  another  $6.5  million  is 
going  to  states  for  evaluation  of  demonstrations  begun  under  waivers,  about  $2.9 
million  is  being  used  to  support  essential  child  care  research  focused  on  low-wage 
workers  and  labor  force  attachment,  $1.6  million  to  fund  evaluating  the  effects  of 
welfare  reform  on  children,  and  the  remainder  supports  a  variety  of  activities,  including 
TANF  technical  assistance  and  dissemination  to  states,  studies  of  work  programs,  and 
field-initiated  TANF  research  studies. 

The  remainder  of  approximately  $4  million  will  be  used  to  fund  new  projects. 
These  include  a  major  effort  to  assist  states  to  develop  effective  approaches  for 
increasing  job  retention  and  wage  progression  for  welfare  recipients  (about  $1.5 
million);  additional  state  welfare  reform  evaluations  to  examine  more  recent  reform, 
rural  reforms,  and  tracking  (about  $450,000);  to  study  infant  child  care,  the  effects  of 
subsidies  on  duration  of  child  care,  and  child  care  performance  measures  are  (about 
$750,000);  to  study  rural  TANF  issues  ($500,000);  support  for  awarding  High 
Performance  Bonuses  ($500,000);  and  a  study  of  denied  TANF  applications 
($250,000). 

Mr.  Porter:  Insert  into  the  record  at  this  point  your  '98  spending  plan  for  these 
funds. 

Ms.  Golden:  The  following  is  our  research  plan: 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
FY'98  WELFARE  REFORM  AND  SOCIAL  SERVICES  RESEARCH  PLAN 

The  Department  has  been  engaged  in  the  development  of  a  research  strategy  to 
understand  the  transformations  in  health  and  human  service  programs  since  December 
1995.  The  strategy  framework  highlights  principal  themes  associated  with 
transformations  in  progress;  major  activities,  underway  or  planned  within  the 
Department  and  elsewhere,  that  are  relevant  to  creating  the  requisite  knowledge  base; 
data,  performance  measures,  program  evaluations,  and  research  needs;  and 
opportunities  for  national  leadership  by  the  Department. 

The  movement  towards  devolution  of  responsibility  for  health  and  human  services 
to  state  and  local  organizations  and  The  Personal  Responsibility  and  Work  Opportunity 
Reconciliation  Act  of  1 996  (PRWORA),  in  particular,  offer  both  tremendous 
opportunities  and  unprecedented  challenges  in  the  redefinition  and  implementation  of 
services  to  families.  Many  states  have  been  at  the  forefront  in  efforts  to  reform  welfare 
through  the  waiver  process. 

As  policy  and  program  design  devolve  to  state  and  local  levels,  it  is  vital  that  these 
levels  of  government  have  reliable  information  on  which  to  base  their  decisions,  that 
there  is  understanding  at  the  national  level  of  how  increased  flexibility  is  used,  and  that 
the  effects  of  different  policy  and  program  choices  are  understood.  Documenting, 
understanding,  interpreting,  and  facilitating  the  exchange  of  information  and 
experiences  among  states  is  essential  to  promote  soundly  based  decisions—to  help  them 
in  avoiding  unnecessary  pitfalls  and  duplicative  developmental  efforts,  and  to  promote 
the  economic  independence  and  well-being  of  families  and  children. 

RESEARCH  GOALS 

The  Department's  research  agenda  related  to  welfare  reform  has  two  main  goals: 

►  to  increase  the  probability  of  success  of  welfare  reform  by  providing  timely,  reliable 
data  to  inform  policy  and  program  design,  especially  at  the  state  and  local  level 
where  decision  making  has  devolved;  and 

►  to  inform  the  nation  of  policies  chosen  and  their  effects  on  children,  families, 
communities  and  social  well-being. 

KEY  STRATEGIC  CONSIDERATIONS 

Six  overlapping  strategies  are  central  to  achieving  these  goals: 

►  maintaining  and  strengthening  a  subset  of  projects  begun  as  state  waiver  evaluations 
to  provide  early  and  continuing  feedback  on  the  implementation  and  impacts  of 
different  approaches  to  welfare  reform; 
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►  preserving  and  enhancing  the  ability  of  university-based  welfare  researchers  to 
continue  study  of  natural  variation  to  understand  the  effects  of  different  policy  and 
implementation  choices; 

►  maintaining  and  strengthening  data  collection  at  the  national  and  state  level; 

►  building  on  existing  federal  investments  such  as  the  National  Evaluation  of 
Welfare-to-Work  Strategies  evaluation  and  Parents'  Fair  Share,  and  working  with 
other  public  and  private  funders  of  research  to  obtain  maximum  leverage; 

►  creating  a  strong  understanding  of  not  only  TANF,  but  other  key  areas  such  as  child 
care,  child  support  enforcement  and  child  welfare  in  promoting  family 
independence  and  well-being; 

►  creating  effective  dissemination  and  technical  assistance  strategies  to  maximize  the 
possibility  that  policy  and  program  design  decisions  are  based  on  reliable 
information. 

SPENDING  PLAN 

Section  1 1 1 0  of  the  Social  Security  Act  authorizes  research  activities  relating  to  social 
services  and  income  maintenance.  In  FY'98,  $26  million  was  appropriated  which 
includes  $6  million  for  support  of  a  national  study  of  abused  and  neglected  children. 

The  Plan  is  divided  into  two  sections:  Continuations  and  New  Starts.  The  principal 
research  questions  and  a  brief  description  is  provided  for  major  topical  areas.  The  cost 
for  continuations  is  estimated  at  approximately  $22  million.  New  starts  are  planned  for 
the  remainder  of  approximately  $4  million. 

CONTINUATIONS 

State  Welfare  Reform  Evaluations  $6,519,529 

Research  Questions:  How  do  alternative  welfare  reform  policies  designed  to  promote 
employment  and  self-sufficiency,  expand  work  requirements,  time-limit  cash 
assistance,  and  encourage  individual  responsibility  (e.g.,  family  caps,  school  attendance 
requirements)  affect  employment,  earnings  and  other  family  income,  welfare 
dependency,  family  structure  and  program  costs?  What  operational  lessons  result  from 
state  experiences  in  implementing  these  various  policies?  What  successful  solutions 
can  be  used  by  other  states  to  overcome  similar  problems? 

Project  Description:  Most  state  TANF  programs  continue/modify  their  programs 
begun  under  waivers.  Continuation  of  waiver  evaluations  can  produce  early  and 
reliable  findings  about  the  implementation  and  effects  of  state  TANF  programs. 
Seventeen  states  were  funded  to  complete  on-going  evaluations,  either  as  originally 
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planned  or  modified:  Arizona,  Connecticut,  Florida,  Illinois,  Indiana,  Iowa,  Maryland, 
Minnesota,  Nebraska,  New  Hampshire,  North  Carolina,  North  Dakota,  Ohio,  Texas, 
Vermont,  Virginia  and  Wisconsin. 

Field-Initiated  Welfare  Reform  Studies  $954,627 

Research  Questions:  How  is  TANF  being  implemented  in  local  urban  welfare  offices, 
remote  rural  communities,  and  on  Native  American  reservations?  Can  the  Riverside 
GAIN  program,  which  has  produced  some  of  the  largest  effects  on  the  employment, 
earnings  and  welfare  use,  be  replicated  in  a  large  urban  area,  Los  Angeles?  How  are 
public  assistance  agencies  adapting  to  service  demands  resulting  from  reform?  What 
services  most  help  recipients  to  keep  jobs?  What  effects  does  diversion  have  on 
participants,  Medicaid  enrollment  and  service  providers?  How  can  TANF  programs 
assess  whether  recipients  are  victims  of  or  at-risk  of  domestic  violence  and  refer  them 
to  appropriate  services?  What  are  the  effects  of  male  partner  involvement  on  the  well- 
being  of  women  and  their  children? 

Project  Description:  Nine  of  103  applications  were  funded  to  study  related  questions. 
The  RAND  Corporation  will  examine  public  and  private  social  services  by 
neighborhood  throughout  Los  Angeles  County.  Four  university-based  studies  will 
assess  TANF  implementation  and  culture  change  in  local  offices,  rural  communities, 
and  Tribal  areas,  and  will  examine  diversion  policies  across  the  country.  A  local 
foundation  in  Pittsburgh  and  Mathematica  Policy  Research,  Inc.,  will  study  state 
agency  and  community-based  strategies  for  employment  placement  and  retention;  and 
the  MDRC  will  complete  evaluation  of  the  Riverside  GAIN  program  replication  in  Los 
Angeles.  The  Taylor  Institute  will  evaluate  domestic  violence  screening  and  services  in 
Illinois,  and  Children's  Hospital  in  Denver  will  analyze  father  involvement  in  its  home 
visitation  demonstrations  in  Elmira,  Memphis  and  Denver. 

Child  Impact  Studies  $ 1 ,580,607 

Research  Questions:  What  are  the  effects  of  alternative  approaches  to  welfare  reform 
on  child  well-being,  including  school  achievement,  behavioral  problems,  and  health 
status?  What  intervening  mechanisms,  such  as  quality  and  regularity  of  home 
environment,  child  care  arrangements,  and  parental  employment  and  income  affect 
these  outcomes? 

Project  Description:  The  project  augments  the  welfare  reform  demonstration 
evaluations  in  five  states,  using  rigorous  experimental  designs  to  assess  the  effects  of 
different  welfare  reform  approaches  on  child  well-being.  On-going  evaluations  focused 
primarily  on  adult  behaviors  and  outcomes,  such  as  changes  in  earnings  and  welfare 
dependency.  During  the  planning  phase,  twelve  states  and  researchers  collaborated  to 
develop  more  in-depth  and  uniform  measures  of  child  well-being.  Data  collection  and 
analysis  using  the  measures  will  occur  in  five  states:  Connecticut,  Florida,  Indiana, 
Iowa,  and  Minnesota. 
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Dissemination  of  Research  and  Evaluation  Findings 

and  Technical  Assistance  to  States  Sl,900,934 

Research  results  on  policy  and  program  effectiveness  and  is  vital  to  states 
implementing  welfare  reform  and  broadly  sought  by  them.  State  advisors,  conferences 
and  peers  knowledgeable  about  welfare  reform  strategies  and  programs  will  be  used  to 
promote  the  timely  exchange  of  research  findings  about  program  effectiveness  and  best 
practices.  Technical  assistance,  information  and  instruction  on  promising  and  cost 
effective  welfare  reform  strategies  and  programs  will  be  facilitated  through  consultant 
and  peer  networks. 

TANF  Data  Development  and  Analysis  S828,000 

Research  Questions:  What  are  the  demographic  characteristics  and  financial 
circumstances  of  families  applying  for,  receiving  and  terminated  from  assistance? 
What  work  participation  rates  do  states  achieve  for  one  and  two  parent  families? 

Project  Description:  This  project  will  provide  analytical  and  technical  support  for  the 
analysis  of  state-reported  TANF  data  required  by  section  41 1(a)  for  presentation  of  the 
report  to  Congress  required  by  section  41 1(b).  It  will  also  support  the  initiation  of 
special  studies  to  develop  statutorily-required  information  on  applicants  who  have 
applied  for  and  been  denied  TANF  assistance. 

Replication  of  Nurse  Home  Visitation  Program  S150,532 

Research  Questions:  Can  a  program  which  has  demonstrated  positive  outcomes  for 
low-income  women  and  their  children  which  operated  within  the  context  of  clinical 
trials  be  implemented  with  fidelity  in  various  local  setting  operated  through  the  normal 
clinical  care  delivery  systems?  What  community  or  organizational  variables  influence 
implementation  and  outcomes  across  sites?  How  do  the  outcomes  for  women  and 
children  in  the  replication  programs  compare  with  those  achieved  in  the  clinical  trials? 

Project  Description:  The  Department  of  Justice,  through  the  Office  of  Juvenile  Justice 
and  Delinquency  Prevention  (OJJDP)  is  providing  funding  for  the  replication  of  a 
highly  acclaimed  and  successful  nurse  home  visitation  program  in  selected  Weed  and 
Seed  sites.  In  collaboration  with  OJJDP,  ACF  is  providing  funding  support  for  an 
evaluation  of  the  replication  initiative.  This  initiative  will  support  a  test  within  normal 
operating  environments  within  communities  of  a  program  model  which  has  been  found 
to  be  effective  in  reducing  welfare  dependency,  increasing  employment,  decreasing 
repeat  childbearing,  and  reducing  the  incidence  of  child  maltreatment. 
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Self-sufficiency  for  Individuals  with 
Developmental  Disabilities  $150,000 

Research  Questions:  What  kinds  of  home-based  small  businesses  are  suitable  for 
persons  with  developmental  disabilities  or  their  families?  What  are  the  barriers  to,  and 
prerequisites  for  success  in  such  businesses? 

Project  Description:  This  Small  Business  Innovative  Research  project  will  explore  the 
feasibility  of  individuals  with  disabilities  and/or  parents  of  children  with  disabilities  to 
operate  successful  small  businesses  from  their  homes;  to  determine  whether  the  income 
from  such  a  business  would  enable  these  individuals  to  move  off  the  welfare  rolls;  to 
identify  the  types  of  businesses  which  would  be  appropriate  for  this  purpose,  and  the 
range  of  supportive  services  and  technologies  that  might  be  needed  to  ensure  success; 
and  determine  the  T/TA  needed  by  those  individuals. 

Child  Care  Research  Partnerships  $1,000,000 

Research  Questions:  How  do  child  care  policies  and  market  dynamics  influence  child 
care  demand,  supply,  and  outcomes  for  low-income  families,  particularly  welfare 
clients,  those  moving  from  welfare  to  work,  and  the  working  poor?  How  do  child  care 
opportunities  and  constraints  affect  the  lives  of  low-income  families  and  children? 
What  variables  significantly  affect  the  cost,  quality,  and  delivery  of  subsidized  child 
care  services? 

Project  Description:  Five  Child  Care  Research  Partnerships  will  be  continued  to 
examine  these  questions.  Collectively,  these  partnerships  involve  many  local,  State  and 
national  partners  including  university  research  teams;  agencies  which  administer  child 
care,  welfare,  education,  and  employment  programs;  major  corporations;  national 
research  and  professional  organizations;  many  community  agencies  and  organizations; 
child  care  providers;  and  families  from  a  wide  spectrum  of  American  society.  State 
partners  include:  Alabama,  Connecticut,  Florida,  Illinois,  Maryland,  Massachusetts, 
New  Jersey,  New  York,  Oregon. 

National  Study  of  Low  Income  Child  Care  $1,871,000 

Research  Questions:  How  will  significant  shifts  in  welfare  policy  and  programs  affect 
the  child  care  market  for  those  on  welfare  and  the  working  poor?  What  effect  do  child 
care  subsidies  have  on  the  type  of  child  care  chosen  and  its  quality?  What  can  be 
learned  about  the  effects  of  family  child  care  and  the  reasons  it  is  so  often  chosen  by 
low-income  families? 
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Project  Description:  Policies  and  decisions  affecting  the  low  income  child  care  choices 
and  the  market,  including  parental  child  care  choices  in  relation  to  employment,  will  be 
examined  in  25  communities  in  10-15  states;  the  experiences  of  children  in  small 
family  care  settings  will  be  studied  more  intensely  in  5-7  communities.  The  study 
methodologies  will  be  documented  for  independent  use  by  states  and  localities. 

Child  Care  Data  Collection  System  S450,000 

Research  Questions:  What  are  the  current  technical  capabilities  of  States'  systems  to 
report  child  care  information?  Which  demographic  data  elements  are  currently  being 
collected  by  existing  State  systems?  What  mechanisms,  procedures,  and  capabilities 
for  transmitting  data  to  federal  agencies,  are  appropriate  for  useful  state  and  national 
data  collection  and  decision-making? 

Project  Description:  The  PRWORA  and  the  Balanced  Budget  Act  of  1997  amended 
Section  658(K)  of  the  Child  Care  and  Development  Block  Grant  Act  of  1990  to  require 
all  States  and  Territories  to  regularly  report  specific  child  care  data  to  ACF.  These 
reporting  requirements  include  family  demographic  information,  information  about  the 
types  of  child  care  and  the  associated  costs  for  child  care.  This  funding  provides  for 
development  and  implementation  of  the  a  timely  and  reliable  system  for  child  care  data 
collection  on  recipients  and  providers. 

National  Longitudinal  Study  of  Abused  and 
Neglected  Children  $6,595,770 

Research  Questions:  What  are  the  factors  that  contribute  to  the  outcomes  experienced 
by  children  who  come  into  the  child  welfare  system?  How  are  outcomes  affected  by 
child  and  family  characteristics,  system  factors,  legislative  and  political  underpinnings, 
resource  availability,  and  case  management  decisions?  How  do  differences  in  local  and 
state  systems  affect  the  movement  of  children  through  the  system? 

Project  Description:  This  legislatively  mandated  longitudinal  study  will  examine  the 
long  range  outcomes  of  children  who  have  been  victims  of  abuse  or  neglect.  A 
nationally  representative  sample  of  100  counties  and  6,000  cases  will  be  followed  over 
the  six  year  project  period.  A  public  use  data  base  will  be  updated  annually  to  permit 
study  of  policy  and  practice  questions.  The  core  study  will  be  augmented  to  include 
interviews  with  biological  parents  of  children  who  are  placed  in  foster  care,  a  foster 
care  substudy  of  700  children  who  will  have  been  in  foster  care  for  one  year  at  the  time 
the  sample  is  selected,  and  a  services  substudy  to  get  in-depth  information  on  services 
provided  to  clients  within  the  child  welfare  system. 


Sub-total  for  Continuations 


$22,001,000 
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NEW  STARTS 

Job  Retention  and  Advancement  $1,500,000 

Research  Questions:  How  can  persistent  attachment  to  the  labor  force  among  TANF 
recipients  be  increased?  What  factors  contribute  to  or  hinder  wage  growth  over  time? 
What  elements  are  most  critical  in  a  job  retention  strategy  to  increase  labor  force 
attachment  and  wage  growth?  What  are  the  effects  of  different  types  of  strategies  on 
TANF  recipients'  employment  and  wage  patterns? 

Project  Design:  Bring  together  program  administrators  and  other  experts  to  build  the 
knowledge  base  regarding  job  retention  and  advancement  strategies  and  to  design 
approaches  to  evaluate  field  tests  of  model  strategies  recommended  by  these  experts. 
Initial  efforts  would  lead  to  additional  support  for  specific  field  tests  and  a  national 
evaluation  of  alternative  job  retention  and  advancement  strategies. 

Refinement  of  TANF  High  Performance  Bonus  Formula  $500,000 

Research  Questions  to  be  Addressed:  How  can  the  $1  billion  High  Performance  Bonus 
most  effectively  promote  the  goals  of  TANF?  How  can  it  be  applied  most  equitably 
across  states? 

Project  Description:  TANF  provides  for  $1  billion  in  bonus  funds  to  be  awarded  to  the 
highest  performing  states.  This  project  would  assess  different  data  sources  to  establish 
measures  and  standards  that  would  most  effectively  reward  the  highest  performing 
states  and  also  establish  what  adjustment  factors  could  be  applied  to  maintain  a  level 
playing  field  among  states. 

State  Welfare  Reform  Evaluations  $450,000 

Research  Questions:  See  description  of  research  question  under  continued  funding  of 
State  waiver  evaluations. 

Project  Description:  Additional  states  will  be  funded  to  expand  the  mix  of  welfare 
reform  strategies  being  studied.  Emphasis  will  be  placed  on  states  with  more  recent 
TANF-based  reforms,  states  tracking  cases  that  leave  the  roles,  state  reforms  in  rural  or 
tribal  settings,  or  states  which  can  offer  longitudinal  data  to  examine  policy  effects  over 
time. 

Welfare  Reform  in  Rural  Areas  $500,000 

Research  Questions:  How  is  the  rural  TANF  population  different  from  the  non-rural 
population  with  respect  to  service  needs,  employability,  etc.?  To  what  extent  to  lack  of 
transportation,  child  care,  and  other  supportive  services,  fewer  employment 
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opportunities,  and  a  dispersed  population  affect  the  implementation  and  success  of 
welfare  reform  in  rural  areas?  What  are  the  most  effective  approaches  for  dealing  with 
these  problems? 

Project  Description:  Most  welfare  studies  have  focused  on  urban  and  suburban  areas. 
Although  a  small  number  of  ACF  projects  include  examination  some  aspects  of  welfare 
reform  in  rural  areas,  in  FY'97  we  were  able  to  fund  only  one  project  that  specifically 
addresses  these  issues.  We  plan  to  fund  projects  that  directly  examine  the  problems  of 
welfare  reform  that  are  unique  to  the  rural  environment  and  that  address  strategies  for 
successful  welfare  reform  in  rural  areas. 

Infant  Child  Care  Study  $250,000 

Research  Questions:  How  do  the  provisions  and  policies  apply  to  teen  mothers?  What 
are  the  state  licensing  and  monitoring  requirements  applicable  to  infant  care?  How  does 
the  supply  correspond  to  the  demand  for  infant  child  care  in  the  state/counties?  What  are 
state  policies  concerning  subsidies?  What  is  the  relative  cost  of  infant  child  care  to  the 
mother's  earnings  in  low  income  families? 

Project  Description:  This  study  of  infant  care  as  it  relates  to  maternal  employment  and 
teen  parents  is  particularly  timely  study  given  that  1 6  states  have  implemented  the  TANF 
option  to  require  parents  with  children  under  1 2  months,  some  as  early  as  three  months, 
to  work.  A  sample  of  states  and  communities  will  be  surveyed  with  attention  to  the 
availability/supply  and  accessibility  of  infant  care  and  the  kinds  of  infant  care  obtained  by 
parents.  This  study  would  have  a  TANF  perspective  and  look  at  mothers'  (and  teen 
parents')  work  and  school  activities  during  their  child's  first  1 2  months,  as  well  as  infants' 
developmental  experiences;  and  will  examine  the  feasibility  for  study  of  working  families 
with  infants  to  look  at  both  the  mothers'  and  infants'  growth. 

Child  Care  Performance  Measures  and  Key  Indicators  $300,000 

Research  Questions:  How  can  child  care  affordability,  accessibility,  and  quality  best  be 
measured?  What  are  the  basic  process  and  outcome  measures  that  can  be  gathered  across 
states?  What  are  the  infrastructure  requirements  that  need  to  be  addressed  to  establish  a 
performance  measurement  system,  e.g.,  common  definitions  and  data  collection  methods? 
What  are  the  adequacies  of  the  existing  data  bases  to  support  child  care  performance 
measures,  and  how  does  the  quality  of  the  empirical  evidence  in  child  care  arena  define 
the  effectiveness  of  specific  interventions?  What  are  the  most  salient  key  indicators  of 
child  care  affordability,  accessibility,  and  quality? 

Project  Description:  This  activity  will  develop  child  care  performance  measures  and  key 
indicators  of  child  care  quality  that  can  be  used  by  Federal,  state  and  community  officials 
to  assess  progress  towards  meeting  specific  objectives.  Quantitative  and  qualitative 
indicators  will  be  identified  in  partnership  with  states  and  professional  groups  which  can 
be  used  to  improve  child  care  and  track  progress  toward  agreed  upon  objectives. 
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Child  Care  Subsidy  Duration,  Use  and 
Care  Arrangements 


$200,000 


Research  Questions:  How  long  do  families  receive  child  care  subsidies  and  does  this 
vary  based  on  their  eligibility  status,  use  of  vouchers/reserved  slots,  types  of  care  used, 
resource  and  referral  enrollment,  status  of  providers,  child's  age,  and  duration  of 
arrangements?  How  is  the  duration  of  individual  child  care  arrangements  related  to 
family  eligibility  status,  types  of  care,  or  child's  age? 

Project  Description:  This  study  would  help  to  inform  states  about  how  different  child 
care  subsidy  policies  affect  the  nature  and  duration  of  child  care  experienced  by  families. 
A  multi-state  study  will  be  considered  to  assess  the  relationships  among  state  subsidy 
policies,  the  duration  of  the  subsidies,  patterns  of  child  care  availability/supply  and 
accessibility,  service  support,  and  duration  of  the  child  care  arrangement.  Researchers, 
child  care  practitioners  and  state  agency  personnel  would  be  engaged  in  the  study 
process.  Efforts  would  be  made  to  link  state  child  care  data  systems  with  information 
from  resource  and  referral  networks. 

National  Health  Interview  Survey  $50,000 

ACF  will  provide  $50,000  to  help  fund  the  1998  Prevention  Supplement  to  the  National 
Health  Interview  Survey  to  obtain  data  on  a  variety  of  prevention-related  issues  of 
interest  to  ACF  and  its  programs  in  states  and  localities.  They  Supplement  will  provide 
data  for  assessing  progress  towards  the  Health  People  2000  objectives,  as  well  as  baseline 
measures  for  the  Healthy  People  2010  objectives. 

Denied  Applications  $250,000 

Research  Questions:  To  what  extent  have  changes  in  State  policies  on  the 
application/intake  processes  contributed  to  the  dramatic  decline  in  caseloads  in  recent 
years?  Section  413  of  the  Social  Security  Act  requires  the  Department  to  rank  States  on 
their  success  on  moving  recipients  into  long  term  private  sector  jobs  as  well  as,  if 
practical,  measuring  performance  in  diversion  of  individuals  from  applying  for  assistance. 
What  are  the  characteristics  of  those  denied  assistance  vs  those  diverted  vs  those  whose 
application  was  approved?  What  happens  to  those  who  are  denied  assistance? 

Project  Description:  This  project  would  assess  selected  states'  policies  in  this  area  as  well 
as  the  availability  of  administrative  data  that  could  answer  the  research  questions;  and 
would  include  funds  for  limited  tracking  of  the  circumstances  of  individuals  who  were 
denied  assistance  and  assessment  of  the  feasibility  of  data  collection  in  this  area. 


Sub-total  for  New  Starts 


$4,000,000 
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Mr.  Porter:  How  do  these  funds  relate  to  the  $5  million  that  was  appropriated  for 
welfare  research  purposes  in  the  '98  bill  to  the  Office  of  the  Assistant  Secretary  for 
Planning  and  Evaluation? 

Ms.  Golden:  The  extra  $5  million  that  the  Office  of  the  Assistant  Secretary  for 
Planning  and  evaluation  (ASPE)  received  was  for  the  important  purpose  of  learning 
more  about  how  children  and  families  that  are  leaving  welfare  are  faring.  Therefore, 
most  of  what  ASPE  funds  will  be  spent  on  are  studies  which  track  outcomes  for 
individuals  after  they  leave  welfare.  A  key  focus  will  be  supporting  states  in  enhancing 
their  ability  to  track  post-welfare  outcomes  such  as  employment,  income,  health 
insurance  (including  Medicaid)  and  the  use  of  other  benefits  and  service  programs. 
ACF's  major  focus,  on  the  other  hand,  is  in  how  programs  and  policies  are  being 
implemented  and  in  evaluating  which  approaches  are  most  successful  in  achieving  the 
goals  of  welfare  reform,  that  is,  moving  families  from  welfare  to  work,  encouraging 
parental  responsibility  and  improving  child  well-being. 

Mr.  Porter:  How  are  you  working  with  that  office  to  coordinate  your  activities? 

Ms.  Golden:  ACF  and  ASPE  have  worked  together  to  plan  and  coordinate  our 
activities  to  ensure  that  we  are  not  creating  redundant  activities  and  are  being  efficient 
in  our  use  of  resources.  We  are  also  trying  to  create  complementary  projects.  In  one 
state,  for  example,  ACF  will  be  funding  a  study  of  operational  issues  in  implementing 
TANF,  and  ASPE  will  be  funding  a  study  of  outcomes  for  former  recipients.  We  are 
also  looking  for  other  coordination  opportunities. 

Mr.  Porter:  Why  is  it  important  for  us  to  appropriate  another  $5  million  to  your 
agency  in  FY  '99  for  this  purpose? 

Ms.  Golden:  Social  Services  Research  and  Demonstration  funds  play  a  critical  role 
in  learning  about  what  program  and  policy  strategies  are  most  successful  in  achieving 
the  goals  of  welfare  reform.  The  additional  funds  would  enable  us  to  undertake 
initiatives  in  two  critical  areas  related  to  this  purpose. 

First,  increasingly  states  are  focussing  their  efforts  not  only  to  get  welfare  recipients 
into  jobs,  but  also  to  keep  them  there,  and  to  increase  their  earnings.  We  have  reflected 
these  important  goals  in  our  high  performance  bonus  guidance.  Almost  nothing  is 
known,  however,  about  what  strategies  are  effective  in  achieving  greater  persistence  or 
advancement  in  employment  for  welfare  recipients.  Therefore,  we  would  make  a  major 
investment  in  working  with  states  and  researchers  to  learn  about  what  of  the  many 
innovative  approaches  the  state  and  local  program  operators  are  experimenting  with  are 
effective. 


Secondly,  we  have  only  been  able  to  make  modest  investments  in  understanding 
and  helping  states  cope  with  how  to  more  effectively  deal  with  the  particular  problems 
of  welfare  reform  related  to  special  populations,  such  as  recipients  living  in  rural  and 


829 


tribal  settings,  victims  of  domestic  violence,  individuals  with  disabilities,  and  recipients 
needing  to  overcome  substance  abuse  problems.  Over  half  the  states  cited  these  areas 
as  being  among  the  top  ten  challenges  they  are  facing  and  areas  in  which  they  need 
more  information  and  technical  assistance  regarding  effective  approaches.  We  would 
make  significant  investments  to  understand  these  issues  and  to  identify  and  develop 
effective  techniques  to  assist  states  in  addressing  them. 

Without  the  additional  $5  million,  we  would  have  to  significantly  reduce  our  efforts 
to  assist  states  in  dealing  with  these  important  concerns. 

NATIVE  AMERICAN  PROGRAMS 

Mr.  Porter:  You  receive  about  $35  million  a  year  for  various  native  American 
programs.  How  much  of  these  funds  was  allocated  in  FY  1997  to  (1)  the  State  of 
Hawaii  and  (2)  the  State  of  Alaska? 

Ms.  Golden:  The  Administration  for  Native  Americans  competitively  awarded 
$5.3  million  (about  15%  of  total  available)  in  grants  and  contracts  to  Alaska  recipients 
and  $2.3  million  (about  6.5%  of  total  available)  to  Hawaii  recipients. 

Mr.  Porter:  Give  us  a  description  of  how  the  funds  in  those  particular  States  were 
spent. 

Ms.  Golden:  In  Alaska,  funds  supported  36  grants  and  two  contracts.  The  majority 
of  Alaska  grants,  29  of  36  for  $3.7  million,  assisted  on  Social  and  Economic 
Development  Strategies  projects.  The  remaining  grants  assisted  on  environmental 
regulatory  enhancement  (3),  native  language  preservation  (3)  and  tribal  TANF 
strategies  (1).  Two  contracts  were  awarded  to  provide  training  and  technical  assistance 
and  research  in  Alaska. 

In  Hawaii,  funds  supported  8  grants.  The  majority  of  Hawaii  grants,  6  of  8  for 
$1.2  million,  assisted  on  Social  and  Economic  Development  Strategies  projects.  The 
remaining  grants  assisted  on  native  language  preservation  (1)  and  the  Native  Hawaiian 
Revolving  Loan  Fund  (1). 

Mr.  Porter:  On  page  H-l  13  of  your  budget  justification,  it  appears  that  the  agency 
receives  about  $10  million  a  year  from  various  reimbursable  sources.  What  are  these 
sources  and  how  many  of  the  agency's  FTE's  are  funded  from  these  sources? 
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Ms.  Golden:  In  FY  1999,  we  estimate  that  ACF  will  receive  $9,414,000  from  two 
reimbursable  sources: 

~   $9,1 14,000  will  be  transferred  from  the  Office  of  Child  Support  Enforcement  to 
repay  salaries  of  83.25  FTE,  as  well  as  related  overhead  expenses,  related  to  child 
support  training/technical  assistance  and  operation  of  the  Federal  Parent  Locator 
Service  (FPLS). 

The  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1 996 
(P.L.  104-193)  provides  funding  for  costs,  including  administrative  costs,  of 
providing  child  support  training  and  technical  assistance  as  well  as  the  expansion 
and  operation  of  the  FPLS.  Specifically,  section  345  of  P.L.  104-193  provides  that 
from  the  Federal  share  of  child  support  collections  for  the  preceding  year,  1% 
should  be  set  aside  for  training  and  technical  assistance,  and  2%  should  be  set  aside 
for  costs  incurred  to  operate  the  FPLS,  to  the  extent  these  costs  are  not  recovered 
through  user  fees. 

Based  on  the  language  in  the  statute,  ACF  is  required  to  identify  and  charge  to  the 
CSE  1%  and  2%  accounts  any  cost,  direct  or  indirect,  associated  with  the  activities 
for  which  these  funds  were  appropriated.  Further,  our  Federal  administration 
appropriation  is  no  longer  available  for  these  costs,  given  that  a  more  specific 
appropriation  has  been  provided. 

~  $300,000,  based  on  historical  patterns,  is  expected  to  be  transfered  to  ACF  for  work 
ACF  performs  on  behalf  of  others.  In  the  past,  this  has  primarily  been  ADP  work  or 
work  done  by  the  President's  Council  on  Mental  Retardation  (PCMR). 

Mr.  Porter:  Your  administrative  budget  request  for  '99  is  going  up  by  $4.4  million 
but  your  FTE  level  is  dropping.  How  do  you  explain  that? 

Ms.  Golden:  Even  as  our  staffing  levels  continue  to  decline,  there  are  a  number  of 
critical  investments  that  we  feel  must  be  made  to  begin  to  address  issues  raised  by 
funding  shortages  of  the  prior  two  years.  The  requested  increase  of  $4.4  million  will 
fund  the  FY  1999  pay  increase,  slow  the  loss  of  staff  to  attrition,  and  allow  the  agency 
to  make  selective,  but  limited  hiring  in  key  areas.  In  addition,  it  would  allow  the  partial 
replacement  of  historical  levels  of  funding  for  critical  activities  like  travel  and 
monitoring  and  to  strengthen  our  ability  to  meet  the  technical  assistanace  needs  of 
States  and  tribes  in  order  to  provide  better  oversight  of  ACF  programs.  Lastly, 
increased  funding  would  also  be  provided  for  ACF's  ADP  systems,  including  Year 
2000  conversion,  and  for  technology  investments  to  maintain  productivity  gains. 

Mr.  Porter:  You  indicate  that  your  FTE  level  will  drop  by  95  from  FY  '97  to  FY 
'99.  We  see  that  52  of  these,  more  than  half,  are  coming  out  of  your  field  offices.  Why 
do  you  think  it's  better  to  take  most  of  the  reduction  in  your  field  offices  rather  than  in 
headquarters  staff? 
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Ms.  Golden:  ACF  has  been  under  a  near  total  freeze  on  outside  hires  since  FY 
1996,  necessitated  by  the  reductions  it  has  experienced  in  its  resources  for  Federal 
administration.  This  freeze  is  expected  to  continue  into  FY  1999.  The  95  FTE 
reduction  from  FY  1997  through  FY  1999  merely  reflects  actual  and  projected  attrition, 
based  on  historical  patterns  in  recent  years~not  targeted  FTE  reductions.  To  the  extent 
that  the  regions  are  projected  to  lose  proportionately  more  FTE,  this  is  largely  a 
reflection  of  their  difficulty  in  rehiring  internally  from  other  parts  of  ACF,  based  on 
their  geographic  dispersion. 

Mr.  Porter:  For  example,  we  see  that  you  have  1 3  FTE's  in  public  affairs,  25  in 
planning  and  evaluation,  26  in  legislation  and  budget,  and  28  in  the  immediate  office  of 
the  assistant  secretary.  Why  don't  you  make  some  reductions  there  instead  of  cutting 
back  so  much  in  your  regional  offices? 

Ms.  Golden:  The  Administration  for  Children  and  Families  has  worked  very  hard 
to  set  priorities  within  the  agency.  We  have  set  staffing  targets  and  have  moved  staff 
from  staff  offices  to  program  offices  resulting  in  considerable  reductions. 

Mr.  Porter:  We  note  on  page  H-14  of  the  justification  that  you  plan  to  spend  $61 
million  this  year  on  "consulting  services."  Can  you  tell  us  why  the  agency  spends  so 
much  money  for  consultants? 

Ms.  Golden:  These  dollars  fall  within  object  class  25.1,  which  is  titled,  "Advisory 
and  assistance  services."  The  majority  of  these  funds  are  used  to  procure  training  and 
technical  assistance  needed  by  ACF  grantees.  For  example,  we  will  spend  more  than 
$35  million  to  provide  such  assistance  to  the  more  than  1,800  Head  Start  grantees  who 
will  receive  over  $4  billion  in  program  funds. 

Mr.  Porter:  In  the  record,  provide  a  breakdown  of  the  $61  million  by  budget 
activity  and  also  tell  us  what  the  money  is  actually  spent  for. 

Ms.  Golden:  The  $61  million  that  we  expect  to  spend  in  FY  1999  for  advisory  and 
assistance  services,  by  budget  activity,  follows: 


48-269  98-27 
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FY  1999  Funding 
($  in  OOP's) 

Head  Start  $35,104 


Runaway  & 

Homeless  Youth  2,018 


Runaway  & 
Homeless  Youth- 
Transitional  Living  550 

Child  Abuse 

Discretionary  3,893 


Community  Based 

Resource  Centers  3,678 

Child  Welfare 

Training  1,000 

Adoption  Opportunities  6,000 

Abandoned  Infants  250 

Developmental  Disabilities- 
Projects  of  National 
Significance  1,010 

Developmental  Disabilities- 
State  Support  Systems  1,000 

Native  American  Programs  3,750 

Section  1110  Research  2,300 

Community  Services  Block 

Grant  359 


Purpose 

T&TA  to 
Grantees 

Logistics, 
Peer  Review 
Clearinghouse 

Logistics 

T&TA,  Data 

Collection,  Resource  Centers, 
Logistics,Clearinghouse 

Technical  Assistance 

T&TA,  Logistics 
T&A,  Logistics 
Logistics 

Technical 
Assistance 

Technical 
Assistance 

T&TA,  Peer  Review  Panels 
Program  Support,  T&TA,  Evaluation 

T&TA 


Total 


$60,912 
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Mr.  Porter:  In  addition  to  your  Federal  administrative  budget  activity,  I  believe  you 
are  spending  money  from  several  of  your  program  line  items  for  administrative  costs 
also.  To  what  extent  are  you  doing  this,  and  why  are  you  doing  it? 

Ms.  Golden:  A  number  of  our  programs  have  general  appropriations  language  (e.g., 
"For  carrying  out  the  Runaway  and  Homeless  Youth  Act...")  and/or  specific  authorizing 
statutary  language  (e.g.,  Head  Start)  which  allow  us  to  use  program  funds  for  certain 
administrative  costs  such  as  peer  review  panels,  monitoring,  printing  or  data  collection. 
None  of  these  programs  allow  the  use  of  funds  for  paying  Federal  staff.  We  use  these 
authorities  on  a  limited  basis  with  the  understanding  that  they  reflect  Congressional 
recognition  and  provision  for  the  special  administrative  requirements  of  these  programs. 

Mr.  Porter:  In  the  record,  provide  a  breakdown  of  administrative  cost  taps  by  line 
item  in  your  budget. 

Ms.  Golden:  Attached  is  a  table  which  identifies,  for  FY  1999,  the  amounts  for 
program  support  and  other  administrative  costs  that  are  identified  in  our  Congressional 
Justification  as  coming  from  program  funds. 


FY  1999 
Administrative 

Costs  FY  1999  Request 


Head  Start 

$10,700,000 

$4,660,000,000 

Runaway  &  Homeless 

Youth 

422,000 

43,653,000 

Child  Abuse  Discretionary 

423,630 

14,154,000 

Child  Welfare  Training 

200,000 

6,000,000 

Adoption  Opportunities 

1,063,000 

27,363,000 

Abandoned  Infants 

250,000 

12,251,000 

Developmental  Disabilities 

Projects  of  National 

Significance 

144,500 

5,250,000 

University  Affiliated 

Facilities 

300,000 

17,461,000 

Native  American  Programs 

1,600,000 

34,933,000 

Refugee  Programs 

Transitional/Medical 

221,000 

230,698,000 

Social  Services 

360,000 

129,990,000 

Family  Violence  Prevention 

1,578,000 

88,800,000 

Prevention  of  Sexual  Abuse 

of  Runaway  Youth 

700,000 

15,000,000 
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COMMUNITY  ECONOMIC  DEVELOPMENT  GRANTS 

Mr.  Dickey:  The  budget  requested  does  not  include  appropriations  for  Community 
Economic  Development  grants  and  technical  assistance  for  rural  community  facilities. 
Are  there  reasons,  related  to  the  performance  of  these  programs,  which  has  led  the 
administration  not  to  request  an  appropriation? 

Ms.  Golden:  We  decided  to  give  the  Community  Services  Block  Grant  (CSBG) 
priority.  CSBG  funds  go  primarily  to  community  action  agencies  to  provide  services  and 
activities  to  reduce  poverty,  including  services  to  address  employment,  education, 
housing  assistance,  nutrition,  energy,  and  health.  While  we  have  not  requested  funds  for 
Community  Economic  Development  grants  and  technical  assistance  for  rural  community 
facilities,  these  services  are  supportable  activities  that  the  States  could  continue  through 
the  use  of  the  Block  Grant. 

Mr.  Dickey:  Please  provide  the  subcommittee  with  the  accomplishments  of  the 
Community  Economic  Development  program  and  the  Rural  Community  Facilities 
Program. 

Ms.  Golden:  The  Urban  and  Rural  Community  Economic  Development  Program  is 
intended  to  support  projects  which  provide  employment  and  ownership  opportunities  for 
low-income  people  through  business,  physical  or  commercial  development,  and  which 
improve  the  quality  of  the  economic  and  social  environment  of  low-income  residents  in 
economically-depressed  areas.  The  emphases  of  projects  must  be  on  job  creation,  self- 
help  and  mobilization  of  the  community-at-large. 

In  1 997,  a  survey  was  taken  of  grantees  who  received  community  economic 
development  grants  between  FY  91  and  FY  95.  A  total  of  106  grantees  participated  in 
the  survey  which  was  conducted  between  April  and  June  1997.  The  survey  found  that 
grantees  are  working  to  attract  private  capital  to  the  poorest  communities  in  the  country 
and  have  met  job  creation  goals  working  in  a  difficult  environment.  In  addition,  the 
survey  showed  that  ~ 

1 .  Grantees  leveraged  or  raised  almost  twice  the  amount  of  money  that  they  had 
received  in  community  economic  development  grant  funds.  Funds  were 
generated  internally  by  the  grantee,  from  State  and  local  governments,  private 
non-profit  foundations,  and  financing  from  banks. 

2.  Grantees  created  89%  of  their  employment  targeted  goals.  The  cost-per-job  is 
$6,660. 
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3.  Ninety  four  percent  of  the  jobs  created  were  filled  by  low-income  and 
unemployed  people  or  people  receiving  public  assistance.  Ninety  one  percent  of 
the  jobs  created  were  full-time,  year  round  positions  of  which  50  percent  were  for 
skilled  and  semi-skilled  workers.  The  average  wage  for  these  positions  was  $8.31 
per  hour. 

4.  The  1 06  grantees  that  were  surveyed  created  445  businesses  during  the  survey 
period,  or  87  percent  of  the  number  that  they  projected  they  would  create.  Ninety 
nine  percent  were  locally  owned;  39  percent  were  minority  owned  and  38  percent 
were  owned  by  women. 

The  Rural  Community  Facilities  Program  supports  projects  to  help  low-income  rural 
communities  develop  the  capability  and  expertise  to  establish  and  maintain  or  preserve 
affordable,  adequate  and  safe  water  and  waste  water  treatment  facilities. 

It  is  estimated  that  since  its  inception  in  the  mid-1970's  (pre-dating  the  1981 
authorizing  legislation  currently  in  effect),  this  program  has  produced  the  following 
quantifiable  results: 

1 .  New,  properly  engineered  and  constructed  water  and/or  wastewater  treatment 
facilities  have  been  installed  in  450  small,  rural,  low-income  communities 
throughout  the  United  States.  As  a  result  of  these  new  systems,  200,000  families 
now  have  safe,  modern,  affordable  water  and  wastewater  facilities. 

2.  Significant  rehabilitation  and/or  upgrading  has  been  performed  to  bring  water 
and/or  wastewater  treatment  facilities  up  to  current  health  and  safety  standards  in 
1,500  communities.  This  work  has  brought  about  essential  improvements  in  the 
lives  of  500,000  families. 

3.  Technical  assistance  has  been  provided  to  virtually  every  community  included  in 
1 .  and  2.  above,  to  help  ensure  that  the  new  or  improved  water  treatment  facilities 
will  be  properly  operated,  managed,  and  maintained. 

4.  In  the  process  of  performing  this  work,  at  least  $500,000,000  in  Federal,  State, 
local,  and  private  matching  "brick  and  mortar"  funds-and/or  in-kind  contributions 
have  been  mobilized. 

Mr.  Dickey:  Please  describe  the  ways  in  which  the  Community  Economic 
Development  program  has  assisted  low  income  people  in  gaining  jobs  and  business 
opportunities. 
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Ms.  Golden:  At  least  75  percent  of  all  jobs  created  with  CED  funds  must  be  for  low 
income  individuals.  Jobs  are  created  through  - 

1 .  Creation  of  new  businesses 

2.  Expansion  of  existing  businesses 

3.  Commercial  development 

4.  Venture  Development 

5.  Physical  Development 

Mr.  Dickey:  Are  there  any  model  or  exemplary  programs  you  can  point  to? 
Ms.  Golden:  Some  models  are  as  follows: 


GRANTEE:     Abyssinian  Development  Corporation 
New  York,  N.  Y. 

The  grantee  was  awarded  a  grant  for  construction  of  a  supermarket.  The  supermarket  is 
the  first  full  service  supermarket  to  be  constructed  in  Harlem  in  25  years.  It  will  also  be 
the  largest  supermarket  in  Manhattan,  comprising  of  53,000  square  feet.  The  project  is 
located  in  the  Enterprise  Zone. 

The  project  proposes  to  create  250  jobs,  at  least  75%  of  which  will  be  for  low-income 
individuals. 

The  project  has  leveraged  an  additional  $18  million,  with  Chase  Bank  being  the  Chief 
Financier.  The  Private  Retail  Initiative  has  also  invested  a  large  sum. 

The  ground  breaking  occurred  in  September  1997  and  the  supermarket  is  scheduled  for 
opening  in  December  1998. 


GRANTEE:    Kentucky  Highlands  Investment  Corporation 
London,  Kentucky 

A  grant  in  the  amount  of  $742,000  was  awarded  for  the  purpose  of  expanding  T.  Q.,  Inc., 
a  manufacturer  of  sporting  goods  and  related  products. 

The  $1 .842  million  project  included  loans  from  the  Tennessee  Valley  Authority,  the  Area 
Development  District  (U.  S.  Department  of  Commerce  funds),  and  a  Small  Business 
Investment  Company.  In  addition,  the  grantee  raised  almost  $2  million  to  finance  the 
construction  of  a  warehouse  facility  for  the  T.  Q.,  Inc.  The  funds  came  from  the  federal, 
state  and  local  governments,  as  well  as  private  institutions. 
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RESULTS:  The  firm  exceeded  the  job  creation  projections  by  creating  1 1 8  full-time, 
year  round  positions  for  local  residents,  57%  more  than  the  75  jobs  originally  projected. 
In  addition,  virtually  all  the  positions  were  filled  by  low  income  or  unemployed  persons, 
47  of  whom  had  been  receiving  welfare/public  assistance.  All  jobs  offer  workers  health 
benefits.  In  addition,  T.  Q.,  Inc.'s  success  has  attracted  other  business  to  Wayne  County. 


GRANTEE:    The  Arkansas  Enterprise  Group  (AEG) 
Arkansas 

PROJECT  DESCRIPTION:  A  grant  in  the  amount  of  371,050  was  awarded  for  the 
purpose  of  expanding  Fink  &  Company,  a  local  educational  toy  and  puzzle  marketing 
firm. 

RESULTS:  The  total  project  was  estimated  at  $720,000.  After  receiving  the  OCS  grant 
funds,  the  company  was  able  to  secure  its  first  bank  loan. 

As  a  result  of  AEG's  financial  and  technical  assistance,  Fink  &  Company  was  able  to 
increase  its  full-time,  permanent  staff  from  5  to  35  employees.  Moreover,  32  of  the  35 
positions,  or  91%  were  filled  by  low-income  individuals.  Fink  continues  to  offer  on-the- 
job  training  to  all  of  its  employees. 

The  firm's  ability  to  generate  sales  and  employment  has  been  directly  and 
dramatically  enhanced  by  the  financial  and  technical  assistance  it  received  from  this  CED 
project. 

It  is  reported  that  as  of  November  1997,  Fink's  sales  have  expanded  by  one  hundred 
percent,  as  the  company  has  added  several  very  large,  national  customers  that  they  would 
not  have  had  the  capacity  to  serve  a  few  years  ago. 

Mr.  Dickey:  Please  provide  the  subcommittee  with  information  on  the  demand  for 
the  Community  Economic  Development  grants  -  in  terms  of  the  number  of  applications 
submitted  and  their  dollar  value. 

Ms.  Golden:  The  number  of  applications  submitted  in  1997  was  248.  The  Total 
amount  of  funding  requested  by  applicants  in  1997  was  $77,285,560. 
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STATUS  ON  ADOPTIONS 

Ms.  Northup:  Last  year  Congress  approved  the  Adoption  and  Safe  Families  Act  of 
1997  to  increase  the  number  of  adoptions  throughout  the  country. 

Please  give  the  subcommittee  a  status  report  on  what  your  agency  is  doing  to  contact 
States  regarding  this  initiative  and  what  you  are  doing  with  States  and  on  the  local  level 
to  develop  and  achieve  targets. 

Ms.  Golden:  The  following  activities  have  been  completed  or  are  currently 
underway  in  our  work  with  States  to  develop  and  achieve  the  targets  of  the  adoption 
initiative: 

o     Prior  to  the  passage  of  the  legislation  we  had  been  meeting  with  the  States  and 
gathering  information  and  working  with  them  to  collect  data  and  begin  the 
implementation  of  the  Presidential  initiative. 

o     Each  of  our  Regional  Offices  and  we  in  Central  Office  have  held  several  focus 
groups  with  the  States,  advocacy  groups  and  organizations,  and  other  child  welfare 
and  adoption  stakeholders  to  gather  their  input  into  the  development  of  the 
regulations  implementing  the  new  law. 

o     Our  Regional  Offices  and  Central  Office  statisticians  are  working  with  the  States  and 
have  almost  all  the  data  for  the  baseline  for  doubling  the  annual  number  of  adoptions 
finalized  by  the  year  2002.  The  bonus  incentive  funds  baseline  is  the  average  of 
1995,  1996  and  1997;  we  have  data  from  some  of  the  States  for  1995  and  1996,  but 
that  is  much  harder  to  get  because  the  States  had  not  automated  their  systems  at  that 
time. 

o     We  are  currently  preparing  an  announcement  for  a  contract  designed  to  provide  and 
coordinate  the  provision  of  training  and  technical  assistance  to  States  and  localities 
in  the  area  of  adoption.  We  will  also  be  supplementing  some  of  our  resource  centers 
to  work  with  the  States  and  localities  on  implementing  the  adoption  initiative.  The 
technical  assistance  will  support  the  development  of  collaboratives  that  encourage 
placements  across  geographical  boundaries;  the  development  of  models  to  improve 
the  recruitment  of  families  for  children  with  special  needs;  and  the  development  and 
dissemination  of  model  legislation,  best  practices  guidelines,  multi-disciplinary 
training  curricula  and  implementation  guides  on  the  Multiethnic  Placement  Act,  as 
amended,  and  the  Indian  Child  Welfare  Act. 
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o     We  are  preparing  for  publication  the  announcement  for  the  Adoption  Opportunities 
demonstration  grants  which  will  feature  some  of  the  following  priority  areas: 

-  support  for  the  collaboration  of  courts  and  child  welfare  agencies  to  reduce  the  time 
children  spend  waiting  for  an  adoptive  placement; 

-  activities  designed  to  facilitate  the  adoptive  placements  of  children  across 
geographical  boundaries; 

-  special  efforts  to  increase  the  adoptive  placement  of  minority  children; 

-  development  and  dissemination  of  models  on  non-adversarial  options  to  expedite 
permanency  and  to  develop  program  approaches  to  reduce  the  barriers  to  kinship 
adoption. 

o     We  are  also  collaborating  with  the  Department  of  Justice  on  the  development  of  a  set 
of  Guidelines  for  State  Legislation  Governing  Permanence  for  Children.  These 
Guidelines  will  be  used  as  a  technical  assistance  tool  to  help  States  identify  specific 
provisions  in  State  statutes  that  need  revision  in  order  to  comport  with  the  new 
Federal  legislation,  and  other  legislative  options  for  improving  child  welfare  systems 
and  the  interactions  between  State  agencies  and  the  courts.  Examples  of  exemplary 
statutes  will  be  provided,  along  with  extensive  commentary  highlighting  critical 
issues  and  concerns. 

In  addition,  as  part  of  the  collaborative  process,  we  plan  to  conduct  a  National 
Symposium  to  discuss  these  legal  and  service  issues  with  the  broader  child  welfare 
community  as  well  as  recognized  leaders  from  the  judiciary  and  the  legal  profession, 
child  advocacy  organizations,  and  public  child  welfare  agencies. 

ADOPTION  OPPORTUNITIES 

Ms.  Northup:  Recently  I  wrote  you  with  my  concern  about  the  fact  that  the 
Administration  for  Children  and  Families  awarded  more  grants  under  the  adoption 
opportunities  program  than  it  funded.  I  know  that  this  was  very  frustrating  to  those 
organizations  who  met  the  high  standards  required  of  your  agency,  but  did  not  receive 
funding.  Last  year  Congress  appropriated  additional  funding  for  adoption  opportunities 
in  1998. 

In  my  letter  I  urged  you  not  to  delay  releasing  the  Adoption  Opportunities  Program 
funds.  Please  provide  me  with  a  time  line  of  when  a  request  for  proposal  for  these  funds 
will  be  announced. 

Ms.  Golden:  By  early  May  ACF  anticipates  publishing  the  Federal  Register 
announcement  soliciting  proposals  for  a  variety  of  discretionary  activities  under  the 
Adoption  Opportunities  Program.  Applicants  will  have  60  days  to  respond.  The 
proposals  will  be  evaluated  by  a  panel  of  experts  in  the  adoption  and  child  welfare  fields. 
The  panel  review  will  be  held  in  August  and  funding  decisions  will  be  finalized  in 
September,  1998. 
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Any  applicant  whose  proposal  was  approved  but  not  funded  during  the  FY  1997  grant 
review  process  will  have  to  submit  another  proposal  under  the  FY  1998  announcement 
should  the  same  priority  area  be  included  in  the  forthcoming  announcement. 

DEVELOPMENTAL  DISABILITIES 

Ms.  Northup:  There  is  a  debate  on  whether  individuals  with  developmental 
disabilities  should  be  required  to  live  in  community  settings  or  more  institutional  care.  I 
have  several  parents  of  children  with  developmental  disabilities  in  my  district  who  are 
greatly  concerned  about  the  possibility  of  moving  their  child  to  community  settings, 
fearing  that  the  child  will  not  receive  the  care  which  is  needed.  Please  comment  on  the 
agencies  role  in  this  issue,  and  your  recommendation  of  what  Congress  can  do  to  ensure 
that  families  needs  are  met. 

Ms.  Golden:  The  Administration  on  Developmental  Disabilities  (ADD)  and  its 
programs  (State  Developmental  Disabilities  Councils,  State  Protection  and  Advocacy 
Systems,  and  the  University  Affiliated  Programs)  have  made  an  effort  to  be  responsive  to 
all  constituents  and  respectful  of  all  viewpoints. 

While  institutional  care  as  a  residential  model  for  people  with  developmental 
disabilities  has  been  in  decline  for  a  number  of  years,  many  states  still  have  a  sizable 
commitment  to  institutions  for  this  population.  We  have  a  clear  responsibility  and 
commitment  to  work  with  all  persons  with  developmental  disabilities  and  their  families, 
independent  of  where  they  currently  reside.  The  programs  administered  by  ADD 
continue  to  serve  constituents  who  reside  in  institutional  settings.  The  collaboration  that 
ADD  facilitated  between  several  national  organizations  representing  Developmental 
Disabilities  programs  and  the  Voice  of  the  Retarded,  a  parent  organization  strongly 
supportive  of  the  institutional  model,  to  enhance  quality  assurance  across  all  models  of 
care,  is  an  example  of  that  commitment.  We  encourage  person-centered  planning  and 
consumer  choice  as  important  principles  to  consider  in  designing  services  and  supports 
for  people  with  disabilities  and  their  families  and  we  look  forward  to  continuing  our  work 
with  Congress  in  support  of  these  principles. 

Ms.  Northup:  Do  you  work  with  the  National  Council  on  Disability  on  these  issues? 

Ms.  Golden:  The  Administration  on  Developmental  Disabilities  provides  the 
National  Council  on  Disability  (NCD)  with  our  Annual  Report  to  Congress  to  keep  them 
informed  on  the  latest  work  of  the  Developmental  Disabilities  Act  programs.  The 
Council,  in  turn  provides  us  with  their  policy  reports.  The  Developmental  Disabilities 
report  includes  material  on  the  most  pressing  issues  of  people  with  developmental 
disabilities  versus  people  with  other  forms  of  disability.  Our  programs  (the  Councils, 
Protection  and  Advocacy  Systems  and  University  Affiliated  Programs)  also  provide 
information  to  the  NCD.  The  work  of  our  two  organizations  complement  each  other. 
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The  Administration  on  Developmental  Disabilities  administers  the  programs  funded 
under  the  Developmental  Disabilities  Act  to  assure  that  individuals  with  developmental 
disabilities  and  their  families  participate  in  the  design  of  and  have  access  to  culturally 
competent  services,  supports,  and  other  assistance  and  opportunities  that  promote 
independence,  productivity,  and  integration  and  inclusion  into  the  community.  The 
Council,  an  independent  federal  agency,  is  working  with  the  President  and  Congress  to 
increase  the  inclusion,  independence,  and  empowerment  of  all  Americans  with 
disabilities. 

Ms.  Northup:  Many  parents  in  Kentucky  are  frustrated  by  inaction  by  schools  to 
accommodate  their  child's  needs  through  the  IDEA  program.  Several  public  school 
officials  have  indicated  that  the  funding  simply  is  not  there  and  that  parents  of  disabled 
students  are  expecting  much  more  of  the  school  than  what  the  law  requires.  Funds  used 
for  protection  and  advocacy  programs  are  used  to  safeguard  a  student's  rights  in  schools. 
Do  you  have  information  on  how  many  cases  are  coming  to  state  protection  and  advocacy 
agencies  which  are  related  to  IDEA? 

Ms.  Golden:  The  number  of  Special  Education  cases  for  1996  were  14,783  out  of 
41,792  cases.  Typically,  P&As  workload  on  educational  issues  is  35%  -  40%. 

Ms.  Northup:  What  information  can  you  provide  on  whether  such  cases  have  resulted 
in  additional  action  by  schools? 

Ms.  Golden:  Let  me  share  with  you  a  couple  of  situations  that  vastly  improved  the 
lives  of  two  children  because  of  the  work  of  the  P&As  in  the  area  of  special  education. 

o    In  Wyoming,  the  P&A  represented  a  student  with  autism  who  was  being  denied 
services  from  her  school  district.  Prior  to  P&A  involvement,  parents  were 
generally  barred  by  this  school  district  from  access  to  their  child's  special 
education  classroom.  In  addition,  the  school  district  would  cancel  Individualized 
Education  Program  (IEP)  meetings  if  a  parent  brought  an  advocate  to  the  meeting. 
All  situations  have  been  remedied. 

o    In  West  Virginia,  the  P&A  advocated  on  behalf  of  a  10  year  old  girl  who  has 

mental  and  orthopedic  disabilities.  She  was  segregated  on  her  school's  playground 
and  was  forced  to  use  a  potty  chair  in  an  open  classroom.  As  a  result  of  P&A 
intervention,  the  classroom  was  modified  and  special  opportunities  were 
developed  so  she  could  participate  in  physical  education. 

Ms.  Northup:  Do  you  believe  this  issue  requires  Congress  to  look  at  whether  IDEA  is 
working  and  if  mainstreaming  is  in  the  best  interest  of  the  disabled  child? 
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Ms.  Golden:  The  Individuals  with  Disabilities  Education  Act  was  amended  in  1997 
and  signed  by  the  President  on  June  4  (P.L.  105-17).  This  recent  Congressional  action 
indicated  that  one  of  the  purposes  of  the  Act  is  to  provide  appropriate  special  education 
and  related  services  and  aids  and  support  in  the  regular  classroom  to  such  children, 
whenever  appropriate.  It  is  up  to  the  individual  school  districts  to  look  at  the  needs  of 
individual  children  and  secure  the  required  resources  from  the  State. 

Ms.  Northup:  You  mentioned  a  new  initiative  for  which  you  are  trying  to  create 
additional  child  care  opportunities.  What  is  the  target  for  this  initiative-single  moms, 
two  parent,  both  working  families,  etc.? 

Ms.  Golden:  The  initiative  is  intended  to  help  all  low-income  families  who  need 
child  care  in  order  to  become  economically  self-sufficient  or  maintain  that  self- 
sufficiency.  It  is  not  targeted  to  a  particular  family  configuration. 

Ms.  Northup:  Do  you  have  any  statistics  on  the  number  of  children  which  are 
currently  receiving  child  care  with  a  family  member  such  as  a  grandmother  or  aunt,  and 
what  percentage  is  that  of  all  children  who  receive  care  from  people  who  are  not  their 
parents? 

Ms.  Golden:  According  to  the  Census  Bureau  (1998),  about  4.5  million  (43  percent) 
of  America's  10.3  million  preschool  children  received  primary  care  from  relatives  other 
than  their  mothers  in  the  fall  of  1994.  Fathers  cared  for  1 8  percent;  grandparents.  1 6 
percent;  and  other  relatives  such  as  siblings,  aunts  or  uncles,  9  percent.  In  addition,  some 
children  (6  percent)  received  care  from  their  mothers  at  their  workplaces  or  while  they 
were  working  in  the  home. 

In  subsidized  child  care  programs  where  family  resources  are  limited,  preliminary 
estimates  indicate  that  14  percent  of  children  are  currently  receiving  child  care  from  a 
relative.  Of  the  care  selected  by  parents  which  is  legally  operating  without  a  license  or 
other  regulation,  the  Department  estimates  that  approximately  half  are  relatives.  It  is 
estimated  that  approximately  73  percent  of  subsidized  children  are  served  in  licensed  or 
regulated  child  care  settings.  (Child  Care  and  Development  Fund.  ACF-800,  April- 
September,  1997) 


Ms.  Golden:  The  number  of  teenage  mothers  (15-19)  increased  from  a  total  of 
451,000  for  1990  to  661,000  for  1995.  (Bureau  of  the  Census,  Fertility  Statistics) 

However,  the  number  of  births  to  teens  during  the  same  period  shows  a  significant 
decrease  from  521,826  for  1990  to  499,873  for  1995.  This  downward  trend  continued  into 
1996  with  the  number  of  births  at  494,271.  (Child  Trends,  October  1997) 
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ip:  Is  the  number  of  teenage  mothers  increasing  or  decreasing? 
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Ms.  Northup:  Are  the  number  of  children  born  to  single  women  increasing  or 
decreasing? 

Ms.  Golden:  The  number  of  children  born  to  single  (unmarried)  mothers  remained 
stable  between  1993  and  1995.  (National  Center  for  Health  Statistics,  October  1997) 

Ms.  Northup:  Do  you  know  the  average  number  of  children  for  mothers  who  are 
single  (never  married)? 

Ms.  Golden:  Data  are  available  for  the  number  of  children  of  women  who  are  single, 
not  the  number  of  children  of  mothers  who  are  single.  The  average  number  of  children 
for  women  who  are  single  (never  married)  was  0.3  in  1990  and  0.4  in  1995.  These 
figures  are  an  average  and  since  many  of  the  women  in  the  15  to  44  age  bracket  do  not 
have  children,  and  the  number  of  women  in  that  bracket  excees  the  number  of  children, 
the  figures  are  less  than  one.  (Bureau  of  the  Census,  Fertility  Statistics). 

Ms.  Northup:  Most  of  us  would  agree  that  most  moms  who  work  do  so  because  they 
feel  they  have  to  financially,  particularly  the  working  poor.  What  are  you  doing  to  help 
them  stay  home  with  the  child? 

Ms.  Golden:  Our  child  care  initiative  builds  on  President  Clinton's  record  of 
providing  real  choices  and  opportunities  for  parents    including  the  choice  to  stay  home 
with  their  children.  He  has  worked  to  enact:  a  $500  per  child  tax  credit  that  provides  $98 
billion  in  tax  benefits  over  the  next  5  years  for  26  million  working  families  with  children, 
including  those  with  stay-at-home  mothers;  the  Earned  Income  Tax  Credit,  which  also 
helps  stay-at-home  mothers  and  gives  15  million  working  families  $150  billion  over  the 
next  five  years  in  tax  relief;  health  insurance  from  children;  increases  in  the  minimum 
wage;  and  the  Family  and  Medical  Leave  Act.  The  Administration  is  committed  to 
helping  parents  make  the  choices  that  are  right  for  their  families,  whether  that  means 
working  or  staying  home  to  care  for  their  children. 

The  President's  Child  Care  Initiative  is  primarily  oriented  toward  families  with  a 
single  parent  who  works  or  two  parents  who  both  work,  usually  for  reasons  of  financial 
necessity.  According  to  the  March  1997  Current  Population  Survey,  only  23  percent  of 
families  with  children  under  age  14  have  a  stay-at-home  mom.  Seven  out  of  every  10 
mothers  of  children  under  age  6  spent  some  time  in  the  labor  force  during  the  past  year. 
This  initiative  is  designed  to  ensure  that  children  in  these  families  receive  quality  care 
while  their  parents  are  working. 

The  President  believes  strongly,  however,  that  we  should  support  parents  who  have 
sufficient  resources  and  who  choose  to  stay  home.  The  Administration's  proposal 
includes  provisions  that  will  help  parents  who  stay  at  home.  It  will  support 
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demonstration  projects  in  states  and  communities  to  test  policies  to  help  new  parents  who 
choose  to  stay  home  to  care  for  their  newborns  and  newly  adopted  children.  In  addition, 
the  President's  Early  Learning  Fund  supports  parents  who  stay  at  home  through  home 
visits  and  parent  education. 

HEAD  START  PARTICIPATION 

Ms.  Northup:  Are  the  reimbursements  based  on  the  number  of  children  that 
participate  in  a  program? 

Ms.  Golden:  Head  Start  programs  are  not  reimbursed  for  services  delivered.  Instead, 
Head  Start  programs  are  operated  by  local  private  non-profit  or  public  agencies  that 
receive  discretionary  grant  awards  from  ACF.  Grantees  propose  the  design  of  the 
program  and  the  number  of  children  they  will  serve  with  the  funds  available  and  these 
levels  are  confirmed  in  the  annual  grant  they  receive. 

Ms.  Northup:  Does  that  encourage  Head  Start  to  put  children  in  day  care  versus 
staying  home? 

Ms.  Golden:  Head  Start  programs,  by  regulation,  are  required  to  provide  full-day 
services  only  to  those  children  who  have  a  need  for  such  services.  If  a  Head  Start  child's 
parent  is  at  home  and  able  to  care  for  the  child,  the  child  goes  home  after  his  or  her  Head 
Start  experience,  which  is  typically  for  approximately  four  hours  a  day.  If  the  child  needs 
child  care  in  the  afternoon,  Head  Start  either  provides  the  service  or  assures  the  child  is 
transported  to  his  or  her  child's  care  provider.  Head  Start  programs  have  no  incentive  to 
serve  children  in  a  full-day  vs.  part-day  model  but  rather  try  to  provide  the  best  option 
they  can  for  their  community  with  the  funding  they  receive. 

HEAD  START  -  HIGH  RISK  PROGRAMS 

Ms.  Northup:  How  do  you  determine  a  seriously  deficient  or  troubled  program? 

Ms.  Golden:  Each  Head  Start  grantee  receives  a  comprehensive  on-site  Federal 
monitoring  review  at  least  once  every  three  years.  The  purposes  of  a  Head  Start  on-site 
review  is  to  meet  the  legislative  mandate  for  accountability  in  the  implementation  of  the 
Performance  Standards  and  other  relevant  regulations.  Grantees  are  identified  as 
seriously  deficient  when  there  are  significant,  systemic  performance  issues  identified 
during  an  on-site  monitoring  review  of  the  Head  Start  program.  These  performance 
issues  are  related  to  Head  Start  regulations  and  are  of  such  nature  that  they  impede  the 
ability  of  a  Head  Start  program  to  provide  the  quality  services  that  are  expected  of  all 
Head  Start  grantees.  Other  sources  of  information  include  audit  reports  and  grantees 
annual  Program  Information  Reports. 
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Any  grantee  which  has  been  identified  as  having  one  or  more  deficiencies  must,  by 
legislate  requirements,  resolve  deficiencies  within  12  months  or  less  from  the  time  of 
being  notified  of  its  deficiencies  or  face  the  prospect  of  being  terminated  as  a  Head  Start 
grantee. 

Ms.  Northup:  Is  your  determination  based  on  input  of  resources  or  outcomes  of 
results? 

Ms,  Golden:  Our  determination  is  made  based  on  the  fact  that  the  grantee  is  not 
providing  acceptable  levels  of  services  to  the  children  and  families  it  is  funded  to  serve 
based  on  the  Performance  Standards.  This  could  reflect  input  of  resources  or  outcome 
results. 

Ms.  Northup:  Do  you  compare  Head  Start  to  other  programs  such  as  nonprofit  and 
faith-based  provided  programs.  I  am  particularly  concerned  with  the  lack  of  coordination 
between  nonprofit  organizations  who  provide  child  care  and  Head  Start. 

Ms.  Golden:  Head  Start  services  are  managed  and  provided  by  a  wide  range  of 
public,  non-profit  organizations,  including  local  boards  of  education,  community-based 
child  care  and  preschool  providers,  churches,  synagogues,  settlement  houses,  community 
action  agencies,  and  county  and  municipal  governments.  In  many  communities,  Head 
Start  grantees  are  also  providing  prekindergarten  and  child  care  services  with  financial 
support  from  other  federal,  state,  and  community  sources.  In  addition  to  these  naturally- 
occurring  forms  of  coordination,  every  Head  Start  grantee  is  expected  to  communicate 
and  work  with  other  community-based  organizations  that  serve  low-income  children  and 
families.  Head  Start  Program  Performance  Standards  require  consultation  with  other 
community  early  childhood  and  child  care  agencies  in  program  planning  and  community 
needs  assessment  on  an  ongoing  basis.  Compliance  with  these  Standards  is  assessed 
through  review  of  applications  for  funding  and  via  comprehensive  on-site  monitoring  of 
every  grantee  at  least  once  every  three  years.  The  monitoring  process  includes  review  of 
documentation  of  collaborative  planning,  community  needs  assessment,  and  partnership 
agreements.  In  addition,  the  monitoring  process  includes  interviews  with  community 
leaders  and  other  early  childhood  and  child  care  agencies. 

In  addition,  in  last  year's  $211  million  competition  to  expand  Head  Start  enrollment, 
special  priority  was  given  to  proposals  that  involved  partnerships  between  Head  Start  and 
other  child  care  agencies  and  resources.  More  than  400  of  the  490  projects  funded 
involved  a  collaborative  effort  between  Head  Start  and  other  local  agencies  and  resources. 
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HEAD  START  -  JOB  CORPS 

Ms.  Northup:  Earlier  when  the  Department  of  Labor  came  before  this  subcommittee, 
we  heard  about  child  care  facilities  within  the  Job  Corps  facilities.  Last  year,  the 
Employment  and  Training  Administration  has  indicated  it  would  continue  to  strengthen 
linkages  between  Job  Corps  and  Head  Start  so  that  single  parents  in  Job  Corps  would 
have  access  to  care. 

What  has  been  done  with  the  ETA  to  increase  child  care  capabilities  for  Jobs  Corps 
participants? 

Ms.  Golden:  The  directors  of  the  Head  Start  Bureau  and  the  Job  Corps  have  worked 
together  to  develop  strategies  that  will  encourage  local  Head  Start  programs  and  local  Job 
Corps  sites  to  collaborate.  Head  Start  programs  continue  to  expand  enrollment  at  a  time 
when  many  Job  Corps  trainees  face  the  need  for  child  development  and  child  care 
services  for  their  pre-school  children  who  have  accompanied  the  trainees  to  Job  Corps 
sites.  Information  is  being  provided  to  Head  Start  programs  about  the  opportunities  they 
have  to  develop  local  collaborations.  This  is  discussed  in  the  request  for  proposals  to 
expand  Head  Start  enrollment  in  fiscal  year  1998. 

Ms.  Northup:  Are  you  working  with  ETA  to  get  the  Head  Start  programs  on  site  of 
Jobs  Corps  Centers,  especially  the  new  centers  which  are  being  developed?  I  have  been 
informed  by  several  Job  Corps  contractors  that  they  would  provide  the  space. 

Ms.  Golden:  We  are  supportive  of  such  arrangements  and  encourage  our  local  Head 
Start  grantees  to  develop  such  co-located  facilities  in  instances  where  it  meets  local  needs 
and  priorities.  Our  competitive  announcements  on  Head  Start  expansion  encourage  and 
support  this  effort.  Examples  of  successful  collaborations  exist  in  Flint,  Michigan  and 
San  Diego,  California  where  Head  Start  programs  provide  services  to  trainees  in  child 
care  facilities  on  Job  Corps  campuses. 

HEAD  START  -  PERFORMANCE  MEASURES 

Ms.  Northup:  The  portions  of  ACF's  plan  dealing  with  Head  Start  contain  few 
performance  measures  for  this  program.  Instead,  the  plan  states  after  almost  all  the  listed 
Head  Start  performance  goals:  "Measure  and  baseline  to  be  established  by  1999."  The 
plan,  which  is  dated  January  1998,  further  states  (p.  30)  that  "OMB  recently  approved  the 
Head  Start  outcome  measurement  instruments,  which  are  presently  in  a  pilot  test.  Full 
implementation  is  scheduled  for  fall  1997..."  It  goes  on  to  say  that  the  first  data  won't  be 
available  until  late  fall,  1998,  and  measures  and  baselines  "will  follow"  some  time  after 
that.  Is  it  ACF's  position  that  Head  Start  outcome  measures  and  baselines  can't  be 
established  until  this  project  is  completed? 
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Ms.  Golden:  The  performance  measures  for  Head  Start  have  been  established.  The 
baselines  are  being  developed  now  based  on  existing  data  sources  and  the  pilot  and  first 
full  data  collection  for  the  Head  Start  Family  and  Child  Experiences  Survey  (FACES). 
Based  on  the  ultimate  goal  of  Head  Start  ~  promoting  the  social  competence  of  children  - 
-  the  Performance  Measures  are  a  set  of  indicators  that  chart  progress  in  1)  enhancing 
children's  healthy  growth  and  development,  2)  strengthening  families  as  the  primary 
nurturers  of  their  children,  3)  providing  children  with  educational,  health  and  nutritional 
services,  4)  linking  children  and  families  to  needed  community  services,  and  5)  ensuring 
well-managed  programs  that  involve  parents  in  decision-making.  These  performance 
measures  are  based  on  the  conviction  that  high  quality,  well-managed  programs  improve 
outcomes  for  children  and  families,  so  both  impact  and  process  measures  are  part  of  the 
plan.  Some  of  these  measures  derive  from  existing  data  sources,  such  as  annual  Program 
Information  Report  (PIR)  and  the  Head  Start  Monitoring  Tracking  System  (HSMTS). 
Others  will  require  new  data  collection  methods  at  the  individual  classroom,  family,  and 
child  level,  which  are  currently  being  tested. 

The  Head  Start  Family  and  Child  Experiences  Survey  (FACES)  is  the  first  chance  to 
use  the  Performance  Measures  with  a  nationally  representative  sample  of  Head  Start 
children,  families,  and  programs.  The  survey  is  planned  as  a  periodic  longitudinal  data 
collection,  which  will  provide  systematically  collected  information  about  children  as  they 
enter  the  program,  their  experience  in  Head  Start,  and  their  status  both  at  school  entry  and 
after  a  year  of  kindergarten.  Baseline  data  from  Fall  1 997  has  already  been  collected  on 
3200  children  and  families  in  40  programs,  and  we  are  about  to  launch  the  Spring  1998 
follow-up  to  assess  children,  families  and  programs  at  the  end  of  the  program  year. 

Ms.  Northup:  If  so,  is  there  any  chance  that  baselines  and  measures  actually  will  be 
established  in  time  for  Congress  to  consider  them  in  connection  with  FY  1999  funding 
for  Head  Start? 

Ms.  Golden:  We  already  have  an  indication  that  the  instruments  we  are  using,  based 
on  extensive  research  and  approved  by  OMB  last  spring,  are  appropriate  for  charting 
these  objectives.  The  first  results,  based  on  a  field  test  conducted  in  Spring  1997  with 
2400  children  and  families  in  40  representative  Head  Start  programs  across  the  country, 
gives  reason  for  encouragement:  the  observed  quality  in  most  Head  Start  classrooms  is 
good  -  no  classrooms  score  in  the  poor  range  ~  and  perhaps  most  important,  program 
quality  —  including  small  class  sizes  and  good  adultxhild  ratios,  as  well  as  richer 
teacher-child  interactions  ~  is  related  to  children's  outcomes.  The  ongoing  FACES  effort 
will  continue  to  help  Head  Start  chart  its  progress  in  meeting  GPRA  goals  and  improving 
services  to  children  and  families. 
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Ms.  Northup:  The  Government  Performance  and  Results  Act  was  enacted  almost  5 
years  ago;  agencies  had  ample  lead  time  to  implement  its  requirements.  Why  did  ACF 
wait  so  long  to  start  developing  outcome  performance  measures  and,  therefore,  put  itself 
in  a  position  where  it  can't  fully  comply  with  the  Results  Act  this  year? 

Ms.  Golden:  In  1995,  Head  Start  undertook  a  consensus-building  process  to  develop 
the  Head  Start  Program  Performance  Measures  that  drew  on  the  opinions  of  Head  Start 
program  staff  and  parents,  early  childhood  organization  representatives,  researchers, 
experts  in  the  education,  child  development  and  early  intervention  fields,  and  Head  Start 
Bureau  officials.  The  report  Charting  Our  Progress:  Development  of  the  Head  Start 
Program  Performance  Measures,  published  in  October  1995,  summarized  that  process 
and  outlined  the  genesis  of  the  original  49  Head  Start  Program  Performance  Measures, 
data  sources  and  data  available  at  that  time.  In  1996-97,  a  conceptual  framework,  as 
outlined  above,  was  developed  and  the  measures  were  revised  and  condensed.  The 
framework  was  presented  in  The  First  Progress  Report  on  the  Head  Start  Program 
Performance  Measures  which  was  released  in  May,  1997.  Through  the  input  of  the  Head 
Start  Quality  Research  Consortium  of  university  researchers,  the  process  was  based  in 
sfate-of  the  art  research  knowledge.  The  first  field  test  of  these  measures  was  underway 
between  March-June  1997.  Actually,  Head  Start  has  set  an  impressive  standard  of 
responding  both -to  GPRA  and  the  requirements  of  the  1994  reauthorization,  while 
ensuring  that  the  quality  of  data  collected  meets  the  highest  scientific  standards. 

Ms.  Northup:  The  Head  Start  program  has  existed  for  30  years.  Doesn't  ACF  have 
enough  experience  to  establish  some  measures  to  gauge  the  program's  performance  now, 
even  if  they  aren't  perfect? 

Ms.  Golden:  Head  Start  has  used  its  existing  data  sources,  such  as  the  Program 
Information  Report  and  Head  Start  Monitoring  Tracking  System,  often  in  comparison  to 
nationally  normed  data^m  other  low  income  children  and  families,  to  establish  objectives 
(for  example,  in  the  1997  Performance  Measures  report).  These  sources  are  useful  for 
such  issues  as  provision  of  children's  health  services  and  other  indicators  of  program 
quality  such  as  group  size  and  staff  credentials.  We  have  used  these  data  sources  for 
many  objectives  in  our  performance  plan.  However,  some  objectives  require  directly 
interviewing  parents,  directly  assessing  children,  and  directly  observing  classrooms.  The 
timing  and  requirements  of  the  government  procurement  and  clearance  processes  have 
meant  that  we  could  not  establish  such  baselines  on  a  nationally  representative  sample 
until  the  current  program  year. 

Ms.  Northup:  What  information  do  you  use  now  to  determine  the  success  of  the  Head 
Start  program? 

Ms.  Golden:  A  new  and  thorough  review  of  the  literature  by  nationwide  experts 
brought  together  by  the  Packard  Foundation's  Center  for  the  Future  of  Children  culled  the 
results  of  nearly  1 50  studies  to  conclude  that  children  exposed  to  early  childhood 
education  have  higher  reading  scores,  are  less  likely  to  be  held  back  a  grade  or  be  put  into 
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expensive  special-education  classes  and  are  more  likely  to  graduate  from  high  school. 
These  effects  were  found  for  Head  Start  children  and  for  children  in  other  high  quality, 
comprehensive  early  intervention  programs  (Barnett,  1995). 

An  analysis  of  Head  Start  children  through  the  age  of  10  identified  in  the  National 
Longitudinal  Study  of  Youth  (NSL  Y)  found  positive  and  persistent  effects  of 
participation  in  Head  Start  on  the  test  scores  of  white  and  Hispanic  children.  (Currie  and 
Thomas,  1995).  A  reanalysis  of  the  data  by  Barnett  and  Camilli  found  that  Head  Start 
has  persistent  effects  for  all  ethnic  groups  (African  Americans,  Hispanics,  and  non- 
Hispanic  whites),  including  long-term  increases  in  at  least  one  measure  of  reading 
achievement  for  all  three  ethnic  groups  and  a  reduction  in  grade  repetition  for  all  three 
ethnic  groups  (Barnett  and  Camilli,  1996). 

While  Head  Start  has  been  able  to  chart  its  success  using  extant  data  sources,  FACES 
now  provides  nationally  representative,  longitudinal  measures  of  program  quality  in 
current  programs  and  its  link  to  child  outcomes. 

Ms.  Northup:  Do  you  have  reliable  information  on  program  income  and 
expenditures,  on  how  many  family  members  are  provided  what  services  for  how  long,  on 
how  much  money  is  spent  serving  families,  and  on  how  much  each  program  option  costs? 

Ms.  Golden:  The  Head  Start  Bureau  has  detailed  and  reliable  information  on  how 
grantees  spend  the  funds  which  they  are  given  to  serve  enrolled  children  and  families  and 
the  types  of  services  being  provided  with  these  funds.  The  largest  single  category  of 
funding,  for  example,  is  the  education  component  which  accounts  for  approximately  42 
percent  of  Head  Start  grant  funds.  The  percent  of  the  Head  Start  budget  directly  related 
to  serving  families  is  approximately  1 1  percent,  which  covers  both  the  social  services  and 
the  parent  involvement  parts  of  the  Head  Start  program.  Data  on  costs  indicate  that 
home-based  models  are  approximately  20%  less  expensive  to  operate  than  part-day,  part- 
year  programs,  while  full-year  full-day  options  are,  on  average,  about  60%  more 
expensive  than  the  part-day  part-year  model.  In  FY  1998,  we  estimate  that  the  average 
ACYF  cost  per  child,  across  all  options  is  $5,1 12. 

In  FY  1998,  we  estimate  that  Head  Start  will  serve  830,000  children  and  families  with 
its  appropriation.  Of  this  number,  approximately  80%  will  be  served  by  Head  Start  for 
one  year  and  20%  for  two  or  more  years. 

Ms.  Northup:  According  to  a  recent  GAO  report,  existing  studies  fail  to  fully 
establish  what  impacts  or  outcomes  the  Head  Start  program  produces.  Therefore,  GAO 
recommended  that  HHS  expand  its  research  plan  for  Head  Start  to  include  an  impact 
assessment.  GAO  stated  (page  19)  impact  research  "could  be  done  that  would  allow 
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the  Congress  and  HHS  officials  to  know  with  more  certainty  whether  the  $4  billion  dollar 
federal  investment  in  Head  Start  is  making  a  difference."  Do  you  agree  with  this 
recommendation? 

Ms.  Golden:  The  GAO  states  that  random  assignment  studies  on  Head  Start  effects 
are  needed  in  light  of  the  new  results-oriented  environment  of  the  Federal  Government. 
However,  the  Department  has  created  a  wealth  of  new  initiatives  and  systems  to  promote 
stronger  accountability  and  program  quality,  notably  the  Head  Start  Quality  Research 
Consortium.  In  1995,  the  Head  Start  Bureau  established  four  Quality  Research  Centers 
(QRCs).  One  objective  of  the  QRCs  is  to  work  cooperatively  to  develop  and  test 
instruments  to  gather  information  on  program  performance  measures.  In  1 996,  the  Head 
Start  Bureau  established  a  Performance  Measure  Center  which  will  use  these  instruments 
to  conduct  the  Head  Start  Family  and  Child  Experiences  Survey  (FACES).  The  FACES 
is  an  ambitious  effort  to  assess  the  performance  of  the  Head  Start  program  on  an  ongoing 
basis  through  a  national  longitudinal  study  of  a  representative  sample  of  Head  Start 
children  and  their  families.  The  work  that  is  now  in  progress  on  performance  measures  is 
an  essential  element  in  a  results  oriented  approach  and  has  the  additional  benefit  of 
establishing  a  baseline  for  Head  Start  from  which  improvements  in  outcomes  can  be 
measured  on  an  ongoing  basis. 

Ms.  Northup:  Will  the  measurement  project  you  are  now  conducting  produce 
adequate  impact  information  for  Head  Start? 

Ms.  Golden:  We  are  convinced  that  the  current  research  design  will  allow  us  to  have 
an  ongoing,  longitudinal  data  collection  on  representative  Head  Start  children,  families, 
staff  and  programs.  The  Performance  Measures  are  in  place,  and  we  will  continue  to 
develop,  test  and  refine  the  instruments  as  necessary  to  provide  periodic,  regular  data  on 
these  objectives. 

Ms.  Northup:  What  information  can  you  provide  us  today  on  what  results  the  Head 
Start  program  is  providing  for  taxpayers  and  program  participants? 

Ms.  Golden:  The  Spring  1997  field  test  of  the  Head  Start  Family  and  Child 
Experiences  Survey  (FACES)  collected  extensive  information  about  the  quality  of  the 
educational  services  provided  by  a  nationally  representative  sample  of  Head  Start 
programs;  the  abilities  of  Head  Start  children  on  a  variety  of  child  development  measures; 
and  the  characteristics,  life  experiences,  and  involvement  with  Head  Start  of  Head  Start 
families.  FACES  data  collection  is  currently  in  process  for  Spring  1998,  which  will 
provide  important  longitudinal  information  about  family  and  child  experiences  in  the 
Head  Start  program.  We  will  need  both  pre-and  post-program  data  to  show  change  over 
time.  However,  the  field  test  results  demonstrate  that  Head  Start  is  delivering  a 
comprehensive,  quality  program  to  low  income  children  and  families  that  enhances 
children's  social  competence  and  school  readiness,  encourages  parent  involvement  in 
their  children's  education,  and  demonstrates  the  important  link  of  program  quality  to  child 
performance. 
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The  findings  show  that  Head  Start  classroom  quality  is  observed  to  be  good,  with  no 
programs  scoring  in  the  poor  range.  FACES  found  that  the  typical  child  completing  Head 
Start  has  knowledge  and  skills  in  early  literacy  and  numeracy  as  well  as  skills  that  signify 
a  readiness  to  learn  more  in  kindergarten.  Comparisons  with  previous  research  findings 
suggest  that  the  Head  Start  children  in  FACES  were  performing  above  the  levels  that 
would  be  expected  for  children  from  low-income  families  who  have  not  attended  center- 
based  programs.  Above  and  beyond  family  factors,  children  are  more  likely  to  score 
higher  on  early  literacy  measures  when  they  experience  richer  teacher-child  interaction, 
more  individual  child  attention,  a  classroom  well-equipped  with  learning  resources,  and 
more  frequent  and  higher  caliber  language  opportunities.  Children  who  attended  two 
years  of  Head  Start  performed  better  than  children  attending  only  one  year. 

Parent  involvement  is  a  cornerstone  of  Head  Start  and  the  survey  found  that  the  vast 
majority  of  Head  Start  parents  (80  percent)  had  participated  at  least  once  in  a  Head  Start 
activity  that  year.  Parents  who  were  less  likely  to  participate  included  parents  who  had 
not  graduated  from  high  school,  employed  parents  and  single  parents,  suggesting  that 
Head  Start  should  make  greater  efforts  to  reach  these  parents.  However,  parents' 
participation  was  equal  across  English-speaking  and  primarily  non-English  speaking 
families,  suggesting  that  Head  Start  programs  are  accommodating  these  language  needs. 

Ms.  Northup:  The  Results  Act  generally  requires  that  performance  goals  be  expressed 
"in  an  objective,  quantifiable,  and  measurable  form..."  Are  you  satisfied  that  your 
proposed  performance  goals  for  Head  Start  meet  this  test? 

Ms.  Golden:  Yes,  we  are.  The  process  of  developing  our  performance  measures 
ensures  that  the  objectives  and  indicators  map  well  onto  Head  Start's  ultimate  goal  of 
enhancing  the  social  competence  of  low  income  children.  Because  they  represent  an 
integration  of  process  and  outcome  measures,  they  build  on  program  quality  to  produce 
results  for  children  and  families.  Our  preliminary  analyses  of  the  field  test  for  these 
measures  indicates  that  they  are  appropriate,  well  tolerated  by  children,  parents,  and  staff, 
and  generally  well  suited  to  periodic  data  collection  in  Head  Start  programs.  While 
fulfilling  the  requirements  of  GPRA  and  the  Head  Start  Act,  they  also  give  the  program 
an  indication  of  how  to  maintain  quality. 

Ms.  Northup:  How  will  you  measure  the  proposed  goal  (p.  31)  that  "Parents  improve 
their  self-concept  and  emotional  well-being"? 

Ms.  Golden:  The  parent  interview,  administered  to  approximately  3200  Head  Start 
parents  in  Fall  1997  and  again  in  Spring  1998,  will  examine  the  percent  of  change  in 
three  areas  over  the  program  year:  parents'  sense  of  control  over  their  own  lives,  parents' 
reports  of  psychological  well-being,  and  parents'  use  of  a  social  support  network.  Other 
measures  of  parent  service  use,  involvement  and  satisfaction  will  allow  us  to  consider 
how  well  the  program  has  met  parental  expectations. 
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HEAD  START  -  COORDINATION 

Ms.  Northup:  Head  Start  is  one  of  a  number  of  programs  with  similar  purposes  and 
objectives.  GAO  has  identified  over  90  early  childhood  programs  in  1 1  federal  agencies 
and  20  offices,  with  multiple  programs  targeting  disadvantaged  preschool-aged  children. 
Your  plan  (page  33)  describes  some  coordination  efforts,  but  only  in  very  general  terms. 
Specifically,  in  developing  the  portions  of  your  performance  plan  dealing  with  Head 
Start,  what  other  HHS  components  and  other  agencies  did  you  consult,  and  what  specific 
similar  programs  did  you  consider? 

Ms.  Golden:  The  process  of  developing  and  testing  the  Head  Start  Program 
Performance  Standards,  described  above,  has  been  undertaken  with  every  effort  to 
incorporate  the  best  scientific  and  professional  knowledge  about  the  goals,  objectives, 
and  measures  available  for  early  childhood  programs.  While  the  Head  Start  program  is 
unique,  it  shares  goals  and  components  with  other  programs.  Among  the  contributors  to 
the  development  of  the  measures  were  the  academic  institutes  responsible  for  evaluating 
pre-Kindergarten  programs  like  High  Scope  and  the  Michigan  Pre-Kindergarten  program, 
as  well  as  Smart  Start  in  North  Carolina.  We  also  benefitted  from  the  Department  of 
Education's  National  Education  Goals  Panel  recommendations.  A  key  researcher  from 
the  Department  of  Education's  Office  of  Educational  Research  and  Improvement 
participated  as  a  member  of  the  Head  Start  Performance  Measures  workgroup  that 
developed  the  measures. 

Ms.  Northup:  What  were  the  results  of  these  consultations? 

Ms.  Golden:  We  incorporated  concepts  and  measurement  strategies  that  fit  with  Head 
Start  goals.  We  also  attempted,  as  described  above,  to  maximize  our  use  of  measures 
with  existing  national  norms,  like  the  National  Household  Education  Survey  fielded  by 
the  Department  of  Education,  as  well  as  instruments  used  by  other  large  federal  studies. 
Head  Start  has  used  NHES  data  to  set  and  monitor  its  objectives,  and  now  will  be 
collecting  longitudinal  data  using  similar  instruments. 

Ms.  Northup:  Do  the  similar  programs  have  similar  performance  goals  and  measures? 

Ms.  Golden:  There  is  convergence  in  conceptual  frameworks  between  Head  Start 
performance  measures  and  the  goals  outlined  by  the  National  Education  Goals  Panel  of 
the  Department  of  Education  (Goals  2000:  Educate  America  Act,  PL  103-227).  For 
example,  Goal  1  of  the  Panel  is  that  by  the  year  2000,  every  child  will  start  school  ready 
to  learn.  This  goal  is  quite  similar  to  Head  Start's  goal  of  enhancing  the  child's  social 
competence,  defined  as  a  child's  everyday  effectiveness  in  dealing  with  both  his  or  her 
present  environment  and  later  responsibilities  in  school  and  life.  The  five  objectives 
outlined  above  are  the  ways  Head  Start  will  be  able  to  chart  how  well  it  fulfills  this  goal. 
For  example,  the  first  objective  is  enhancing  children's  healthy  growth  and  development, 
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and  indicators  include  demonstrating  that  Head  Start  children  show  improvements  in  the 
following:  1)  emergent  literacy,  numeracy  and  language  skills,  2)  general  cognitive  skills, 
3)  gross  and  fine  motor  skills,  4)  positive  attitudes  toward  learning,  5)  social  behavior  and 
emotional  well-being,  and  6)  physical  health. 

Ms.  Northup:  Do  the  other  similar  programs  contain  performance  measures  that  you 
could  adapt  to  Head  Start? 

Ms.  Golden:  Head  Start  is  in  the  forefront  in  developing  standards  for  the  conduct  of 
programs  and  measures  of  program  quality.  Head  Start's  performance  measures  have 
made  good  use  of  state  of  the  art  knowledge  about  early  childhood  development  and 
education. 

Ms.  Northup:  A  recently  completed  impact  evaluation  of  the  Comprehensive  Child 
Development  Program  (CCDP)  found  that  parents  and  children  not  in  the  CCDP  program 
got~on  their  own—  virtually  all  of  the  social,  medical,  and  other  services  that  the 
participants  got.  This  reflects  the  growth  of  Medicaid  and  social  services  that  were  not 
available  30  years  ago  when  Head  Start  began,  but  are  now.  What,  if  any,  implications  do 
you  think  the  results  of  this  evaluation  have  for  Head  Start? 

Ms.  Golden:  The  limited  set  of  positive  impact  findings  from  the  CCDP  evaluation 
likely  resulted  both  from  basic  limitations  and  logistical  problems  associated  both  with 
the  program  and  research  designs.  The  evaluation  offered  several  possible  reasons  for  the 
results  of  the  program,  including  the  fact  that  in  some  cases  project  families  may  have 
been  unintentionally  referred  to  services  of  low  or  poor  quality;  the  project  relied  on 
indirect  efforts  (such  as  primarily  focusing  on  helping  parents  improve  their  parenting 
skills)  which  could  not  directly  improve  child  outcomes  on  their  own;  and  some 
comparison  group  families  were  resourceful  enough  to  find  services  in  their  own 
community.  However,  it  is  important  to  note  that  the  evaluation  did  not  directly  collect 
information  on  the  amount  or  types  of  services  received  by  the  comparison  group 
families,  so  some  families  may  have  received  a  range  of  services  similar  to  those 
available  through  CCDP,  including  Head  Start  and  other  early  intervention  services, 
many  which  have  been  modeled  after  Head  Start.  Nevertheless,  the  most  compelling 
explanation  offered  from  the  evaluation  was  that  the  CCDP  program  did  not  provide 
sufficiently  direct  intensive  child  development  services  that  were  more  effective  than  any 
services  that  might  have  been  received  by  the  comparison  group  families  on  their  own. 

Already,  the  potential  lessons  from  the  CCDP  have  been  incorporated  into  the 
policies  and  designs  of  Early  Head  Start  and  the  newly  revised  Performance  Standards  for 
the  entire  Head  Start  program  to  provide  more  effective  interventions  for  young  children 
and  families  in  poverty.  The  most  productive  result  of  the  CCDP  demonstration  is  the 
suggestion  that  intensive,  focused  services  provided  directly  to  children  and  linked  to 
distinctly  defined  outcomes  are  critical  to  success.  As  the  CCDP  evaluation  asserted, 
several  recent  studies  confirm  that  early  childhood  programs  achieve  important  benefits 
and  the  most  impressive  long-term  effects  on  children's  cognitive  development  and  on 
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mothers'  parenting  skills  and  behaviors  when  the  families  participated  in  intensive  early 
childhood  programs.  The  evaluation  suggests  that  the  best  way  to  achieve  positive  effects 
is  to  provide  intensive  services  directly  to  the  individuals  that  you  hope  to  affect. 

In  both  Early  Head  Start  and  Head  Start,  intensive  learning  and  developmental 
services  are  provided  directly  to  children  and  their  families,  combined  with  connections 
to  other  community  services  to  meet  family  needs.  For  Early  Head  Start,  which  serves 
children  aged  0  to  3,  the  key  program  elements  are  intensive  child  development,  engaging 
parents  as  partners  in  the  developmental  process  of  their  children  and  supporting  them  in 
improving  their  self-sufficiency.  These  principles  are  also  included  in  the  new  Head  Start 
Performance  Standards  guiding  the  programs  serving  three-  and  four-year-old  children. 
Those  Standards  now  more  clearly  define  appropriate  and  necessary  linkages  of  the 
program's  central  child  development  mission  to  community-based  health,  mental  health, 
social  service  and  employment  services.  The  Head  Start  combination  of  direct  intensive 
services  to  children  and  referrals  to  supplemental  services  reflect  the  best  research  and 
evaluation  of  how  to  achieve  effective  and  long-term  results  for  children  and  their 
families. 

Ms.  Northup:  The  government-wide  annual  performance  plan  contains  an  FY  1999 
goal  of  expanding  Head  Start  to  serve  at  least  860,000  children,  continuing  progress 
toward  having  the  program  serve  one  million  children  in  2002.  Is  this  goal  contained  in 
the  ACF  performance  plan  as  well? 

Ms.  Golden:  The  Head  Start  portion  of  the  ACF  plan  focused  on  measures  designed 
to  improve  the  services  provided  to  enrolled  children  and  families.  The  President's  stated 
goal  of  serving  1  million  children  has  been  articulated  many  times  by  this  agency  and 
may,  for  example,  be  found  on  page  H-40  of  the  FY  1 999  Congressional  Justification. 

Ms.  Northup:  If  not,  what  is  the  reason  for  this  seeming  disconnect  between  the 
government- wide  plan  and  your  plan? 

Ms.  Golden:  Everyone  that  works  with  Head  Start  in  this  Administration,  in  whatever 
capacity  and  at  whatever  level,  is  fully  supportive  of  the  President's  commitment  to 
expand  Head  Start  to  serve  1  million  children  by  2002.  The  Head  Start  plan,  as  noted 
above,  was  focused  on  measures  which  impact  program  quality  and  the  omission  of  the 
enrollment  goal  in  no  way  suggests  this  Agency  is  not  fully  committed  to  working  with 
the  Congress  to  achieve  this  target. 

Ms.  Northup:  Do  you  think  it  prudent  to  adopt  goals  for  expanding  participation  in 
the  Head  Start  program  before  we  complete  performance  goals  and  measures  of  its 
effectiveness? 
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Ms.  Golden:  A  1995  National  Longitudinal  Survey  of  Youth  found  that  Head  Start 
children  perform  better  than  siblings  who  attended  no  preschool,  and  that  the  effects  of 
Head  Start  were  much  greater  than  the  effects  of  attending  other  preschool  programs.  In 
addition,  studies  demonstrate  that  Head  Start  programs  produce  immediate  gains  for 
children  and  familes  across  a  diverse  range  of  areas  such  as  cognitive  functioning, 
academic  readiness  and  achievement,  self-esteem,  social  behavior  and  physical  health. 
Head  Start  children  also  have  better  high  school  attendance  rates,  are  less  frequently 
retained  in  grade  and  have  less  need  for  special  education. 

Ms.  Northup:  Is  it  possible  we  may  discover  that  other  existing  programs  designed  to 
serve  disadvantaged  pre-school  children  are  more  effective  than  Head  Start  and  produce 
better  outcomes  for  children? 

Ms.  Golden:  Head  Start  is  this  nation's  premier  Early  childhood  education  program. 
Few  other  pre-school  programs  focused  on  disadvantaged  families  provide  the  type  of 
comprehensive  services  that  Head  Start  provides  enrolled  children  and  families.  There  is 
certainly  no  other  federal  program  which  can  come  close  to  offering  the  types  of  services 
Head  Start  provides  to  its  clients.  If  we  consider  that  as  states  have  become  more  active 
in  investing  in  pre-school  care  the  fact  that  the  Head  Start  model  has  often  been  the 
approach  followed  speaks,  we  believe,  to  the  overwhelming  support  Head  Start  has  at  all 
levels  of  government  throughout  the  country  as  being  unequalled  in  what  it  is  able  to  do 
for  disadvantaged  pre-schoolers  and  their  families. 
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WELFARE  REFORM 

Mr.  Stokes:  How  well  is  welfare  reform  "in  operation"  measuring  up  to  the  criteria 
that  it  must  move  people  from  welfare  to  work;  provide  adequate  education,  training  and 
child  care  to  enable  welfare  recipients  to  become  self-support;  encourage  parental 
responsibility;  protect  the  health  and  nutrition  of  children;  and  enhance  state  flexibility? 

Ms.  Golden:  It's  been  1 8  months  since  the  President  signed  the  new  welfare  reform 
legislation.  A  lot  has  happened  in  these  short  months  and  I'd  like  to  talk  about  some 
successes  and  the  challenges  that  remain. 

By  July  1,  1997,  all  States  implemented  the  new  Temporary  Assistance  to  Needy 
Families  (TANF)  program,  making  work  and  responsibility  the  law  of  the  land.  HHS 
certified  welfare  plans  for  each  State.  All  plans  require  and  reward  work,  impose  time 
limits  and  demand  personal  responsibility. 

Many  more  recipients  are  now  working  and  the  proportion  of  former  recipients  at 
work  after  leaving  welfare  appears  to  be  between  8%  and  15%  higher  than  in  the  past. 

In  January  1998,  we  announced  that  the  number  of  welfare  recipients  dropped  below 
10  million  for  the  first  time  in  over  25  years.  In  fact,  the  welfare  caseload  had  dropped 
one-third  since  the  President  took  office  in  1994  and  2  million  since  August  1996  when 
the  legislation  was  signed. 

By  early  indications  -  such  as  reduction  in  caseloads  -  welfare  reform  has  had  some 
important  success.  Those  successes  create  this  challenge:  to  make  sure  the  caseload 
reduction  is  accompanied  by  job  stability  and  improvements  in  the  quality  of  life  for  our 
poorest  families. 

Mr.  Stokes:  While  it  is  understandable  that  it  is  too  early  in  the  implementation 
process  for  you  to  be  able  to  fully  respond  to  this  question.  Do  give  us  your  current 
assessment  of  how  communities  are  progressing  at  this  point? 

Ms.  Golden:  Among  the  successes  of  welfare  reform  has  been  a  change  in  the  public 
perceptions  of  people  on  welfare.  There  is  now  a  positive  public  attitude  about  people  on 
welfare.  Communities  are  reaching  out  to  welfare  recipients  as  friends  and  neighbors  to 
provide  peer  support.  The  public  has  responded  positively  to  the  notion  of  a  hand-up  or  a 
second  chance,  i.e.,  time-limited  benefits,  work  requirements,  personal  responsibility 
balanced  by  training,  supportive  services  and  opportunities.  Putting  all  of  the  pieces 
together  involves  all  sectors  of  every  community  in  welfare  reform  -  businesses,  local 
government  agencies,  community  organizations  and  the  faith  community. 
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HEAD  START 

Mr.  Stokes:  How  many  additional  full-day  full-year  slots  will  be  provided  by  the  FY 
1999  budget  request? 

Ms.  Golden:  The  FY  1999  request,  if  appropriated,  would  increase  Head  Start 
enrollment  by  30,000  -  36,000  children  and  families,  10,000  of  whom  would  be  served  in 
Early  Head  Start.  These  funds  would  be  awarded  through  a  competitive  process  but,  as 
each  potential  grantee  would  propose  a  Head  Start  program  option  which  best  met  the 
needs  of  its  community,  we  are  unable  to  project  at  this  point  what  proportion  of  the 
30,000  children  would  be  served  in  a  full-day  full-year  program  and  what  proportion 
would  be  served  in  programs  offering  other  program  options,  including  options  which 
provide  full-day  services  but  through  a  collaborative  approach  with  other  community 
providers. 

Mr.  Stokes:  What  is  the  Agency's  long  term  objective? 

Ms.  Golden:  Head  Start's  objective  for  program  expansion  is  to  meet  the  President's 
goal  of  serving  1  million  children  and  their  families  by  2002,  including  80,000  infants 
and  toddlers  in  Early  Head  Start.  In  addition  Head  Start's  long  term  objective  would  be  to 
provide  Head  Start  services  to  as  many  different  children  and  families  as  our 
appropriation  level  permits  and  to  do  this  through  a  variety  of  approaches  which 
emphasize  that  each  Head  Start  grantee  must  design  a  program  which  best  meets  the 
needs  of  each  of  the  communities  it  serves.  To  the  extent  community  needs  are  best  met 
through  a  full-day  full-year  option  designed  to  support  working  parents,  or  parents  in 
training,  we  would  seek  to  meet  these  needs  through  collaborative  approaches  which 
would  combine  Head  Start  resources  with  other  resources  available  to  our  local  grantees 
so  that  the  costs  of  providing  full-year  full-day  would  be  shared  and  as  many  different 
children  and  families  as  possible  could  be  served  by  local  Head  Start  programs. 

Mr.  Stokes:  How  many  children  are  currently  in  need  of  full-day,  full-year  but  have 
to  be  turned  down  because  you  do  not  have  the  resources  to  provide  it? 

Ms.  Golden:  While  we  are  unable  to  access  the  need  for  full-day,  full-year  services, 
the  Head  Start  Bureau  collected  data  last  April  from  its  grantees  regarding  the  need  for 
child  care  among  Head  Start  parents  and  how  that  need  was  being  met.  These  data 
indicate  that  there  are  approximately  300,000  children  enrolled  in  Head  Start  whose 
parents  need  child  care  because  the  parents  are  working  or  in  training.  Of  this  amount, 
approximately  75,000  were  served  by  Head  Start  agencies,  using  a  variety  of  funding 
sources,  80,000  received  child  care  at  an  agency  other  than  the  Head  Start  grantee  for  that 
part  of  the  day  the  child  was  not  in  Head  Start  and  130,000  children  were  left  in  the  home 
of  a  relative  or  unrelated  adult  during  that  part  of  the  day  the  child  was  not  in  Head  Start. 
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RESPONSIBLE  FATHERHOOD 

Mr.  Stokes:  As  we  seek  to  strengthen  families,  it  is  becoming  increasingly  clear  that 
we  must  do  more  to  help  restore  parent  child  relationships.  Today,  we  are  seeing  more 
attention  being  given  to  the  working  concept  of  responsible  fatherhood. 

While  there  are  a  growing  number  of  programs  across  the  country  that  carry  this 
mission,  do  we  know  what  is  working? 

Ms.  Golden:  This  Administration  and  the  Department  take  the  issue  of  parents' 
responsibilities  to  their  children  very  seriously  and  are  actively  working  to  promote 
responsible  fatherhood  by  improving  work  opportunities  for  low  income  fathers, 
increasing  child  support  collections,  enhancing  parenting  skills,  and  involving  boys  and 
young  men  in  the  prevention  of  teenage  pregnancy  and  premature  parenting.  In  response 
to  the  President's  directive  in  1995  that  all  federal  agencies  strengthen  the  roles  of  fathers 
in  families,  we  established  an  intra-departmental  Fathers'  Work  Group  to  help  coordinate 
and  facilitate  program  improvements,  communications,  research  and  work  force  policy 
around  the  issue  of  fatherhood.  The  Deputy  Secretary  of  DHHS,  Kevin  Thurm,  is  chair 
of  the  Fathers  Work  Group  and  representatives  from  all  agencies  in  this  Department  serve 
on  the  work  group. 

Our  work  in  the  area  of  evaluating  responsible  fatherhood  programs  is  just  getting 
underway  and  final  results  are  not  yet  available,  but  we  have  made  major  commitments  to 
determine  how  well  such  programs  are  working  and  how  they  can  be  improved.  Below 
are  examples  of  some  current  evaluation  efforts. 

•  Since  1993  the  Department  has  been  supporting  the  evaluation  of  Parents'  Fair  Share 
Demonstration,  a  project  for  unemployed  non-custodial  parents  (usually  fathers)  of 
poor  children  who  owe  child  support  but  are  not  paying  it.  The  project's  central  goals 
are  to  reduce  poverty  among  children  receiving  AFDC/TANF  benefits,  to  encourage 
and  require  their  fathers  to  establish  paternity  and  pay  child  support,  to  increase  the 
earnings  of  fathers  who  are  unemployed  and  unable  to  support  their  children 
adequately,  and  to  assist  such  fathers  in  providing  other  forms  of  support.  This  effort 
was  authorized  by  the  Family  Support  Act  of  1988  and  is  a  unique  public/private 
partnership  that  includes  the  Department  of  Health  and  Human  Services,  the 
Department  of  Labor,  the  Department  of  Agriculture,  the  Pew  Charitable  Trusts,  the 
Ford  Foundation,  the  AT&T  Foundation,  the  McKnight  Foundation,  the  Northwest 
Area  Foundation  and  the  Manpower  Demonstration  Research  Corporation. 
Foundations  have  contributed  over  five  million  dollars  to  the  demonstration  and 
evaluation  activities.  In  addition  to  evaluation  support,  federal  entitlement  and 
program  funds  have  invested  more  than  $10  million  dollars  in  the  demonstration. 

•  Parents'  Fair  Share  is  currently  the  only  demonstration  program  for  low-income 
fathers  that  has  the  capacity,  through  its  random  assignment  evaluation  design,  of 
measuring  program  impacts.  Seven  sites  in  California,  Massachusetts,  Florida, 
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Michigan,  New  Jersey,  Ohio,  and  Tennessee  are  included  in  the  evaluation.  The 
random  assignment  phase  of  the  demonstration  was  completed  in  1996,  and  data 
collection  continued  for  two  more  years.  The  final  report  is  due  in  FY  1999. 
Preliminary  results  from  the  evaluation  work  indicate  that  the  "peer  support" 
component  which  offers  help  in  such  areas  as  increasing  effective  parenting  behavior, 
improving  communication  with  the  child's  mother,  and  changing  negative  lifestyle 
behaviors,  is  consistently  viewed  by  clients  as  helpful  and  important  in  reestablishing 
and  strengthening  relationships  with  their  children.  The  project  has  also  found  that 
there  is  substantial  support  for  providing  employment  opportunities  for  low-income 
fathers  as  an  alternative  to  jail  when  parents  fail  to  meet  their  child  support 
obligations. 

•  We  are  now  working  to  develop  an  overall  strategy  for  the  evaluation  of  responsible 
fatherhood  programs.  In  1 996  DHHS  and  the  Ford  Foundation  funded  a  review  of 
several  such  programs  to  determine  what  types  of  data  collection  and  evaluation 
methods  would  be  the  most  appropriate  for  small-sized  community  based  programs. 
The  report  from  this  project  indicates  that  many  responsible  fatherhood  projects  were 
too  small  to  be  evaluated  using  rigorous  impact  evaluation  methods,  but  studies  could 
provide  important  information  on  the  types  of  services  provided  and  results.  We  are 
using  the  findings  of  the  project  to  put  in  place  appropriate  evaluation  strategies  for 
several  of  the  responsible  fatherhood  demonstration  projects  that  we  are  currently 
funding. 

•  In  FY  1997  we  added  a  major  new  component  to  the  Early  Head  Start  Research  and 
Evaluation  Project.  This  new  component,  the  Fathers  Studies  Project,  will  examine 
the  role  of  fathers  in  early  childhood  development  and  how  program  interventions  can 
strengthen  and  improve  father  involvement.  While  most  Early  Head  Start  programs 
do  not  themselves  provide  all  of  the  services  that  are  often  considered  part  of  a 
responsible  fatherhood  program,  such  as  job  training  and  employment  services,  many 
of  these  programs  do  refer  fathers  to  other  community  agencies  when  employment  or 
skill  building  is  an  issue.  In  addition  to  the  Early  Head  Start  program,  we  have  also 
funded  a  re-analysis  of  the  results  of  a  home  visiting  program  to  determine  the  effects 
of  home  visiting  on  father  involvement. 

Mr.  Stokes:  How  many  responsible  fatherhood  projects  are  funded  by  the 
Department  and  what  is  the  total  level  of  the  investment  currently? 

Ms.  Golden:  The  National  Center  on  Fathers  and  Families  at  the  University  of 
Pennsylvania  has  identified  over  960  projects  nation-wide  that  are  focused  exclusively  on 
fathers  or  focus  on  fathers  and  their  families.  The  majority  of  responsible  fatherhood 
projects  receive  direct  or  indirect  DHHS  funds  for  at  least  some  of  their  activities.  Most 
fatherhood  projects  are  funded  from  a  variety  of  sources;  some  of  those  sources  are  direct 
federal  funds  and  some  of  those  sources  flow  from  the  federal  government  through  the 
states  to  local  projects. 
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In  some  States  TANF  block  grant  funds  can  be  used  to  support  employment 
services  for  resident  and  non-resident  fathers  and  some  states  also  use  TANF 
dollars  to  provide  other  support  services  that  improve  parenting  and 
employability.  In  FY  1996  at  the  time  of  the  passage  of  the  Personal 
Responsibility  and  Work  Opportunity  Act  (PRWORA),  23  states  had  waivers  to 
provide  JOBS  services  to  non-custodial  fathers;  under  PRWORA  such  waivers  are 
no  longer  necessary. 

The  Head  Start  Program  serves  many  low-income  fathers  by  providing  parent 
training,  jobs  referrals  and  other  support  services.  While  some  projects  focus  on 
fathers  who  are  living  with  the  child  and  the  child's  mother,  other  projects  are 
designing  specific  components  to  work  with  nonresident  fathers.  For  example,  in 
Region  IV  (Atlanta)  the  Head  Start  program  has  had  an  on-going  relationship  with 
the  Alpha  Phi  Alpha  Fraternity  and  the  March  of  Dimes  to  provide  special 
programming  for  nonresident  fathers.  DHHS  staff  in  Region  IV  have  held  two 
conferences  for  Head  Start  programs  designed  to  promote  more  father 
involvement. 

The  Office  of  Maternal  and  Child  Health  (MCH)  has  included  in  its  Healthy  Start 
Program,  several  sites  that  provide  for  a  focus  on  parenting  skills,  personal 
improvement,  and  employment  services  for  fathers.  In  addition  MCH  has 
continued  its  funding  of  the  Fathers'  Network,  a  support  program  for  fathers 
(resident  and  nonresident)  who  have  caretaking  responsibility  for  their  special 
needs  children. 

Some  states  have  moved  to  incorporate  a  father  focus  within  their  Child  Support 
Enforcement  Program,  building  on  the  research  findings  that  fathers  pay  more 
child  support  when  they  are  involved  with  their  children  and  that  unemployed 
nonresident  fathers  are  unable  to  pay  their  child  support  obligations.  Much  of  this 
effort  has  focused  on  strengthening  voluntary  paternity  establishment  efforts. 
These  are  state  initiatives  with  some  funding  provided  by  DHHS. 

The  Office  of  Child  Support  Enforcement  has  funded  $10  million  in  grants  to 
states  for  child  access  and  visitation  projects  authorized  under  PRWORA.  All  54 
states  and  territories  submitted  proposals  and  have  been  funded  to  develop  new 
projects  and  expand  existing  projects  to  increase  nonresident  parents  involvement 
with  their  children. 

In  FY  1996  and  FY  1997,  DHHS  funded  a  number  of  demonstration  projects 
specifically  designed  to  promote  responsible  fatherhood.  In  FY  1 997,  the  Office 
of  Child  Support  Enforcement  funded  eight  state  father  involvement 
demonstrations,  six  state  collaborations  with  Head  Start  and  Child  Care  programs, 
and  five  state  projects  exploring  issues  around  domestic  violence,  non-cooperation 
and  good  cause.  First  year  federal  funding  for  these  projects  was  $828,000. 
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•  In  FY  1997,  the  Office  of  Population  Affairs  funded  10  demonstration  projects  in 
9  states  to  add  reproductive  health  and  family  planning  services  to  community 
based  programs  serving  men.  These  demonstrations  are  designed  to  support 
male-oriented  organizations  in  developing,  implementing  and  testing  approaches 
for  involving  young  men  in  family  planning  education  and  reproductive  health 
service  programs.  The  investment  in  these  demonstrations  is  $2  million. 

Mr.  Stokes:  What  major  initiatives  are  planned  for  FY  1999? 

Ms.  Golden:  The  Department  plans  to  continue  its  commitment  to  serving  the  entire 
family-fathers,  mothers  and  children.  Most  of  the  individual  program,  research  and 
demonstrations  identified  above  will  continued  in  FY  1999  and  into  the  Twenty  First 
Century.  Additionally  we  will  continue  and  expand  our  efforts  to  incorporate  a  father 
focus  in  our  major  cross  agency  initiatives. 

•  We  will  continue  our  efforts  to  work  with  boys  and  young  men  to  prevent 
pregnancy  as  a  part  of  the  National  Strategy  to  Prevent  Teen  Pregnancy.  In 
addition  to  the  family  planning  demonstrations  identified  above,  we  have  also 
funded  projects  to  identify  abstinence  based  programs  and  to  develop 
dissemination  strategies  to  provide  states  and  localities  with  information  on 
pregnancy  prevention  programs  for  boys  and  young  men. 

•  This  Department  is  working  with  the  Federal  Interagency  Forum  on  Child  and 
Family  Statistics  to  improve  research  and  data  collection  on  male  fertility,  family 
formation  and  fathering.  Five  DHHS  Agencies  are  members  of  the  Forum.  These 
agencies  are:  The  National  Institute  for  Child  Health  and  Human  Development, 
the  Office  of  the  Assistant  Secretary  for  Planning  and  Evaluation,  the  National 
Center  for  Health  Statistics,  the  Maternal  and  Child  Health  Bureau,  and  the 
Administration  for  Children  and  Families.  All  of  these  agencies  have  been 
involved  in  a  review  of  data  collection  and  research  on  fatherhood  and  related 
issues.  As  a  result  of  this  review,  the  National  Institute  of  Child  Health  and 
Human  Development  has  made  major  investments  in  research  and  data  collection 
activities  to  improve  understanding  of  how  fathers  affect  their  children's  health 
and  well-being.  Activities  of  the  forum  include: 

•  Providing  a  baseline  for  the  scientific  community  about  issues  of  fertility  and 
fatherhood  by  publishing  the  results  of  the  two  year  review  of  data  collection  and 
research. 

•  Supporting  the  expansion  of  the  National  Survey  of  Family  Growth  to  interview 
men  directly  about  fertility  and  family  formation. 


Supporting  a  component  to  measure  the  effects  of  father  involvement  and  absence 
in  the  Early  Head  Start  Research  and  Evaluation  Program. 


862 


•  Ensuring  that  fertility,  family  formation  and  fathering  measures  are  included  in 
the  Department  of  Labor  sponsored  National  Longitudinal  Survey  of  Youth,  '97. 

•  Working  with  the  Department  of  Education  Early  Childhood  Longitudinal 
Survey-Birth  Cohort  to  include  questions  about  fathering  behavior  and  to  ask 
questions  directly  of  fathers  about  their  parenting  activities. 

•  Developing  and  publishing  a  baseline  indicators  report  on  male  fertility,  family 
formation  and  fathering. 

•  Developing  standard,  tested  questions  on  father-child  contact  and  father 
involvement  for  national  household  surveys. 

•  Working  with  the  Bureau  of  the  Census  on  a  new  survey  methodology  that  has  the 
potential  of  reducing  the  Census  undercount  of  minorities,  young-adults,  and 
males  (many  of  whom  are  fathers). 

•  Working  with  the  Departments  of  Justice  and  Defense  to  find  ways  of 
incorporating  incarcerated  and  military  persons  in  our  national  household  surveys. 

•  Exploring  ways  to  expand  data  on  fathers  by  integrating  national  survey  data  with 
state  administrative  data. 


•    We  are  also  developing  a  strategy  for  improving  the  relationship  between  the 
domestic  violence  community  and  the  responsible  fatherhood  community  so  that 
both  groups  are  working  together  to  promote  safety,  to  decrease  family  violence 
and  to  increase  responsible  parenting.  In  FY  1997  the  Office  of  Child  Support 
Enforcement  and  the  Office  of  Family  Assistance  worked  with  the  Fathers'  Work 
Group  to  begin  this  process  by  holding  discussions  with  representatives  of 
fathers'  groups  on  the  issues  of  domestic  violence  and  father  involvement. 


•    The  Office  of  Child  Support  Enforcement  signed  cooperative  agreements  with  the 
Office  of  Community  Services  and  the  Head  Start  Bureau  to  increase  cooperation 
in  the  areas  of  child  support,  employment  services  and  parenting.  We  plan  to 
continue  building  such  partnerships  across  programs  and  between  the  federal 
government  and  the  states  and  with  the  private  sector. 

Mr.  Stokes:  How  many  grants  or  other  award  mechanisms  are  funded  by  the  agency 
with  respect  to  fostering  responsible  fatherhood? 

Ms.  Golden:  In  1995,  at  the  request  of  the  President,  we  conducted  a  3  month  review 
to  determine  what  DHHS  programs  were  doing  to  support  responsible  fatherhood.  What 
that  effort  concluded  was  that  every  part  of  the  Department  had  some  capacity  through 
grants,  contracts,  or  other  mechanisms  to  fund  projects  that  would  support  responsible 
fatherhood. 
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Mr.  Stokes:  In  your  professional  judgement,  how  much  should  we  be  investing  in 
this  effort? 

Ms.  Golden:  Responsible  fatherhood  is  one  of  many  important  issues  which  this 
Department  supports.  We  would  look  forward  to  working  with  President  Clinton,  Vice- 
President  Gore  and  the  Congress  to  determine  the  appropriate  level  of  federal  investment. 

WELFARE  REFORM  RESEARCH 

Mr.  Stokes:  The  welfare  reform  act  was  enacted  without  the  benefit  of  research 
conducted  in  the  communities  where  welfare  recipients  are  found  in  large  numbers  so  that 
the  community-wide  impact  might  be  understood.  Is  there  a  welfare  reform  research 
agenda? 

Ms.  Golden:  Yes,  we  have  developed  a  welfare  reform  research  agenda.  It  has  two 
main  goals:  1)  to  increase  the  probability  of  success  of  welfare  reform  by  providing 
timely,  reliable  data  to  inform  policy  and  program  design,  especially  at  the  state  and  local 
level  where  decision  making  has  devolved;  and  2)  to  inform  the  nation  of  policies  chosen 
and  their  effects  on  children,  families,  communities  and  social  well-being. 

Within  the  constraints  of  available  funding,  we  have  tried  to  balance  our  research 
agenda  to  address  various  aspects  of  welfare  reform.  One  project  in  particular  that  we  are 
currently  funding  seems  to  address  some  of  the  concerns  you  mention.  This  project 
examines  neighborhood  variation  in  the  availability  of  public  and  private  social  services 
throughout  Los  Angeles  County  early  in  the  process  of  welfare  reform  and  to  investigate 
how  agencies  are  adapting  to  the  current  and  anticipated  changes  in  demand  for  their 
services  as  a  result  of  welfare  reform.  The  focus  of  inquiry  will  be  specifically  on 
services  directed  toward  children  and  families.  In  addition,  we  are  funding  a  number  of 
states'  evaluations  of  their  welfare  reform  programs  which  began  under  AFDC  waivers. 
In  these,  most  of  the  states  will  be  looking  at  communities  where  they  have  the  largest 
concentrations  of  welfare  recipients. 

Mr.  Stokes:  To  what  extent  will  research  centers  in  historically  Black  colleges  and 
universities  and  other  minority  institutions  be  involved  in  ensuring  that  specific  issues 
relating  to  the  individual  and  community  impact  of  welfare  reform  on  health,  economic 
survival,  access  to  services,  etc.,  are  addressed? 

Ms.  Golden:  As  you  know,  under  Executive  Order  12876  the  Department  has  goals 
for  the  minimum  amount  of  funds  to  use  for  grants  and  contracts  with  historically  Black 
colleges  and  universities.  We  will  make  use  of  their  services  wherever  it  is  appropriate. 

Mr.  Stokes:  To  what  extent  have  communities  been  identified  which  will  provide 
monitoring  sites,  where  the  agency  and  the  impact  of  welfare  reform  can  be  evaluated  on 
a  longitudinal  basis? 


48-269  98-28 
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Ms.  Golden:  In  the  state  evaluations  of  welfare  reform  programs  begun  under 
waivers,  which  ACF  is  supporting  through  research  grants,  process  and  impact  data  will 
be  collected  at  selected  sites.  In  many  cases,  information  on  the  earnings  and  welfare 
receipt  of  selected  individuals  will  be  tracked  over  the  life  of  the  demonstration.  Since 
we  plan  to  support  this  activity  for  at  least  the  next  few  years,  this  will  provide 
longitudinal  information  for  these  research  sites  about  how  the  programs  are  being 
implemented  as  well  as  what  their  impacts  are. 
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COORDINATED  SERVICES 

As  you  know,  I  have  been  very  interested  in  the  coordination  of  social  service  programs 
within  the  Department  of  Labor,  Department  of  Health  and  Human  Services,  and 
Department  of  Education  for  many  years  in  order  to  bring  about  a  more  effective  and 
efficient  federal  government.  I  believe  that  by  co-locating  our  family  and  children 
service  programs,  we  will  be  able  to  better  serve  families  in  need. 

Mr.  Hoyer:  What  is  the  Administration  for  Children  and  Families  doing  to  work 
with  the  other  two  Departments  to  provide  "one-stop"  services  for  family  centers? 

Ms:  Golden:  We  do  not  provide  "one-stop  shopping"  directly,  or  require  States  or 
grantees  to  do  so.  In  some  instances,  grantees  or  States  may,  on  their  own  initiative, 
co-locate  social  service  programs,  and  we  support  these  efforts.  In  addition,  Head  Start 
programs  provide  referral  and  support  to  Head  Start  families  needing  services  beyond 
those  offered  at  Head  Start  centers  as  a  regular  part  of  the  program.  Many  of  our 
programs  cooperate  and  collaborate  substantially  with  the  Departments  of  Labor  and 
Education  around  program  development  and  research  and  will  continue  to  do  so  to 
improve  service  across  all  of  our  programs. 

CHILD  CARE  INITIATIVE 

Mr.  Hoyer:  I  understand  that  there  is  some  concern  about  funding  for  the 
President's  child  care  initiative,  which  I  support,  because  there  is  already  Federal 
funding  available  for  child  care.  How  does  the  President's  child  care  program  proposal 
differ  from  the  funding  that  already  exists? 

Ms.  Golden:  The  1 996  welfare  reform  law,  under  which  child  care  funding  was 
increased  $4  billion  over  six  years,  is  helping  provide  child  care  to  families  moving 
from  welfare  to  work.  Those  child  care  funds  appropriated  in  1 996  replace  the  former 
welfare-related  child  care  programs  that  were  repealed  in  welfare  reform,  and  targets 
the  bulk  of  the  new  money  for  families  on  public  assistance,  transitioning  from  public 
assistance,  and  those  at  risk  of  becoming  eligible  for  public  assistance.  The  new  funds 
are  administered  along  with  child  care  for  low-income  working  families  (the  Child  Care 
and  Development  Block  Grant)  in  a  single  flexible  block  grant  subject  to  the  CCDBG 
and  administered  by  the  State  Lead  Agency  for  the  CCDBG.  The  1996  initiative 
requires  Lead  Agencies  to  expend  a  minimum  of  4%  of  the  total  funds  on  activities  to 
improve  the  quality  of  child  care. 
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In  contrast,  the  President's  recently  announced  child  care  initiative  is  directed  at 
helping  working  families  make  quality  choices  in  affordable  and  accessible  child  care 
through  a  combination  of  tax  credits  for  moderate-  and  middle-income  families  and 
increased  subsidies  for  low-income  working  families.  The  subsidy  part  of  the  initiative 
will  help  states  better  serve  more  families  who  need  such  subsidies  in  order  to  remain 
employed  and  avoid  being  subject  to  welfare. 

The  quality  part  of  the  initiative  —  the  Early  Learning  Fund,  the  Enforcement  Fund, 
and  the  Provider  Scholarship  Fund  —  will  benefit  all  families,  whether  or  not  receiving 
child  care,  by  providing  support  to  enhance  the  supply  of  quality  child  care  at  the 
community  level,  as  well  as  through  dedicating  quality  funds  specifically  for  improving 
State  regulatory  enforcement  and  upgrading  and  stabilizing  the  pool  of  quality  child 
care  providers. 

HEAD  START 

Mr.  Hoyer:  I  am  very  pleased  to  see  in  the  President's  budget  request  includes  a 
cost-of-living  increase  for  Head  Start  grantees  and  funds  to  increase  enrollment  by 
30,000  to  36,000  children  and  families,  including  10,000  children  and  families  in  the 
Early  Head  Start  program. 

However,  during  the  late  1980s  and  early  1990s  the  Head  Start  program  expanded 
extremely  rapidly  and  many  people,  including  myself,  developed  serious  concerns 
about  the  quality  of  the  program.  The  Congress  addressed  many  of  those  issues  in  the 
Reauthorization  Bill  of  1994,  and  your  Department  has  been  vigorous  in  enforcing 
quality  and  shutting  down  programs  that  can't  do  what  we  need  them  to  do  for  kids.  I 
believe  that  without  this  time  to  refocus  on  quality,  Head  Start  could  have  lost  -  and 
perhaps  should  have  lost  -  the  political  support  it  needs  to  continue  to  expand. 

What  steps  are  proposed  in  this  budget  to  maintain  and  improve  Head  Start  quality? 

Ms.  Golden:  This  budget  proposes  to  continue  the  important  set-asides  you  referred 
to  which  have  gone  a  long  way  to  improving  the  quality  of  local  Head  Start  programs. 
The  budget  proposes  to  award  all  grantees  a  cost-of-living  increase  so  that  staff  can  be 
given  salary  increases  which  pace  inflation  and  programs  can  offset  increases  in  such 
items  as  utilities,  rent,  supplies,  etc.  The  budget  also  proposes  a  continuation  of  the 
quality  improvement  set-aside.  These  funds  allow  grantees  to  make  real  investments  in 
quality.  Half  of  the  funds  are  used  to  increase  staff  salaries  and  benefits  so  that  Head 
Start  programs  can  offer  competitive  wages  to  attract  and  retain  qualified  staff.  Quality 
improvement  funds  are  also  used  to  allow  grantees  to  hire  needed  new  staff  such  as 
family  workers  who  work  with  Head  Start  parents  to  develop  and  implement  plans  for 
family  self-sufficiency.  Other  quality  funds  are  used  to  improve  facilities,  including 
playground  equipment,  to  improve  the  transportation  service  provided  by  programs, 
replacing,  for  example,  old  and  potentially  unsafe  vehicles  and  to  increase  the  number 
of  hours  of  operation  to  provide  full-day  full-year  services,  where  appropriate.  The  last 
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set-aside  which  helps  program  quality  is  the  two  percent  for  training  and  technical 
assistance.  These  funds  help  assure  that  grantees  can  receive  the  training  they  need  to 
provide  high  quality  comprehensive  services  and  any  technical  assistance  they  may 
need  to  correct  problems.  These  quality  investments,  particularly  coupled  with  our 
tough  approach  to  not  accepting  poor  performance,  have  significantly  improved  the 
quality  of  Head  Start  in  the  last  several  years. 

Mr.  Hoyer:  It  is  widely  acknowledged  by  educators,  policy  experts  and  social 
scientists  that  one  of  the  greatest  barriers  to  gainful  employment  by  low-income  parents 
is  availability  of  child  care  services.  As  you- know,  last  year  the  Committee  included 
language  in  its  report  encouraging  the  coordination  between  Job  Corps  and  Head  Start 
to  maximize  their  resources  and  to  better  serve  low-income  youth  and  their  children. 

What  has  the  Department  done  to  implement  the  language  and  develop  the  linkage? 

Ms.  Golden:  The  directors  of  the  Head  Start  Bureau  and  the  Job  Corps  have 
worked  together  to  develop  strategies  that  will  encourage  local  Head  Start  programs 
and  local  Job  Corps  sites  to  work  collaboratively.  Head  Start  programs  continue  to 
expand  enrollment  at  a  time  when  many  Job  Corps  trainees  face  the  need  for  child 
development  and  child  care  services  for  their  pre-school  children  who  have 
accompanied  the  trainees  to  Job  Corps  sites.  Information  will  be  provided  to  both  Head 
Start  programs  and  Job  Corps  site  operators  about  the  opportunities  they  have  to 
develop  local  collaborations. 

Mr.  Hoyer:  Does  the  Department  support  a  collaborative  partnership  with  the 
Department  of  Labor  that  would  co-locate  Head  Start  programs  in  child  care  facilities 
on  Job  Corps  campuses? 

Ms.  Golden:  We  are  supportive  of  such  arrangements  and  encourage  our  local 
Head  Start  grantees  to  develop  such  co-located  facilities  inn  instances  where  it  meets 
local  needs  and  priorities.  Our  competitive  announcements  on  Head  Start  expansion 
encourage  and  support  this  effort.  Examples  of  successful  collaboration  exist  in  Flint, 
Michigan  and  San  Diego,  California  where  a  local  Head  Start  program  provides 
services  to  trainees  in  a  newly  constructed  child  Care  facility  on  a  Job  Corps  campus. 
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HEAD  START 

Ms.  DeLauro:  How  many  Head  Start/Early  Head  Start  grantees  were  there  in 
FY  1992  and  in  FY  1997? 

Ms.  Golden:  In  fiscal  year  1992  there  were  1,370  Head  Start  grantees.  The  Early 
Head  Start  program  did  not  begin  to  award  grants  until  fiscal  year  1995.  By  fiscal  year 
1997  there  were  1,456  agencies  that  received  a  Head  Start  grant,  an  Early  Head  Start 
grant  or  both. 

Ms.  DeLauro:  How  many  children  and  families  did  they  serve  in  FY  1992  and  in 
FY  1997? 

Ms.  Golden:  In  FY  1992  Head  Start  served  621,078  children  and  their  families.  In 
FY  1997,  793,809  Head  Start  and  Early  Head  Start  children  and  their  families  received 
services  from  Head  Start. 

Ms.  DeLauro:  How  many  staff  did  these  grantees  employ  in  FY  1992  and  in 
FY  1997? 

Ms.  Golden:  Grantees  reported  that  they  employed  approximately  109,400  staff 
members  in  FY  1992  and  155,300  staff  members  in  FY  1997. 

Ms.  DeLauro:  How  many  FTE  were  employed  in  the  Head  Start  Bureau  in 
Washington,  DC  and  in  the  regional  offices,  in  overseeing  the  Head  Start/Early  Head 
Start  program  in  FY  1992? 

Ms.  Golden:  We  estimate  that  there  were  approximately  310  FTE  employed  in  the 
Head  Start  Bureau  and  in  the  regional  offices  in  FY  1992. 

Ms.  DeLauro:  In  FY  1997? 

Ms.  Golden:  In  FY  1997,  there  were  300  FTE  in  the  Head  Start  Bureau  and  in  the 
regional  offices.  Of  the  current  FTE,  240  are  in  regional  offices  and  60  are  in  the  Head 
Start  Bureau.  Thirty-five  of  the  Bureau  FTE  are  national  staff  and  25  support  programs 
to  American  Indians  and  Migrant  grantees. 

Ms.  DeLauro:  How  many  children  and  families  do  you  anticipate  adding  to  the 
program  in  FY  1998? 

Ms.  Golden:  Head  Start's  FY  1997  enrollment  was  approximately  794,000  children. 
The  FY  1998  increase  in  enrollment  is  estimated  at  36,000  children,  resulting  in  a  total 
enrollment  of  approximately  830,000. 
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Ms.  DeLauro:  How  many  would  be  added  in  FY  1999  if  the  program  is  funded  at 
the  level  requested  in  the  President's  budget? 

Ms.  Golden:  The  President's  requested  FY  1999  funding  level  for  Head  Start  will 
increase  enrollment  by  30,000  -  36,000  additional  children. 

Ms.  DeLauro:  What  is  your  best  estimate  of  the  number  of  new  grantees  which  will 
receive  Head  Start/Early  Head  Start  funds  for  the  first  time  in  FY  1998? 

Ms.  Golden:  We  estimate  that  in  FY  1998  approximately  225  agencies  will  receive 
an  Early  Head  Start  grant  for  the  first  time  and  that  approximately  ten  agencies  will 
receive  a  Head  Start  grant  for  the  first  time. 

Ms.  DeLauro:  In  FY  1999? 

Ms.  Golden:  We  estimate  that  in  FY  1999  approximately  80  agencies  will  receive  an 
Early  Head  Start  grant  for  the  first  time  and  that  approximately  ten  agencies  will  receive  a 
Head  Start  grant  for  the  first  time. 

Ms.  DeLauro:  What  is  your  best  estimate  of  the  number  of  existing  grantees  which 
will  receive  funds  to  expand  existing  programs  to  serve  more  children  and  families  in 
FY  1998? 

Ms.  Golden:  In  FY  1998,  we  estimate  that  400-450  current  Head  Start  grantees  will 
be  given  expansion  funding. 

Ms.  DeLauro:  In  FY  1999? 

Ms.  Golden:  In  FY  1999,  we  estimate  that  250  current  Head  Start  grantees  will  be 
given  expansion  funding. 

Ms.  DeLauro:  How  are  oversight  responsibilities,  including  administering  the 
program,  evaluating  grant  applications  and  making  awards,  providing  training  and 
technical  assistance  and  monitoring  program  quality  divided  between  the  DC  and 
Regional  Offices? 

Ms.  Golden:  The  Head  Start  Bureau  is  located  within  the  Administration  on 
Children,  Youth  and  Families,  a  part  of  the  Administration  for  Children  and  Families 
(ACF).  The  Bureau  provides  leadership  and  direction  to  the  Head  Start  program 
nationally.  It  sets  policies,  participates  in  the  design  and  implementation  of  major 
research  evaluation,  research  and  demonstration  efforts.  The  Bureau  determines  budget 
policy  regarding  the  use  of  new  funds  and  the  expansion  of  the  program.  The  Bureau 
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directly  manages  some  $300  million  in  grants  for  local  Head  Start  projects  that  serve 
Indian  and  migrant  farmworker  communities.  The  Bureau  works  closely  with  ACF 
Regional  Offices  in  helping  to  resolve  issues  that  arise  in  their  management  of  local 
programs. 

The  ten  ACF  regional  offices  are  responsible  for  the  award  and  oversight  of  more 
than  1300  grants  throughout  the  country  to  operate  Head  Start  projects.  The  regional 
offices  have  the  responsibility  for  funding  Head  Start  grantees  and  thus  review  each 
grantee's  refunding  application  to  be  sure  it  is  a  well  conceived,  cost  effective  proposal. 
Quality  is  assured  through  on-site  monitoring  visits  to  all  Head  Start  grantees,  at  least 
once  every  three  years.  In  addition  to  oversight,  regional  offices  play  a  key  role  in 
supporting  and  assisting  local  projects. 

Head  Start's  statutory  set-aside  for  training  and  technical  assistance,  equalling 
$86  million  in  FY  1998,  provides  critical  resources  that  support  local  Head  Start 
programs  and  help  maintain  program  quality.  Half  of  this  amount  is  awarded  directly  to 
local  Head  Start  programs  and  used  for  teacher  training  and  other  purposes. 
Approximately  $30  million  of  the  balance  is  used  to  fund  a  network  of  28  "Quality 
Improvement  Center"  grants  to  Universities  and  other  institutions.  These  projects  work 
closely  with  local  Head  Start  programs  and  are  managed  through  a  partnership  involving 
both  the  Head  Start  Bureau  and  the  ACF  Regional  Offices,  plus  representatives  of  local 
Head  Start  grantees.  Through  the  T/TA  system  a  cadre  of  experts  and  specialists  aid  local 
Head  Start  grantees. 

A  major  effort  is  made  to  periodically  monitor  each  local  Head  Start  program. 
Teams  led  by  Federal  staff  from  the  ACF  regions  and  the  Head  Start  Bureau  assure  that 
programs  comply  with  Head  Start  Performance  Standards.  The  review  teams  are  made 
up  of  non-Federal  experts  in  the  various  fields  related  to  early  childhood  programs 
including  many  peers  from  other  Head  Start  programs. 

In  the  review  of  competitive  grant  applications,  ACF  also  relies  on  experts  and  peers 
reviewers  to  help  assess  and  critique  proposals. 

Ms.  DeLauro:  When  funds  are  appropriated  to  expand  the  Head  Start  and  Early 
Head  Start  programs,  how  are  they  awarded  to  grantees? 

Ms.  Golden:  All  expansion  funding  for  Head  Start  and  Early  Head  Start  are  awarded 
through  competitive  processes.  The  Head  Start  Act  specifies  the  amounts  available  for 
Early  Head  Start  and  requires  that  funds  be  awarded  competitively  to  local  public  and 
private  non-profit  organizations.  In  the  case  of  Head  Start,  because  most  unserved 
children  live  in  communities  with  existing  Head  Start  programs,  the  competition  has  been 
open  to  all  current  Head  Start  grantees.  In  addition,  a  small  portion  of  the  Head  Start 
expansion  funds  have  been  awarded  to  initiate  services  in  the  relatively  few  areas  in  the 
country  that  are  not  served  by  Head  Start.  This  competition  has  been  open  to  any  local 
private  non-profit  and  public  agency,  including  Head  Start  grantees. 
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Ms.  DeLauro:  Are  all  competitions  national  in  scope? 

Ms.  Golden:  In  the  case  of  Head  Start,  applicants  were  competing  against  other 
applicants  from  the  same  State  for  a  specific  pool  of  money.  In  the  case  of  Early  Head 
Start,  most  competitions  have  been  national  in  scope,  where  applicants  were  competing 
against  all  other  applicants  in  the  country.  However,  in  communities  where  there 
formerly  was  a  Parent  and  Child  Center  program,  the  Early  Head  Start  competition  was 
conducted  locally  so  that  applicants  were  competing  only  against  other  applicants 
proposing  to  serve  the  same  community.  This  was  done  to  help  insure  continuity  of 
services  in  these  communities  which  had  Parent  and  Child  Center  programs  for  up  to 
thirty  years. 

Ms.  DeLauro:  I  understand  that  when  RFPs  are  received,  they  are  reviewed  by 
evaluation  panels.  What  is  the  composition  of  these  panels? 

Ms.  Golden:  When  applications  are  received  in  response  to  RFPs,  they  are  reviewed 
by  panels  composed  of  persons  from  across  the  country  with  experience  in  the  subject 
areas  covered  in  the  RFP.  Reviewers  include  a  diverse  pool  of  specialists  drawn  from  the 
early  childhood  field  whose  credentials  are  reviewed  in  advance  by  federal  staff 
members. 

Ms.  DeLauro:  What  percentage  of  reviewers  are  employees  of  the  Head  Start 
Bureau,  ACF,  or  DHHS? 

Ms.  Golden:  While  federal  staff  members  serve  in  non-voting  capacities  as  panel 
chairpersons  or  assist  in  managing  the  review  process,  under  five  percent  of  voting 
reviewers  are  from  the  Head  Start  Bureau,  ACF  or  DHHS. 

Ms.  DeLauro:  What  percentage  are  non-governmental  peer  reviewers? 

Ms.  Golden:  Over  95  percent  of  all  reviewers  come  from  outside  of  the  Federal 
government. 

Ms.  DeLauro:  Do  Head  Start  grantees  receive  priority  consideration  in  competition 
for  Early  Head  Start  funds? 

Ms.  Golden:  The  Head  Start  Act  requires  an  open  competition  for  the  award  of  new 
Early  Head  Start  programs.  No  priority  consideration  is  given  to  current  Head  Start 
grantees  in  the  competition  for  Early  Head  Start  funds.  They  must  follow  the  same 
application  procedures  followed  by  other  organizations  and  are  subject  to  the  same 
review  process. 

Ms.  DeLauro:  How  are  panels  composed  to  ensure  that  awards  are  made  to  the 
highest  quality  applicants? 
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Ms.  Golden:  Panels  are  composed  of  persons  from  across  the  country  who  are 
knowledgeable  in  the  field  of  infant/toddler  programming,  including  program  directors, 
specialists,  consultants,  and  academicians.  Head  Start  Bureau  staff  review  the  resumes  of 
potential  panelists  to  ensure  that  they  possess  the  qualifications  necessary  to  make  these 
critical  judgements.  In  addition,  Bureau  staff  conduct  intensive  training  sessions  for 
panel  chairs  and  reviewers  before  they  evaluate  any  applications.  The  criteria  developed 
for  the  panels  to  use  in  scoring  applications  are  weighted  to  help  ensure  that  applications 
which  set  forth  programs  of  the  highest  quality  are  among  the  top-scoring  proposals. 

Ms.  DeLauro:  How  many  applications  did  you  receive  in  response  to  the  last  Early 
Head  Start  RFP? 

Ms.  Golden:  Over  650  applications  were  received  in  response  to  the  Early  Head 
Start  RFP  issued  in  FY  1997. 

Ms.  DeLauro:  How  many  were  funded? 

Ms.  Golden:  In  September  of  1997,  32  new  grants  were  awarded  for  Early  Head 
Start  programs.  Approximately  120  additional  grants  will  be  awarded  by  May  1,  1998. 

Ms.  DeLauro:  How  many  Department  FTE  were  needed  in  FY  1997  to  review  and 
evaluate  Early  Head  Start  grant  applications? 

Ms.  Golden:  Eighteen  employees  from  the  Head  Start  Bureau  and  ACF  regional 
offices  managed  the  review  process  for  FY  1997  over  a  period  of  several  months.  This 
would  equate  to  three  or  four  FTE. 

Ms.  DeLauro:  How  many  contract/non-Department  employees  were  hired  for  these 
reviews? 

Ms  Golden:  Early  Head  Start  grant  applications  from  the  FY  1997  RFP  were 
reviewed  during  a  two-week  period  by  approximately  250  peer  reviewers  drawn  from 
outside  of  the  Federal  Government.  Eighteen  employees  from  the  Head  Start  Bureau 
managed  the  process.  There  was  logistics  assistance  from  a  contractor. 

Ms.  DeLauro:  I  understand  that  rather  than  issuing  a  request  for  proposals  each  year 
that  new  Early  Head  Start  funding  is  available,  the  Bureau  has  issued  RFPs  once  and  used 
the  resulting  grant  applications  as  a  pool  for  consideration  in  the  following  two  years.  I 
believe  you  have  done  this  twice.  However,  when  the  RFP  is  announced,  the  Bureau  has 
not  announced  that  no  new  applications  for  funding  will  be  accepted  the  subsequent  year. 
Why  has  the  Bureau  handled  the  application  process  this  way? 

Ms.  Golden:  In  FY  1997,  the  Head  Start  Bureau  published  an  announcement  in  the 
Federal  Register  soliciting  applications  for  new  Early  Head  Start  funding.  In  that 
announcement,  the  Bureau  indicated  that,  subject  to  the  appropriation  of  additional  Early 
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Head  Start  funds  and  subject  to  receiving  a  sufficient  number  of  quality  proposals,  we 
would  consider  awarding  a  portion  of  the  proposed  FY  1998  increase  in  Early  Head  Start 
using  the  FY  1997  competitive  process  as  the  basis  for  making  those  awards.  This  was 
done  because  a  provision  in  the  Head  Start  Act  assured  that  funding  for  Early  Head  Start 
would  increase  in  FY  1998.  In  FY  1997,  we  received  over  650  proposals  for  Early  Head 
Start  funding,  many  of  them  of  high  quality.  For  this  reason  we  decided,  as  noted  in  the 
FY  1997  announcement,  to  use  a  portion  of  the  FY  1998  Early  Head  Start  increase  to 
fund  some  of  these  high  quality  proposals  that  could  not  be  funded  with  the  funds 
available  in  FY  1997. 

A  new  FY  1998  request  for  proposals  has  just  been  published  in  the  Federal  Register 
and  will  be  used  to  award  the  balance  of  the  FY  1 998  funding  increase.  We  expect  to 
award  approximately  $70  million  through  this  announcement,  so  that  agencies  which  did 
not  receive  funding  for  an  Early  Head  Start  grant  in  FY  1997  will  be  given  another 
opportunity  to  apply  for  funding  in  FY  1998. 

Ms.  DeLauro:  Do  you  believe  this  fully  meets  the  intent  of  the  authorizing 
legislation  to  promote  the  maximum  possible  levels  of  quality  and  competition? 

Ms.  Golden:  Yes,  we  believe  it  does  provide  for  full  and  open  competition  and  high 
quality  programs,  goals  we  share  with  the  Congress.  We  chose  to  use  some  of  the  FY 
1998  Early  Head  Start  increase  to  fund  additional  proposals  received  under  the  FY  1997 
competitive  process  because  there  were  so  many  applications  of  very  high  quality  that  we 
were  unable  to  fund  in  FY  1 997  with  the  funds  available  that  year.  Our  approach  will 
allow  services  to  get  underway  more  quickly  and  avoid  the  need  for  applicants  that 
submitted  high  quality  proposals  to  unnecessarily  apply  again.  Agencies  which,  for 
various  reasons,  chose  not  to  apply  under  last  year's  announcement  will  get  another 
opportunity  to  submit  a  proposal  for  Early  Head  Start  and  we  are  this  year,  as  noted 
above,  making  available  approximately  $70  million  in  new  funds  this  year  for  another 
Early  Head  Start  competition. 

Ms.  DeLauro:  How  is  training  and  technical  assistance  provided  to  Head  Start 
Grantees? 

Ms.  Golden:  Approximately  half  of  the  training  and  technical  assistance  (T/TA) 
funds  are  awarded  directly  to  grantees  who  decide  what  T/TA  best  meets  their  needs. 
The  major  portion  of  the  remaining  half  is  used  to  provide  support  to  various 
organizations  which  work  with  local  Head  Start  grantees.  The  majority  of  these  funds  are 
awarded  to  Head  Start  Quality  Improvement  Centers  (QICs)  which  form  a  regionally 
based  system,  composed  of  institutions  and  organizations  whose  common  purpose  is  to 
work  with  local  Head  Start  programs  through  training  and  technical  assistance  (T/TA)  to 
enable  them  to  deliver  effective  programs  that  meet  Head  Start  Program  Performance 
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Standards.  QICs  work  with  Head  Start  programs  to  enable  them  to  better  identify  and 
effectively  access  a  wide  variety  of  resources  available  to  the  programs,  both  within  and 
outside  Head  Start,  and,  to  integrate  all  of  the  component  resources  available  to  a  Head 
Start  program  so  as  to  enhance  and  reinforce  a  comprehensive  approach  to  families  and 
children. 

Ms.  DeLauro:  How  are  poor  performing  grantees  identified? 

Ms.  Golden:  At  least  once  every  three  years  all  Head  Start  grantees  are  visited  on- 
site,  by  a  team  of  reviewers,  including  Federal  staff,  to  determine  the  extent  to  which  the 
grantee  is  providing  the  types  and  level  of  services  required  of  all  Head  Start  programs. 
Grantees  are  identified  as  poorly  performing  when  there  are  significant,  systemic 
performance  issues  identified  during  an  on-site  monitoring  review  of  the  Head  Start 
program.  In  addition  to  periodic  monitoring  visits,  poor  performance  is  also  identified 
through  audit  reports,  the  annual  grant  refunding  process,  a  grantee  self-assessment,  other 
on-site  visits  and  information  from  the  public. 

Ms.  DeLauro:  What  support  is  provided  to  Head  Start  programs  which  are  growing 
rapidly  and  may  need  assistance  developing  new  management  systems? 

Ms.  Golden:  The  network  of  training  and  technical  assistance  (T/TA)  providers,  the 
Quality  Improvement  Centers,  organize  and  structure  T/TA  activities  in  response  to 
emerging  priorities  related  to  rapid  growth  and  change.  To  achieve  maximum 
coordination,  efficiency  and  effectiveness,  each  region  sponsors  a  Regional  Coordinating 
Council  comprised  of  various  stakeholders,  such  as  ACF  Regional  Office  staff,  the 
Federal  Project  Officer  from  the  Head  Start  Bureau,  State  collaboration  grantees,  State 
Head  Start  Association  representatives  and  other  T/TA  providers  in  Child  Care,  early 
childhood  education,  health,  family  development,  community  development  and  program 
planning. 

Ms.  DeLauro:  Can  any  Head  Start  program  request  assistance  at  any  time? 

Ms.  Golden:  Head  Start  programs  can  request  assistance  at  any  time.  Depending  on 
the  nature  of  the  request,  a  response  will  be  immediate  or  will  be  folded  into  the  larger 
needs  assessment  process  to  allow  for  a  planned  and  coordinated  response. 

Ms.  DeLauro:  I  understand  that  when  the  current  multi-year  Early  Head  Start 
training  and  technical  assistance  contract  was  let,  it  anticipated  a  much  smaller  number  of 
grantees  than  are  currently  receiving  grants  and  requiring  support.  How  is  training  and 
technical  assistance  provided  to  Early  Head  Start  grantees? 

Ms.  Golden:  The  current  multi-year  Early  Head  Start  training  and  technical 
assistance  contract  was  modified  to  address  the  expanding  number  of  EHS  grantees. 
Additional  funding  was  provided  to  increase  the  consultant  pool  of  specialists  who 
provide  on-site  training  and  technical  assistance  to  Early  Head  Start  grantees.  The 
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modification  included  additional  orientation  sessions,  Infant/Toddler  Intensives,  annual 
Infant/Toddler  Institutes  and  provision  for  working  with  the  regionally  based  Quality 
Improvement  Centers  (QICs).  The  QIC  Infant/Family  network  of  Specialists  in  Infant 
Toddler  care,  collaborate  with  the  Early  Head  Start-National  Resource  Contract  (EHS- 
NRC)  and  other  National  Contractors  to  enhance  and  reinforce  a  comprehensive  approach 
to  meeting  the  multiple  needs  of  the  newly  funded  Early  Head  Start  grantees.  They 
participate  in  State  and  regional  networks  for  exchange  of  models,  strategies  and 
materials  on  partnership  approaches  to  delivering  high  quality,  comprehensive  early 
childhood  services  among  and  across  Head  Start  grantees.  They  also  provide  assistance 
to  EHS  programs  to  identify  and  assess  a  wide  variety  of  resources  available  in 
communities  including  the  Child  Development  Associate  (CDA)  Certification. 
Assistance  is  provided  to  grantee  and  delegate  agencies  to  locate  staff  training  with 
academic  credit,  as  feasible,  to  help  ensure  qualified  staff  as  defined  in  the  Head  Start 
Program  Performance  Standards,  including  teachers  of  infants  and  toddlers,  and  teachers 
of  preschool  age  children. 

Ms.  DeLauro:  How  has  that  contract  been  modified,  or  other  systems  put  in  place,  to 
reflect  the  growth  in  the  program? 

Ms.  Golden:  The  current  multi-year  Early  Head  Start  training  and  technical 
assistance  contract  was  modified  to  address  the  expanding  number  of  EHS  grantees.  The 
modification  involved  a  considerable  funding  increase  to  provide  additional  orientation 
sessions,  Infant/Toddler  Intensives,  annual  Infant/Toddler  Institutes  and  provision  for 
working  with  the  regionally  based  Quality  Improvement  Centers. 

Ms.  DeLauro:  How  are  poor  performing  grantees  identified? 

Ms.  Golden:  Poor  performing  grantees  are  identified  through  the  conduct  of 
comprehensive  Federal  on-site  monitoring  reviews.  Each  program  is  monitored  at  least 
once  every  three  years.  ACF  Regional  Offices  and  the  training  and  technical  assistance 
system  assist  deficient  grantees  in  developing  and  implementing  Quality  Improvement 
Plans  (QIPs).  Problems  must  be  corrected  in  one  year  or  less.  A  follow  up  review 
determines  whether  the  deficiencies  have  been  resolved.  If  not,  the  grant  is  terminated 
and  the  process  of  selecting  a  new  sponsor  that  can  continue  services  in  the  community  is 
begun. 

Ms.  DeLauro:  What  support  is  provided  to  Early  Head  Start  grantees  to  help  them 
meet  performance  standards? 

Ms.  Golden:  The  Head  Start  T/TA  network  of  Quality  Improvement  Centers 
provides  on-site  T/TA  services  to  Early  Head  Start  grantees  in  response  to  needs 
emerging  from  a  local  needs  assessment  process.  The  national  Early  Head  Start  T\TA 
center  provides  specialized  training.  Regional  training  workshops  and  institutes  for 
grantees  on  Head  Start-specific  topics  and  other  topics  are  determined  by  need  and 
include  fiscal  management,  management  training,  strategic  long-range  planning, 
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communication  systems,  organizational  structure,  systems  theory  and  program  self- 
assessment  as  well  as  orientation  for  new  directors  and  coordinators.  Training  is  also 
provided  in  child  health,  child  development,  program  design  and  management,  family 
and  community  partnerships  and  implementation  of  the  Head  Start  Performance 
Standards. 

Ms.  DeLauro:  I  understand  that  each  Head  Start  grantee  is  assigned  a  "program 
specialist"  in  a  Regional  Office.  That  program  specialist  is  responsible  for  managing  the 
triennial  review  team  which  evaluates  Head  Start  programs  and  for  serving  as  a  liaison 
between  the  oversight  agency  and  the  program.  How  many  program  specialists  are  there? 

Ms.  Golden:  There  are  163  program  specialists  in  Regional  Offices  and  in  the 
American  Indian  and  Migrant  Program  Branches  in  the  Head  Start  Bureau  in 
Washington. 

Ms.  DeLauro:  What  qualifications  and  knowledge  of  Head  Start  must  be 
demonstrated  to  fill  this  position? 

Ms.  Golden:  Qualifications  of  the  individuals  filling  these  positions  vary.  Current 
staff  range  from  those  who  were  hired  from  outside  of  the  government,  including  some 
with  experience  in  local  Head  Start  grantees,  to  those  who  have  experience  in  other 
programs  within  the  Administration  for  Children  and  Families  or  other  government 
agencies.  In  general,  program  specialists  are  individuals  with  an  academic  background  in 
human  or  social  services  or  early  childhood  education.  Program  specialists  have  a 
working  knowledge  of  Head  Start  and/or  other  early  childhood  programs,  including  child 
care.  Skills  that  are  necessary  to  function  as  a  program  specialist  include  analytic  and 
writing  ability  and  skills  in  negotiation,  communication,  and  in  group  facilitation. 
Leadership  ability,  management  and  organizational  development,  child  development, 
understanding  family  and  community  services,  and  understanding  of  financial 
management  and  computer  skills  are  also  important.  On-  the-job  training  is  provided  for 
new  program  specialists  who  acquire  a  good  working  knowledge  of  content  and  issues 
related  to  Head  Start  programs  before  they  undertake  responsibilities  for  reviewing  and 
overseeing  programs. 

Ms.  DeLauro:  What  is  the  average  "caseload"  for  a  program  specialist? 

Ms.  Golden:  The  average  "caseload"  for  program  specialists  in  all  regions  and  in  the 
American  Indian  and  Migrant  Programs  Branches  in  Washington  is  10-12  grantees. 

Ms.  DeLauro:  How  many  programs  does  he/she  oversee? 

Ms.  Golden:  Actual  assignments  vary  widely  depending  on  the  knowledge  and 
skills  of  individuals  within  each  region  with  the  average  being  approximately  10-12 
programs.  New  specialists  have  limited  case  loads  with  more  supervision,  while  more 
experienced  specialists  have  larger  caseloads. 
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Ms.  DeLauro:  How  many  additional  children  and  families  were  served  in  FY  1997 
compared  to  FY  1992? 

Ms.  Golden:  In  FY  1992,  the  number  of  children  served  by  Head  Start  was  621,078. 
In  FY  1997,  Head  Start  enrollment  had  increase  to  793,809,  for  an  increase  of  28  percent 
over  a  four  year  period. 

Ms.  DeLauro:  How  has  the  number  of  program  specialists  overseeing  these  grantees 
changed  over  this  time? 

Ms.  Golden:  The  number  of  program  specialists  working  with  Head  Start  grantees 
has  also  increased  over  this  time  period  from  1 16  to  163.  There  are  several  reasons  for 
the  increase  in  program  specialists.  Many  regions  have  restructured  their  Head  Start  staff 
combining  both  program  and  financial  management  functions.  This  has  enabled  those 
regions  to  lower  the  grantee  caseload  of  staff.  In  addition,  Head  Start  is  considered  to  be 
a  high  priority  and  we  have  moved  staff  from  other  programs  within  ACF  to  Head  Start 
to  address  the  workload  demands  of  this  program. 

Ms.  DeLauro:  What  percentage  of  the  typical  program  specialist's  time  is  occupied 
with  preparing  for,  performing,  and  writing  follow-up  reports  from  triennial  reviews? 

Ms.  Golden:  Because  most  grantees  operate  for  eight  to  ten  months  of  the  year,  most 
Head  Start  reviews  occur  between  November  and  May  of  each  fiscal  year.  It  is  estimated 
that  the  tasks  of  preparing  for,  performing  and  writing  follow-up  reports  from  reviews 
involve  approximately  30  percent  of  each  program  specialists  total  responsibility  within 
the  regional  office.  During  the  "review  season",  program  specialists  spend  the  majority 
of  their  time  performing  these  functions. 

Ms.  DeLauro:  What  other  responsibilities  do  program  specialists  have? 

Ms.  Golden:  Other  responsibilities  of  program  specialists  include: 

•  All  tasks  associated  with  awarding  grants,  including  negotiating  the  basic 
grant  as  well  as  supplements  for  COLA  and  quality,  letters  associated  with 
grant  awards,  and  maintenance  of  the  official  grant  file; 

•  On-going  communication/monitoring  of  grantees  including  financial 
management  reports  and  other  reports  from  grantees; 

•  On-going  technical  assistance  to  grantees; 

•  Promoting  collaborations  and  partnerships  within  grantee  communities. 

•  Special  initiatives  within  the  regional  office. 


878 


In  addition,  there  may  be  special  activities  that  require  an  intensive  effort.  These 
include  tasks  associated  with  replacing  grantees  that  have  been  terminated  or  that  have 
voluntarily  relinquished  their  grant;  negotiating  and  awarding  funds  for  purchasing  or 
construction  of  a  facility;  and  negotiating  and  awarding  expansion  funds. 

Ms.  DeLauro:  How  often  does  the  typical  program  specialist  visit  his  or  her  Head 
Start  programs  in  between  triennial  reviews? 

Ms.  Golden:  Regional  staff  generally  do  not  visit  programs  between  the  triennial 
reviews  on  a  regular  schedule.  However,  in  those  situations  where  there  are  concerns 
about  the  quality  of  the  grantee's  program,  staff  will  typically  make  one  or  more  visits 
until  they  are  assured  that  the  program  is  operating  in  an  acceptable  manner. 

Ms.  DeLauro:  Do  typical  program  specialists  have  the  opportunity  to  get  to  know 
their  programs  between  reviews,  and  to  serve  as  a  resource  for  program  improvement  in 
between  triennial  program  inspections? 

Ms.  Golden:  Head  Start  program  specialists  frequently  attend  training  and  other 
meetings  where  grantees  are  also  present  as  well  as  staying  in  frequent  phone  contact 
with  their  assigned  programs.  They  communicate  with  grantees  during  the  annual  grant 
refunding  process,  review  written  materials  and  reports  and  grantee  representatives  may 
visit  them  in  their  regional  Federal  offices.  This  helps  assure  that  specialists  stay 
knowledgeable  and  current  about  all  aspects  of  the  programs  for  which  they  have 
responsibility. 

Ms.  DeLauro:  What  barriers  limit  program  specialists  ability  to  increase  their 
interaction  with  their  assigned  programs(restricted  travel  budget,  triennial  review 
caseload,  program  culture,  etc)? 

Ms.  Golden:  Section  640(a)(2)(D)  of  the  Head  Start  Act  authorizes  ACF  to  use 
funds  appropriated  for  the  Head  Start  program  to  pay  for  the  travel  costs  of  Federal  staff 
to  conduct  "reviews  of  Head  Start  agencies  and  programs  ...  and  (for)  activities  related  to 
the  development  and  implementation  of  quality  improvement  plans."  (as  opposed  to  more 
restricted  Departmental  salary  and  expense  funds).  The  ability  to  use  Head  Start  funds  in 
this  manner  has  greatly  facilitated  the  ability  of  Federal  staff  to  monitor  grantees  once 
over  a  three  year  period.  Federal  staff  have  also  been  able  to  address  follow-up  issues 
when  the  grantee  has  been  required  to  implement  a  quality  improvement  plan. 

Travel  to  grantees  for  other  purposes  has  been  more  restricted  in  recent  years. 
Interactions  with  the  grantee  in  the  intervening  years  is  through  telephone  conversations 
and/or  visits  the  grantee  makes  to  the  Regional  Office  or  to  conferences  in  the  same  city 
as  the  Regional  Office. 
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Ms.  DeLauro:  I  understand  that  if,  during  a  triennial  review,  a  program  is  found  to 
be  deficient,  it  has  only  one  year  from  receipt  of  its  written  evaluation  to  improve  or  its 
grant  will  be  recompeted.  I  also  understand  that  in  some  cases,  program  specialists  have 
such  a  full  schedule  of  reviews  to  conduct  that  has  taken  as  long  as  a  year  after  a  triennial 
review  for  the  written  evaluation  to  be  completed  and  sent  to  the  grantee.  What 
mechanism  does  the  Head  Start  Bureau  have  for  monitoring  program  specialists 
caseloads  and  the  timeliness  of  review  feedback? 

Ms.  Golden:  ACF  continues  to  focus  on  assuring  timely  report  writing  following 
reviews.  We  believe  it  is  important  to  get  information  from  the  review  back  to  the 
grantee  as  soon  as  possible.  The  national  goal  is  to  respond  within  45  days  following  the 
review.  The  language  in  the  Head  Start  Act  regarding  deficiencies  and  the  need  for  the 
grantee  to  take  corrective  action  within  one  year  of  notification  has  made  prompt  grantee 
notification  even  more  important.  Priority  is  given  to  programs  when  serious  performance 
problems  are  identified. 

Some  of  the  steps  that  ACF  is  taking  to  address  timeliness  of  review  reports  include 
streamlining  the  review  process  to  focus  on  the  most  significant  issues  within  grantee 
performance,  revising  the  report  format  to  address  the  most  significant  issues, 
encouraging  the  use  of  automation  to  enable  review  reports  to  be  developed  in  a  form  that 
can  be  more  easily  used  by  Federal  staff  to  develop  the  report  and  continuing  efforts  to 
encourage  Regions  to  issue  reports  as  soon  after  the  review  as  possible. 

Ms.  DeLauro:  Will  Early  Head  Start  programs  be  overseen  by  the  same  program 
specialists  who  oversee  Head  Start  programs? 

Ms.  Golden:  With  the  exception  of  the  1 7  Early  Head  Start  grantees  that  are 
research  sites,  the  Head  Start  Bureau  is  in  the  process  of  transferring  the  oversight  of  the 
Early  Head  Start  grants  to  the  regional  offices.  Generally,  the  Early  Head  Start  grants  are 
assigned  to  the  same  program  specialist  who  is  managing  the  grantee's  HS  grant. 

Ms.  DeLauro:  What  level  of  expertise  and  knowledge  do  regional  personnel  have 
regarding  programs  for  babies  and  toddlers,  as  opposed  to  preschoolers? 

Ms.  Golden:  Regional  personnel  often  have  many  years  of  experience  in  working 
with  local  Head  Start  programs.  ACF  is  working  to  provide  its  staff  with  more 
information  and  knowledge  about  the  infant  and  toddler  age  field  so  they  can  be  more 
effective  in  carrying  out  their  primary  responsibilities  related  to  grant  award  and 
oversight.  We  will,  among  other  activities,  offer  infant  and  toddler  training  and  seminars 
especially  targeted  to  enhance  the  knowledge  base  for  regional  staff. 

Each  regional  office  has  identified  a  staff  person  as  the  lead  infantYtoddler  specialist. 
These  specialists  have  been  receiving  special  training  on  infantUoddler  development  and 
programming  from  West  ED,  a  contractor  for  the  past  two  years.  Each  person  is  being 
certified  to  be  an  infantUoddler  trainer  and  has  the  responsibility  of  training  other  regional 
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office  staff.  The  Head  Start  Bureau  is  providing  on-going  support  and  training  to  the 
regions  on  infant\toddler  issues  though  various  technologies.  The  extensive  regional 
Head  Start  T/TA  network  also  provide  training  on  infant\toddler  issues  to  regional  office 
staff,  as  well  as  to  grantees. 

Ms.  DeLauro:  Will  you  seek  to  hire  new  personnel  with  this  expertise  to  assist  the 
regional  offices  in  their  oversight  responsibilities? 

Ms.  Golden:  We  do  not  plan  to  hire  new  personnel  in  FY  1998.  We  expect,  instead, 
to  utilize  the  services  of  infant  and  toddler  experts  to  assist  Regional  personnel  in 
expanding  their  skills  and  knowledge  of  Early  Head  Start.  At  the  level  of  salary  and 
expense  funds  we  have  requested  in  FY  1999,  we  would  have  some  ability  to  hire  new 
staff  from  outside  the  agency  in  case  there  were  urgent  needs  that  could  not  otherwise  be 
met. 

Ms.  DeLauro:  If  not,  what  training  will  be  provided  to  program  specialists  to  give 
them  the  expertise  needed  to  evaluate  programs  for  infants  and  toddlers  rather  than 
preschoolers? 

Ms.  Golden:  The  EHS  liaison  from  each  region  has  attended  intensive 
infant/toddler  training  offered  by  West  ED  (noted  experts  in  the  field  of  infant/toddler 
care).  Each  EHS  liaison  as  a  result  of  the  "intensive"  training  will  become  accredited  as 
an  infant/toddler  trainer.  Once  the  EHS  liaison  achieves  accreditation,  they  are  then 
required  to  provide  training  for  all  regional  office  HS  staff.  In  addition,  Head  Start  is  able 
to  obtain  the  services  of  experts  in  child  development  and  other  professional  areas 
through  the  use  of  contracts  and  training  and  technical  assistance  grants. 

Ms.  DeLauro:  The  Head  Start  Association  has  proposed  that  current  Head  Start 
grantees  which  currently  serve  preschoolers  be  allowed  to  apply  to  use  some  of  their 
funds  to  serve  infants  and  toddlers  if  their  community  needs  assessment  demonstrates  a 
shortage  of  infant  and  toddler  care,  and  if  the  program  demonstrates  its  ability  to  serve 
infants  and  toddlers.  How  would  the  Head  Start  Bureau  evaluate  the  capacity  of  a 
preschool  program  to  serve  infants  and  toddlers? 

Ms.  Golden:  Because  quality  care  is  so  critical  in  serving  very  young  children,  we 
think  Congress  made  a  wise  choice  in  establishing  Early  Head  Start  programs  that  are 
selected  competitively.  We  have  not  taken  a  position  on  the  concept  of  Head  Start 
grantees  redirecting  their  current  funds  to  serve  infants  and  toddlers,  rather  than  older  pre- 
school children. 

Ms.  DeLauro:  What  changes  in  the  training  and  technical  assistance,  monitoring  and 
other  support  systems  might  be  needed  to  implement  such  a  proposal  successfully? 

Ms.  Golden:  We  would  need  to  allocate  more  funds  to  support  T/TA  for  additional 
infant  and  toddler  age  programs.  No  changes  would  be  needed  in  the  monitoring  system. 
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Ms.  DeLauro:  Some  have  suggested  that  instead  of  providing  grants  directly  to  local 
Head  Start  programs,  Head  Start  funds  ought  to  be  block  granted  to  the  states  to  operate. 
When  you  consider  the  training  and  technical  assistance,  monitoring,  and  oversight  that 
states  currently  perform  for  the  child  care  programs  under  their  jurisdiction,  do  you 
believe  the  states  have  the  resources  and  expertise  to  administer  and  monitor  Head  Start 
grants? 

Ms.  Golden:  We  do  not  believe  that  Head  Start  should  be  block  granted.  Head  Start 
is  already  devolved  to  the  local  level  and  key  decision-making  regarding  the  program  - 
curriculum,  budget,  staffing,  location,  program  option  are  made  at  the  local  level  with 
parents  involved  in  the  decision  making.  Adding  another  layer  at  the  State  level  would 
siphon  off  unnecessary  dollars  that  could  be  used  for  services  to  children  and  families. 

We  do  believe,  however,  that  Head  Start  services  should  be  coordinated  with  the 
State  and  we  support  the  continuation  of  the  State  Collaboration  Offices  in  each  State, 
Puerto  Rico  and  Washington,  D.C.  to  perform  this  vital  function.  Head  Start  provides 
comprehensive  services  to  children  and  its  performance  standards  for  children  birth  to  age 
five  serve  as  a  vision  of  quality  for  early  childhood  programs.  Each  State  has  a  different 
set  of  standards  for  early  childhood  programs  and  they  range  from  poor  to  good.  No 
State  is  currently  offering  comprehensive  services  for  poor  children  in  early  childhood 
programs  and  we  believe  this  is  key  to  good  child  outcomes.  To  block  grant  Head  Start  is 
to  create  55  separate  programs.  We  believe  Head  Start  works  best  as  it  is  currently 
structured. 

Ms.  DeLauro:  Would  block  granting  Head  Start  to  the  states  improve  the  quality  of 
Head  Start  programs? 

Ms.  Golden:  We  do  not  believe  that  block  granting  Head  Start  to  the  states  would 
improve  the  quality  of  local  programs.  Head  Start  currently  has  a  set  of  national 
performance  standards  which  all  Head  Start  programs  must  meet.  These  standards 
represent  a  vision  of  quality  for  the  early  childhood  field.  Each  State  has  different 
standards,  many  of  which  are  not  of  high  quality.  No  State  currently  requires 
comprehensive  services  for  children.  In  addition,  Head  Start  is  focused  on  local  decision- 
making and  empowering  local  programs. 

Ms.  DeLauro:  Some  have  suggested  that,  rather  than  providing  grants  directly  to 
local  Head  Start  programs,  Head  Start  funds  ought  to  be  provided  to  low  income  families 
in  the  form  of  vouchers,  so  that  parents  can  choose  the  type  of  child  care  they  desire.  Are 
the  services  provided  by  Head  Start  comparable  to  typical  non-Head  Start  child  care? 

Ms.  Golden:  We  do  not  believe  that  Head  Start  funds  ought  to  be  provided  in  the 
form  of  vouchers.  Participation  in  Head  Start  is  voluntary.  Within  the  Head  Start 
program  parents  choose  which  program  option  to  participate  in;  e.g.  center  based,  home 
based,  and  locally  designed  option.  Unlike  most  child  development/child  care  programs 
Head  Start  parents  participate  in  all  decisions  regarding  the  program  including  program 


882 


design,  budget  and  approving  the  hiring  and  firing  of  staff.  The  current  system  of 
providing  grants  to  local  community  based  agencies  assures  Head  Start  programs  a  stable, 
on-going  funding  base. 

The  services  provided  in  a  typical  child  care  program  are  not  comparable  to  Head 
Start.  Head  Start  provides  comprehensive  services,  and  on  key  measures  such  as 
child/staff  ratios,  group  size,  training  and  turnover  rates,  Head  Start  is  of  the  highest 
quality. 

Ms.  DeLauro:  How  would  a  voucher  approach  affect  the  quality  and  availability  of 
Head  Start  services? 

Ms.  Golden:  We  believe  Head  Start's  system  of  providing  funding  to  local  grantees 
is  superior  to  a  voucher  mechanism  in  fostering  program  quality  and  accountability. 
Direct  funding  of  Head  Start  grantees  provides  assurance  that  programs  can  provide 
quality  services,  offer  a  stable  and  supportive  environment  for  staff  members  to  pursue 
ongoing  training  and  career  development,  and  mobilize  other  community  investment  and 
opportunities  on  behalf  of  low-income  children  and  families. 

Head  Start  has  a  strong  commitment  to  parent  involvement,  empowerment,  and 
choice  within  the  framework  of  local  agency  organizations.  Many  grantees  offer  a  range 
of  program  options  and  sites  so  that  parents  may  select  among  center-based,  home-based 
and  full-day /full-year  forms  of  program  services  in  accordance  with  their  schedule  and 
preferences.  Head  Start  parents  participate  in  decision  making  on  key  issues  of  overall 
program  design,  personnel  actions,  budget  priorities  and  self-evaluation  procedures. 
These  modes  of  involvement  allow  parents'  voices  to  be  heard  and  prepare  families  to  be 
involved  in  public  schools  and  other  neighborhood  organizations. 
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FY  1999  Estimates  Page 

ACF  OVERVIEW  A-l 
ACF  ENTITLEMENT  PROGRAMS 

Child  Care  Initiative  $1,755,000,000  B-l 

Family  Support  Payments  to  States  3,324,800,000  C-l 

Payments  to  States  for  Foster  Care  5,122,400,000  D-l 

and  Adoption  Assistance 

Social  Services  Block  Grant  1,909,000,000  E-l 

Family  Preservation  and  Support  275,000,000  F-l 

ACF  DISCRETIONARY  PROGRAMS 

Low  Income  Home  Energy  Assistance  1,100,000,000  G-l 

Children  and  Family  Services  5,944,100,000  H-l 

Child  Care  and  Development  1,182,672,000  1-1 
Block  Grant 

Refugee  Resettlement  415,000,000  J-l 

Violent  Crime  Reduction  105,000,000  K-l 

ACF  PRE -APPROPRIATED  PROGRAMS 

Temporary  Assistance  for  16,998,163,000  L-l 
Needy  Families 

TANF  Contingency  Fund  27,777,000  M-l 

Child  Care  Entitlement  2,167,000,000  N-l 

Children's  Research  and  76,350,000  0-1 
Technical  Assistance 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  1999  President's  Budget 

The  Administration  for  Children  and  Families   (ACF) ,  within 
the  Department  of  Health  and  Human  Services,  administers  programs 
which  promote  the  economic  and  social  well-being  of  children, 
youth,   and  families,   focusing  particular  attention  on  vulnerable 
populations  including  preschool-age  children,  adolescents, 
families  and  children  in  crisis,   the  developmentally  disabled  and 
Native  Americans. 

The  FY  1999  budget  estimate  for  the  Administration  for  Children 
and  Families  is  $40.4  billion,   $3.1  billion  over  FY  1998.  Of 
this  amount,   $19.3  billion  was  preappropriated  in  the  Personal 
Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996. 
The  discretionary  portion  of  this  request  is  $8.7  billion. 

In  FY  1999,   for  the  first  time,   the  agency  planning  document  and 
the  budget  are  being  displayed  together.     The  Administration  for 
Children  and  Families  is  committed  to  the  achievement  of  results, 
to  the  measurement  of  results,  and  to  joint  work  with  partners. 
The  priorities  reflected  in  the  Administration  for  Children  and 
Families'   FY  1999  budget  are  in  support  of  the  strategic  goals 
which  have  been  developed  in  the  performance  plan: 

o         Improve  the  economic  independence  and  productivity  of 
families 

o        Increase  the  healthy  development,   safety  and  well-being 
of  children  and  youth 

o        Deliver  high  quality  services  to  help  develop  healthy, 
safe  and  supportive  communities  and  tribes 

o        Be  a  high-performing,   customer-focused,  results- 
oriented  organization 

As  indicated  in  the  FY  1999  annual  performance  plan,  the 
Administration  for  Children  and  Families  has  lead  responsibility 
for  a  range  of  critical  Administration  priorities,  including: 

o        overseeing  the  implementation  of  welfare  reform  which 
moves  families  from  welfare  to  work,   supports  parental 
responsibility,  and  protects  children; 

o        supporting  working  families,   through  affordable, 

quality  child  care  as  proposed  by  the  President  in  his 
Child  Care  Initiative; 

o        providing  thousands  more  young  children   (on  track  for 
the  President's  goal  of  1  million  children  in  2002) 
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with  a  Head  Start  that  will  enable  them  to  start  school 
ready  to  learn; 

o        reaching  more  infants  and  toddlers  with  Early  Head 

Start  and  quality  child  care,   to  reflect  what  we  know 
about  the  rapidity  of  brain  development  in  the  first 
three  years  of  life; 

o        implementing  the  President's  commitment  to  doubling 
adoptions  from  the  public  child  welfare  system;  more 
broadly,  protecting  the  safety,  permanency,  and  well- 
being  of  children  in  danger  of  abuse  or  neglect;  and 

o        increasing  the  number  of  children  with  paternity 

established  and  child  support  collections  in  place,  so 
that  they  can  grow  up  with  the  financial  support  of 
both  parents . 

The  major  increased  investments  requested  in  this  budget  document 
are  directly  related  to  critical  Administration  priorities: 

o        The  requested  increase  in  child  care  of  nearly  $2 

billion,  part  of  the  President's  Child  Care  Initiative 
which  represents  a  response  to  the  struggles  our 
nation's  working  parents  face  in  finding  child  care 
that  they  can  afford,   trust,  and  rely  on.     This  portion 
of  the  President's  proposal  will  help  working  families 
pay  for  child  care,   improve  the  safety  and  quality  of 
care,   and  promote  early  learning. 

o        The  requested  increase  in  Head  Start,   also  a  part  of 
the  President's  Child  Care  Initiative,   funding  3  6,000 
additional  children  as  well  as  expanding  services  to 
infants  and  toddlers  and  continuing  quality 
improvement,  keeps  the  Administration  on  track  for  the 
President's  goal  of  serving  1  million  children  in  Head 
Start  by  2002,   including  doubling  the  number  of  Early 
Head  Start  slots. 

This  request  has  been  formulated  to  build  on  the  accomplishments 
of  the  last  several  years  by  providing  support  for  programs 
promoting  promising  futures  for  children,   youth  and  families. 
This  request  moves  toward  ensuring  that  families  and  communities 
are  stable,   resourceful  and  self-sufficient  and  protecting  the 
opportunity  for  young  Americans  to  enjoy  a  safe  and  productive 
childhood  and  develop  their  full  potential. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
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Department  of  Health  and  Human  Services 
Administration  for  Children  and  Families 
General  Child  Care  Entitlement  -  Supplemental  Request 

Amounts  Available  for  Obligation 


1997  1998  1999 

Actual  Appropriation  Estimate 

Appropriation : 

Annual      $1,755,000,000 


Unobligated  balance 
lapsing 


Total  obligations      $1,755,000,000 
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SUMMARY  OF  CHANGES 

1998  Appropriation   $  

[Obligations]   [$  ] 

1999  Estimate   $1,755,000,000 

[Obligations]   [$1,755,000,000] 

Net  Change    +$1,755,000,000 

Obligations   [$1,755,000,  000] 

1998  Current  Change  from 

Estimate  Base   Base 

Increases : 

Program : 

1 .  Child  Care  Subsidy- 

Supplement  -  Special 

Match    +$1,155,000,000 

2 .  Early  Learning  Fund    +600 , 000 , 000 

Subtotal,   Program  Increases  +1,755,000,000 

Total  increases   +$1,  755,000,000 

Net  Change   +$1,755,000,000 
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Budget  Authority  by  Activity 


1997  1998  1999 

Actual        Appropr iat ion  Estimate 


Child  Care  Subsidy 
Supplement  -  Special 

Match  ---  ---  $1,155,000,000 

Early  Learning  Fund      600,000,000 


Total ,  Budget 

Authority      $1,755,000,000 
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Budget  Authority  by  Object 


Increase 

1998  1999  or 

Appropriation  Estimate  Decrease 

Advisory  &  assistance 

services                                     ---  $2,888,000  '  +$2,888,000 

Grants,  subsidies 

&  contributions                         ---  1,752,112,000  +1,752,112,000 


Total,  budget 

authority  ---     $1,755,000,000  +$1,755,000,000 
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APPROPRIATIONS  HISTORY  TABLE 
General  Child  Care  Entitlement  -  Supplemental  Request 


Budget 
Estimate 
Year  To  Congress 


1999  $1,755,000,000 
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Justification 

General  Child  Care  Entitlement  -  Supplemental  Request 


1998 
Appropriation 


1999 
Estimate 


Decrease 

or 
Increase 


Child  Care  Subsidy 
Supplement  -  Special 
Match  


1,155,000,000  +$1,155,000,000 


Early  Learning 
Fund   


600, 000, 000 


+600, 000, 000 


Total ,  Budget 
Authority. . . 


$1,755,000,000  +$1,755,000,000 


General  Statement 


The  Personal  Responsibility  and  Work  Opportunity  Reconciliation 
Act  of  1996   (P.L.  104-193)   authorized  and  pre -appropriated  funds 
to  allow  States  maximum  flexibility  in  developing  child  care 
programs.     The  Title  IV-A  child  care  programs   (AFDC  child  care, 
Transitional  child  care,  and  At -Risk  child  care)  were  repealed  as 
of  October  1,   1996.     Funding  for  the  former  IV-A  child  care 
programs  has  been  combined  into  a  single  appropriation,  which 
includes  Mandatory  and  Matching  fund  components. 

This  FY  1999  entitlement  request  includes  a  proposed  increase  in 
the  child  care  subsidy  program  (at  a  match  rate  different  than 
that  currently  used)   and  the  creation  of  the  Early  Learning  Fund. 
Both  proposals  are  part  of  the  President's  major  Child  Care 
Initiative.     These  additional  funds,   along  with  the  increases  in 
the  general  child  care  entitlement  program  already  appropriated 
under  the  Personal  Responsibility  and  Work  Opportunity  Act  of 
1996,  will  increase  the  number  of  children  receiving  child  care 
subsidies  by  one  million  by  2003  and  will  help  to  improve  the 
quality  and  safety  of  child  care  for  children  ages  zero  to  five. 

The  total  FY  1999  estimate  for  the  General  Child  Care  Entitlement 
portion  of  the  Child  Care  and  Development  Block  Grant  is 
$3,922,000,000,   including  the  appropriation  request  of 
$1,755,000,000  discussed  in  this  section  and  a  pre -appropriated 
amount  of  $2,167,000,000    (discussed  in  the  pre -appropriated 
section  of  this  justification) .     In  addition,   the  discretionary 
block  grant  account   (discussed  in  the  discretionary  section  of 
this  justification)    includes  a  FY  1999  request  of  $1,182,672,000, 
for  a  total  FY  1999  child  care  request  of  approximately  $5.1 
billion. 
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Child  Care  Subsidy  Supplement  -  Special  Match 

Authorizing  Legislation:  Additional  legislation  is  required. 

Increase 

1997  1998  1999  or 

Actual        Appropriation  Estimate  Decrease 

$1,155,000,000  +$1,155,000,000 

Purpose  and  Method  of  Operation 

This  program  will  provide  grants  to  States  and  federally- 
recognized  Tribes  for  the  purposes  of  providing  low- income 
families  with  financial  assistance  for  child  care  and  for 
improving  the  quality  and  availability  of  child  care. 

In  conjunction  with  the  Child  Care  and  Development  Block  Grant 
programs,   these  funds  will: 

o    Allow  each  State  maximum  flexibility  in  developing  child 
care  programs  and  policies  that  best  suit  the  needs  of 
children  and  parents  within  each  State. 

o     Promote  parental  choice  to  empower  working  parents  to 
make  their  own  decisions  on  the  child  care  that  best 
suits  their  family's  needs. 

o    Encourage  States  to  provide  consumer  education 

information  to  help  parents  make  informed  choices  about 
child  care. 

o    Assist  States  to  provide  child  care  to  parents  trying  to 
achieve  and  maintain  independence  from  public  assistance 
and  to  assist  other  low- income  working  parents  to 
maintain  quality  child  care  services  for  their  children. 

o    Assist  States  in  implementing  the  health,  safety, 

licensing,  and  registration  standards  established  in 
State  regulations. 

Rationale  for  the  Request 

In  FY  1995,  ACF  child  care  funding  provided  services  to  more  than 
1  million  children.     The  additional  funding  requested  in  this 
section,  when  added  to  the  additional  child  care  funds  that  will 
be  available,   and  have  already  been  appropriated,  under  the 
Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act 
of  1996,  will  increase  by  1  million  the  number  of  children 
receiving  direct  child  care  subsidies  by  FY  2003.     In- FY  1999,  to 
initiate  ACF's  multi-year  commitment  of  1  million  more  children 
in  subsidized  child  care,  ACF  is  proposing  an  increase  in  FY  1999 
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funding  for  the  entitlement  portion  of  Child  Care  of 
$1,155,000,000.     These  funds  will  be  distributed  to  the  States  by 
formula  and  will  be  used  for  direct  subsidy  programs  and  to 
improve  the  quality  of  child  care. 

The  five  year  funding  proposed  for  this  initiative  is  $7.5 
billion. 

This  Administration  is  committed  to  making  work  pay,  because  work 
is  the  best  way  to  ensure  healthy  families  and  strong  children. 
Among  the  critical  elements  of  making  work  pay  are  the  key 
Presidential  commitments  of  the  past  five  years:     a  decent 
minimum  wage,  health  care  that  doesn't  disappear  when  parents 
change  jobs,  and  parental  leave  that  allows  parents  peace  of  mind 
at  the  birth  of  a  child  or  when  a  family  member  is  ill.     In  the 
FY  1999  request,  The  Administration  for  Children  and  Families 
proposes  to  build  on  that  record  of  commitment  to  America's 
working  families  by  taking  the  next  step  after  the  welfare  reform 
debate:     to  help  parents  fulfill  their  obligations  to  both  their 
work  and  their  children  through  a  major  initiative  to  support 
healthy,   safe  and  affordable  child  care  for  America's  working 
families . 

In  support  of  the  President's  Child  Care  Initiative,   in  FY  1999 
the  Administration  for  Children  and  Families  will  give  particular 
attention  and  support  to  programs  designed  to  support  and 
stabilize  working  families. 

The  Need 

Af f ordability  -  Affordable  and  adequate  child  care  remains  out  of 
the  reach  of  many  working  families.     While  the  average  family 
pays  about  7  percent  of  its  income  for  child  care,   child  care 
consumes  about  a  quarter  of  the  income  of  low- income  families  who 
pay  for  care.     At  the  same  time,  waiting  lists  for  child  care 
assistance  for  these  families  continue  to  grow. 

Federal  child  care  assistance  in  FY  1998  provides  $3.1  billion  in 
direct  subsidies.     Although  estimating  exact  need  for  assistance 
can  be  difficult,   if  we  consider  working  families  with  children, 
which  have  incomes  at  or  below  200  percent  of  poverty,   in  FY  1995 
we  met  only  about  10  percent  of  the  need  for  child  care 
assistance . 

Supply  -  Even  when  funds  are  available,   the  lack  of  adequate 
supply  leaves  many  families  without  access  to  care.  A  recent  GAO 
report  documents  the  need  for  more  child  care,  particularly  for 
infants  and  toddlers,   school-age  children  and  children  with 
disabilities.     This  situation  is  even  more  difficult  for  families 
working  night  shifts  due  to  the  lack  of  "odd  hour  care". 


B-10 


898 


Meeting  the  Needs 

Meeting  this  critical  need  calls  for  major  new  public  and  private 
investment  and  a  bold  comprehensive  approach  based  on  the 
following  principles: 

o  High  quality,  affordable  child  care  is  critical  to 
workforce  development  and  to  child  development. 

o  The  quality  of  care  affects  school  readiness  and  academic 
achievement . 

o  A  broad  range  of  working  parents  need  some  assistance  in 
accessing  quality  affordable  care. 

o  The  quality  of  care  is  directly  related  to  the  investments 
made  in  programs  and  providers . 

o  All  segments  of  society:  parents,   schools,  employers, 
health  providers,  other  community  agencies,   states  and 
the  federal  government  must  be  involved  to  ensure  access 
to  adequate  care. 

To  address  these  principles,   the  President's  Child  Care 
Initiative  attempts  to  balance  the  need  to  expand  care  to  more 
families,   to  address  the  issue  of  af f ordability  and  to  focus  on 
the  need  to  improve  quality.     The  FY  1999  funding  request  is 
built  on  a  mult i -pronged  approach  to  improving  access  to  quality 
care,   involving  several  Executive  Branch  Departments. 
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Name  of  Program:  Child  Care  Subsidy  Supplement  -  Special  Match 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual        Appropriation  Estimate 

Service  Grants: 

Formula                                      ---  ---  $1,152,112,000 

Discretionary       

Research       

Demonstration  '       

Development       

Training/Technical 

Assistance      2,888,000 

Evaluation       

Program  Support       

Other  ---   


TOTAL  PROGRAM  ---  ---  $1,155,000,000 

Number  of  Applicants      298 

Number  of  Grants      298 

New  Starts: 

#  ---  ---  298 

$  ---  ---  1,152,112,000 

Continuations : 
# 
$ 

Contracts : 

#  ---  ---  2 

$  ---    2,888,000 
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Early  Learning  Fund 

Authorizing  Legislation:  Additional  legislation  is  required. 

Increase 

1997  1998  1999  or 

Actual        Appropriation  Estimate  Decrease 

$600,000,000  +$600,000,000 

Purpose  and  Method  of  Operation 

The  Early  Learning  Fund,   a  part  of  the  President's  Child  Care 
Initiative,  will  provide  challenge  grants  to  communities 
(distributed  by  the  states)   to  support  programs  to  improve  early 
learning  and  the  quality  and  safety  of  child  care  for  children 
ages  zero  to  five.     Programs  will  be  developed  at  the  local  level 
which  will  meet  the  needs  of  local  communities. 

Rationale  for  the  Request 

This  Administration  is  committed  to  making  work  pay,  because  work 
is  the  best  way  to  ensure  healthy  families  and  strong  children. 
Among  the  critical  elements  of  making  work  pay  are  the  key 
Presidential  commitments  of  the  past  five  years:     a  decent 
minimum  wage,   health  care  that  doesn't  disappear  when  parents 
change  jobs,   and  parental  leave  that  allows  parents  peace  of  mind 
at  the  birth  of  a  child  or  when  a  family  member  is  ill.     In  the 
FY  1999  request,   The  Administration  for  Children  and  Families 
proposes  to  build  on  that  record  of  commitment  to  America's 
working  families  by  taking  the  next  step  after  the  welfare  reform 
debate:     to  help  parents  fulfill  their  obligations  to  both  their 
work  and  their  children  through  a  major  initiative  to  support 
healthy,   safe  and  affordable  child  care  for  America's  working 
families . 

The  Need 

Research  has  documented  the  importance  of  quality  child  care 
programs  to  school  readiness.     The  research  shows  that  when 
children  are  in  better  quality  child  care  programs,   they  have 
stronger  language,   pre-mathematics ,   and  social  skills,  better 
relationships  with  their  teachers  and  stronger  self-esteem.  This 
Administration's  commitment  to  quality  has  been  underscored  by 
its  sponsorship  of  the  White  House  Conference  on  Early  Learning 
and  Child  Development  and  the  follow-up  White  house  Conference  on 
Child  Care. 

Despite  the  known  link  between  the  quality  of  care  and  a  good 
education,   serious  concerns  about  the  quality  of  child  care  that 
many  children  receive  have  emerged.     From  the  "National  Child 
Care  Staffing  Study"  released  in  1989  to  the  more  recent  "Cost 
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and  Quality  Study" ,  we  know  that  the  quality  of  child  care  for 
most  children  remains  far  from  adequate.     Recently,  even  the 
basic  health  and  safety  of  child  care  has  become  a  national 
concern . 

The  President's  Child  Care  Initiative  proposes  to  create  the 
Early  Learning  Fund.     The  Fund  will  require  $600  million  in  FY 
1999  and  $3  billion  over  five  years.     Locally  developed  and 
administered  activities  supported  by  this  fund  will  include: 
providing  basic  training  to  child  care  providers   (including  first 
aid  and  CPR) ;  connecting  individual  child  care  providers  to 
centers  which  can  provide  education  and  support;  assisting  child 
care  providers  to  meet  accreditation  and  licensing  requirements; 
linking  child  care  providers  with  health  professionals;  providing 
support  for  children  with  disabilities  in  child  care;  reducing 
group  size  and  child  to  staff  rations  and;  providing  home  visits, 
parent  education  and  consumer  education  about  child  care. 
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Name  of  Program:     Child  Care  Early  Learning  Fund 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual        Appropr iat  ion  Estimate 

Service  Grants: 

Formula      $600,000,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other       


TOTAL  PROGRAM 

Number  of  Applicants 

Number  of  Grants 

New  Starts: 
# 
$ 

Continuations : 
# 
$ 

Contracts : 
# 
$ 


600, 000, 000 
52 
52 

52 

600, 000, 000 
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CHILD  CARE  SUBSIDY  SUPPLEMENT 
SPECIAL  MATCH 


4QQ7 

199/ 

1990 

1993 

OTA  Tr 

STATE 

A /»T|  IAI 
AO  1  UAL 

ADDDnDDIATinU 

ArrKUrKIA  1 IUN 

CCTIU  A  TC 

COMMA  lb 

Alabama 

$17,242,572 

Alaska 

: 

: 

3,038,098 

Arizona 

- 

- 

19,078,973 

Arkansas 

10,486,422 

California 

- 

150,715,420 

Colorado 

16,180,549 

Connecticut 

13,309,496 

Delaware 

- 

- 

2,900,431 

Dist  of  Col. 

A   AA1  A  f\  A 

1,902,191 

Florida 

56,653,331 

Georgia 

31 ,922,075 

Hawaii 

z 

5,108,462 

Idaho 

- 

- 

5,429,320 

Illinois 

5l,9UU,09D 

Indiana 

A   AAA  VA<* 

24,000,707 

Iowa 

A  A  «*A^ 

11,227,386 

Kansas 

_ 



10,964,788 

Kentucky 

- 

- 

15,306,968 

Louisiana 

A  A   f  AA    A  &  & 

19,592,466 

Maine 

4,725,919 

Maryland 

A4     A  A  *\  A 

21,412,724 

Massachusetts 

z 

z 

23,634,938 

Michigan 

- 

- 

41,006,046 

Minnesota 

19,887,169 

Mississippi 

- 

11,960,661 

Missouri 

22,316,518 

Montana 

3,604,057 

Nebraska 

•  - 

- 

7,000,552 

Nevada 

6,985,537 

New  Hampshire 

— 

4,815,112 

New  Jersey 

0%  0%    A  f\m  A^A 

33,107,969 

New  Mexico 

8,082,350 

New  York 

75,737,669 

North  Carolina 

30,103,960 

North  Dakota 

2,624,126 

Ohio 

45,699,883 

Oklahoma 

13,947,355 

Oregon 

12,898^15 

Pennsylvania 

46,742,178 

Puerto  Rico 

0 
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CHILD  CARE  SUBSIDY  SUPPLEMENT 
SPECIAL  MATCH 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Rhode  Island 

- 

- 

3,864,422 

South  Carolina 

- 

- 

15,141,004 

Tennessee 

_ 

21,320,509 

Texas 

- 

- 

89,389,465 

Utah 

- 

- 

10,732,697 

Vermont 

9  111  ftifi 

Virginia 

- 

26,776,050 

wasningion 

West  Virginia 

- 

- 

6,474,006 

Wisconsin 

21,252,736 

Wyoming 

2,026,128 

Total  States 

1,129,012,000 

Tribes 

23,100,000 

Technical  Assistance 

2,888,000 

Total  Budget  Authority 


$1,155,000,000 
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EARLY  LEARNING  FUND 


A  Ofl7 

1991 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Alabama 

_ 

_ 

$12,671,892 

Alaska 

_ 

_ 

1,243,941 

Arizona 

- 

- 

12,008,462 

Arkansas 

— 

— 

7,359,657 

California 

75,539,096 

Colorado 

6,767,399 

Connecticut 

4,470,093 

Delaware 

- 

- 

1,204,532 

Dist  of  Col. 

— 

1,159,771 

Florida 

31,228,238 

Georgia 





20,029,907 

Hawaii 



_ 

2,382,329 

Idaho 

- 

- 

3,194,718 

Illinois 

23,257,413 

Indiana 

: 

11,206,215 

Iowa 

__ 

_ 

5,574,023 

Kansas 

_ 

_ 

5,473,546 

Kentucky 

- 

- 

11,058,995 

Louisiana 

16,078,300 

Maine 

2,437,736 

Maryland 





8,258,260 

Massachusetts 





8,463,386 

Michigan 

- 

- 

17,203,063 

Minnesota 

8,073,177 

Mississippi 

10,514,252 

Missouri 

11,282,564 

Montana 

1,979,195 

Nebraska 

- 

- 

3,450,933 

Nevada 

2,809,668 

New  Hampshire 

1,566,497 

New  Jersey 

_ 

_ 

11,591,172 

New  Mexico 

_ 



5,815,210 

New  York 

_ 

35,383,137 

North  Carolina 

17,339,346 

North  Dakota 

1,441,228 

Ohio 

20,777,092 

Oklahoma 

9,327,078 

Oregon 

6,256,804 

Pennsylvania 

20,211,625 

Puerto  Rico 

14,416,915 
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EARLY  LEARNING  FUND 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Rhode  Island 

_ 

_ 

1,613,442 

South  Carolina 

- 

- 

10,996,182 

South  Dakota 

1 ,930,347 

Tennessee 



12,703,195 

Texas 

- 

- 

58,280,652 

Utah 

_ 

_ 

5,836,123 

Vermont 

1,057,141 

Virginia 

12,014,265 

Washington 

10,192,516 

West  Virginia 

4,687,583 

Wisconsin 

9,139,708 

Wyoming 

1,041,982 

Total  States 

600,000,000 

Total  Budget  Authority 


$600,000,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Family  Support  Payments  to  States 


FY  1999  Budget  Page 

Appropriation  language    C-2 

Amounts  available  for  obligation    C-4 

Summary  of  changes   C-5 

Budget  authority  by  activity    C-7 

Budget  authority  by  object    C-8 

Authorizing  legislation      C-9 

Appropriation  history  table    C-ll 

Justification: 

A.  General  Statement    C-14 

B.  Child  Support  Enforcement    C-16 

C.  Other  Programs  C-24 

C.  AFDC  Programs   C-28 

D.  State  Tables   C-36 
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FAMILY  SUPPORT  PAYMENTS  TO  STATES 

For  making  payments  to  States  or  other  non-Federal  entities 
under  titles  I,   IV-D,  X,  XI,  XIV,   and  XVI  of  the  Social  Security 
Act  and  the  Act  of  July  5,   1960    (24  U.S.C.   ch.   9),    to  remain 
available  until  expended,   $1,989,000,000,  and  for  such  purposes 
for  the  first  quarter  of  fiscal  year   [1999,   $660,000,000,  to 
remain  available  until  expended]    2000,  $750,000,000. 

For  making  payments  to  each  State  for  carrying  out  the  program 
of  Aid  to  Families  with  Dependent  Children  under  title  IV-A  of 
the  Social  Security  Act  before  the  effective  date  of  the  program 
of  Temporary  Assistance  to  Needy  Families    (TANF)   with  respect  to 
such  State,   such  sums  as  may  be  necessary:   Provided,  That  the  sum 
of  the  amounts  available  to  a  State  with  respect  to  expenditures 
under  such  title  IV-A  in  fiscal  year  1997  under  this 
appropriation  and  under  such  title  IV-A  as  amended  by  the 
Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act 
of  1996  shall  not  exceed  the  limitations  under  section  116 (b)  of 
such  Act   .    [:   Provided  further,   That,   notwithstanding  section 
418(a)   of  the  Social  Security  Act,    for  fiscal  year  1997  only,  the 
amount  of  payment  under  section  418(a)    (1)   to  which  each  State  is 
entitled  shall  equal  the  amount  specified  as  mandatory  funds  with 
respect  to  such  State  for  such  fiscal  year  in  the  table 
transmitted  by  the  Administration  for  Children  and  Families  to 
State  Child  Care  and  Development  Block  Grant  lead  Agencies  on 
August  27,    1996,   and  the  amount  of  State  expenditures  in  fiscal 
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year  1994  or  1995   (whichever  is  greater)   that  equals  the  non- 
Federal  share  for  the  programs  described  in  section  418(a) (1) (A) 
shall  be  deemed  to  equal  the  amount  specified  as  maintenance  of 
effort  with  respect  to  such  State  for  fiscal  year  1997  in  such 
table.] 

For  making,  after  May  31  of  the  current  fiscal  year,  payments 
to  States  or  other  non-Federal  entities  under  titles  I,    IV-D,  X, 
XI,  XIV,   and  XVI  of  the  Social  Security  Act  and  the  Act  of  July 
5,   1960    (24  U.S.C.   ch.9),    for  the  last  three  months  of  the 
current  year  for  unanticipated  costs,   incurred  for  the  current 
fiscal  year,   such  sums  as  may  be  necessary.    (Department  of  Health 
and  Human  Services  Appropriations  Act,  1998) 
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Justification 
Family  Support  Payments  to  States 


Increase 

1998  1999  or 

Estimate  Estimate  Decrease 


Child  Support  Enforcement: 

State  Child  Support 
Administrative 

Costs  $2,254,800,000       $2,748,800,000  +$494,000,000 

Federal  Incentive 
Payments  to  States      406,000,000  429,000,000  +$23,000,000 

Hold  Harmless  Payments 
to  States  17,000,000  40,000,000  +$23,000,000 

Access  and  Visitation 

Grants  10,000,000  10,000,000   

Subtotal,   Child  Support 

Enforcement  2,687,800,000         3,227,800,000  +$540,000,000 

Payments  to 

territories  -  Adults     21,000,000  21,000,000   

Repatriation  1,000,000  1,000,000   

Subtotal,  other 

payments  22,000,000  22,000,000   

AFDC  benefit 

payments..  300,000,000             $35,000,000  -$265,000,000 

Collection  of 
excess  state 

errors  -$15,000,000  -$25,000,000  -$10,000,000 

Emergency 

Assistance  200,000,000  65,000,000  -$135,000,000 

State  and  Local 

Welfare  Admin.  146,000,000    -$146,000,000 

AFDC/JOBS 

child  care  5,000,000    -$5,000,000 
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At -Risk  Child  Care          10,000,000    -$10,000,000 

Subtotal,  AFDC  $646,000,000  $75,000,000  -$571,000,000 
Total,  gross 

obligations         $3 , 355 , 800 , 000a/  $3 , 324 , 800 , 000a/  -$31,000,000 

Spending  authority 
from  Offsetting 

Collections  -$423 , 000 , 000b/     -$469 , 000 , 000b/  -$46,000,000 

Total, 

Net  Obligations     $2,932,800,000       $2,855,800,000  -$77,000,000 

a/  Obligations  are  used  instead  of  budget  authority, 
b/  The  Federal  share  of  child  support  collections  are  shown  as 
offsetting  spending  authority  to  pay  child  support  incentive  and 
hold  harmless  payments  to  States. 

General  Statement 

The  Family  Support  Payments  to  States  support  State-administered 
programs  of  financial  assistance  and  supportive  services  for  low- 
income  families  to  promote  their  economic  security  and  self- 
sufficiency.     In  FY  1999  four  programs  will  be  funded.     They  are: 


•  State  administrative  expenses  for  Child  Support  Enforcement; 

•  Access  and  Visitation  grants  to  enable  States  to  establish 
and  administer  programs  to  support  and  facilitate 
noncustodial  parents'   access  and  visitation  of  their 
children . 


•  Payments  to  territories  for  adult-only  benefits  to  residents 
of  Guam,   Puerto  Rico,   and  the  Virgin  Islands; 

•  Repatriation  of  American  citizens  and  dependents  returned 
from  foreign  countries  as  a  result  of  illness,  destitution, 
war  or  other  crisis,  who  need  emergency  cash  and  services; 

In  FY  1999  the  only  costs  which  will  be  paid  for  the  following 
five  discontinued  programs  will  be  for  prior  year  claims.  These 
programs  are : 

•  AFDC  benefit  payments  to  needy  families  with  children; 

•  Emergency  Assistance  benefits  and  services  to  families  with 
children  to  meet  temporary  emergency  needs; 

•  State  administrative  expenses  for  AFDC; 
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•  Child  care  services  to  employed  AFDC  recipients,  applicants, 
and  recipients  in  approved  education  and  training  programs 
including  JOBS  participants,  as  well  as  transitional  child 
care  for  former  recipients  who  have  left  AFDC  because  of 
increased  earnings; 

•  Child  care  services  for  families  at  risk  of  becoming  AFDC 
recipients ; 

Effects  of  Proposed  Legislation 

The  President's  appropriations  request  of  $1,980,794,000 

for  this  account  includes  current  law  adjusted  by  -$8,000,000 

assuming  Congressional  action  on  proposed  legislation  as  follows: 

Current  law  appropriation  request  $1,988,794,000 

Impact  of  legislative  changes: 

o    Conforming  match  rate  for  laboratory  costs  associated 

with  paternity  establishment  with  the  basic  administrative 
match  rate. 

Total,  appropriations  request  in 

President's  budget  $1 ,  980 ,  794  ,  000 

Spending  authority  from  offsetting  collections  of  $429,000,000 
for  this  account  includes  current  law  adjusted  by  -$40,000,000 
assuming  Congressional  action  on  proposed  legislation  as  follows: 

Current  law  spending  authority 

from  offsetting  collections  $469,000,000 

Impact  of  legislative  changes: 

o    Eliminate  the  provision  in  statute  which  holds  States  harmless 
from  receiving  less  than  the  FY  1995  state  share  of 
collections  which  will  increase  total  child  support 
collections  retained  by  the  Federal  government. 

Total,   spending  authority  from 

offsetting  collections  $429,  000,  000 
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Child  Support  Enforcement 

Authorizing  legislation:  Title  IV-D  of  the  Social  Security  Act, 
as  amended 

(Dollars  in  Thousands) 

Increase  Increase 
1997  1998  or  1999  or 
 Actual  Appropriation      Decrease      Estimate  Decrease 

State  Child 
Support  Admin. 

Costs  $2,445,066  $2,254,800     -$190,266  $2,748,800  +$494,000 

Federal 
Incentive 
Payments  a/ 

to  States        401,000         406,000  +5,000         429,000  +23,000 

Hold  Harmless 
Payments  to 

States    17,000         +17,000  40,000  +23,000 

Access  and 
Visitation 

Grants  $10. 000        $10. 000  ---        $10. 000   

Total,  budget 

authority    $2,856,066  $2,687,800     -$168,266  $3,227,800  +$540,000 

a/  The  Federal  share  of  child  support  collections  are  shown  as 
offsetting  spending  authority  to  pay  child  support  incentive  and 
hold  harmless  payments  to  States. 

1999  Authorization  Such  sums 
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Purpose  and  Method  of  Operations 
Child  Support  Enforcement 

The  Child  Support  Enforcement  program  (CSE)   is  a  Federal/State 
effort  to  foster  family  responsibility  and  reduce  the  need  for 
welfare  and  its  cost  to  the  taxpayer  by  ensuring  that  children 
are  supported  financially  by  both  of  their  parents.     All  people 
with  custody  of  children  who  need  or  are  owed  child  support  can 
get  help  from  their  State  or  local  CSE  agency.     These  agencies 
locate  non-custodial  parents,  establish  paternity  when  necessary, 
and  establish  and  enforce  orders  for  support. 

ACF's  strategic  goal  of  increasing  economic  independence  and 
productivity  for  families  is  dependent  upon  a  strategy  of 
increasing  income  through  the  enforcement  of  child  support  which 
will  assure  that  children  are  not  living  in  poverty. 

The  program  strengthens  families  by  helping  children  get  the 
support  they  deserve  from  non-custodial  parents.     By  securing 
support  from  non-custodial  parents  on  a  consistent  and  continuing 
basis,   families  may  avoid  the  need  for  public  assistance,  thus 
reducing  welfare  spending. 

In  non-TANF  cases,  child  support  collections  are  forwarded  to  the 
custodial  family.     Applicants  for  TANF  assign  their  rights  to 
support  payments  to  the  State  as  a  condition  of  receipt  of 
assistance.  Child  support  collections  in  TANF  cases  are  shared 
between  the  State  and  Federal  government,  reducing  taxpayer 
costs.     A  portion  of  the  Federal  share  of  child  support 
collections  is  paid  to  the  States  as  incentive  payments  based  on 
States'  cost  effectiveness  in  operating  the  program  and  the 
collections  achieved. 

The  Federal  government  provides  funding  in  several  ways:  a  66% 
match  rate  for  general  State  administrative  costs;  a  90%  match 
rate  for  paternity  testing   (a  legislative  proposal  to  revise  this 
match  rate  will  be  submitted  to  the  Congress) ;  80%   (limited  to 
$400  million)  or  90%   (only  for  approved  prior  year  expenditures) 
for  automated  systems;  and  full  funding  of  incentive  and  hold 
harmless  payments  (a  legislative  proposal  to  eliminate  hold 
harmless  payments  will  be  submitted  to  Congress) . 

Access  and  Visitation  Grants 

This  grant  program  was  created  by  the  Personal  Responsibility  and 
Work  Opportunity  Act.     Funding  began  in  FY  1997  with  a  capped 
entitlement  of  $10  million.     Every  Governor  has  designated  a 
responsible  State  agency  that  will  use  these  grant  funds  to 
establish  and  administer  programs  to  support  and  facilitate 
noncustodial  parents'  access  and  visitation  of  their  children. 
Activities  which  may  be  funded  include:  mediation  (both  voluntary 
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and  mandatory) ,  counseling,  education,  development  of  parenting 
plans,  visitation  enforcement   (including  monitoring,  supervision 
and  neutral  drop-off  and  pick-up) ,  and  development  of  guidelines 
for  visitation  and  alternative  custody  arrangements.     The  funding 
is  separate  from  funding  for  federal  and  state  administration  of 
the  Child  Support  Enforcement  program. 
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Rationale  for  Budget  Request 

ACF  has  committed  to  work  to  increase  parents'  financial 
support  for  their  children  with  the  goal  of  collecting  $17.9 
billion  in  child  support  by  FY  99.     This  will  result  in 
increasing  the  child  support  program's  return  on  investment  from 
less  than  $4  in  FY  96  to  $5  in  FY  99  in  collections  for  every  $1 
spent  to  administer  the  program. 

States  have  continued  to  intensify  their  efforts  to  secure 
increased  child  support  collections  from  non-custodial  parents. 
Expanded  outlays  for  the  development,   implementation,  and 
operation  of  improved  automatic  data  processing  systems  have 
promoted  greater  program  efficiency.     In  addition,  estimated 
program  costs  reflect  increases  in  State  employee's  salaries  and 
other  cost  increases.     The  Federal  share  of  these  expenses  is 
further  increased  by  the  payment  of  an  incentive  to  States  to 
encourage  improvement  in  program  effectiveness  as  well  as  hold 
harmless  payments  to  States  whose  state  share  of  collections 
falls  below  FY  95  levels. 

Since  the  creation  of  the  child  support  enforcement  program, 
total  child  support  collections  have  grown  annually.     In  recent 
years,   States  have  increased  collections  by  using  approaches  such 
as  income  withholding,  offset  of  income  tax  refunds,  support 
guidelines  and  closer  links  to  credit  bureaus. 

ACF  is  committed  to  working  with  stakeholders  to  increase  the 
economic  independence  and  productivity  for  families  by  increasing 
parental  responsibility. 

During  FY  1999,  we  will  be  measuring  the  child  support 
enforcement  program's  success  using  the  following  outcome 
measures : 

o  The  Paternity  Establishment  Percentage  is  projected  to 
increase  from  the  FY  1996  baseline  of  75%  to  96%  for  FY  1999; 

o  The  child  support  order  establishment  rate  is  projected  to 
increase  from  the  FY  1996  baseline  of  59.4%  to  74%  for  FY  1999; 

o  The  collection  rate  for  current  support  is  projected  to 
increase  from  the  FY  1996  baseline  of  53%  to  70%  for  FY  1999; 

o  The  percentage  of  cases  with  child  support  arrearages  that 
pay  some  amount  is  projected  to  increase  from  the  FY  1996 
baseline  of  35%  to  46%  for  FY  1999; 

o  State  child  support  enforcement  programs'   satisfaction  with 
Federal  Performance  is  expected  to  increase  based  on  a  FY  1997 
baseline.     HHS '  Office  of  Inspector  General   (OIG)   and  ACF  staff 
are  working  together  to  design  a  survey. 
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CHILD  SUPPORT  ENFORCEMENT  COLLECTIONS  AND  COSTS 
(Dollars  in  millions) 


1997  1998                 1999  Request 

Actual  Enacted          Request     +/-  Enacted 

Total  Collections 
Distributed  to: 

TANF/FC  Families     .     $158  $161            $170  $9 

Non-TANF  Families     10,160  11,617         13,041  +1,424 

TANF  program     ...   2,553  2,580           2,731  151 

FC  program  31  33                35  +2 

Total                         $12,902  $14,391       $15,977  +$1,586 

Distributed  to  TANF  Program: 

Net  Federal 

Share     ....     $1,023  $1,022         $1,061  +$39 

State  Share 
( includes 
incentives  and 
hold  harmless 

payments)      .    .    .   1,530  1,558           1,670  +112 

Total                                $2,553  $2,580         $2,731  +$151 

Administrative  Costs:  (Outlays) 

Federal  Share   .      $2,031  $2,432         $2,653  +$221 

State  Share   .    .    .   1,087  1,194           1,316  +122 

Costs                                $3,118  $3,626         $3,969  +$343 

Program  Savings  and  Costs:    (Collections  minus  Costs) 

Federal  Costs   .     $1,008  $1,410         $1,592  +$182 

State  Savings   .    .     -443  -364             -354  +10 

Net  Costs  $565  $1,046         $1,  238  +$192 
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State  Child  Support  Administrative  Costs 
Program  Data: 


FY  1997  FY  1998  FY  1999 

Actual          Appropriation  Estimate 

Service  Grants  . 

Formula  $2,445,066,000     $2,254,800,000  $2,748,800,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other  ---  ---   


Total  Program     $2,445,066,000     $2,254,800,000  $2,748,800,000 

Number  of  Applicants  54  54  54 

Number  of  Grants  54  54  54 

New  Starts: 
# 
$ 

Continuations : 

#  54  54  54 

$  $2,445,066,000     $2,254,800,000  $2,748,800,000 

Contracts : 

# 

$ 
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Federal  Incentive  and  Hold  Harmless  Payments  to  States 
Program  Data: 


FY  1997  FY  1998  FY  1999 

Actual           Appropriation  Estimate 

Service  Grants 

Formula  $401,000,000         $423,000,000  $469,000,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other       


Total  Program         $401,000,000         $423,000,000  $469,000,000 

Number  of  Applicants  54  54  54 

Number  of  Grants  54  54  54 

New  Starts: 

#  ---  -—  #  — 
$ 

Continuations : 

#  54  54  54 

$  $401,000,000  $423,000,000  $469,000,000 

Contracts : 

# 

$  — -  *irpn     ?     -  — 
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Access  and  Visitation  Grants 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual          Appropriation  Estimate 

Service  Grants 

Formula  $10,000,000  $10,000,000  $10,000,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other       


Total  Program  $10,000,000  $10,000,000  $10,000,000 

Number  of  Applicants  51  51  51 

Number  of  Grants  51  51  51 
New  Starts: 

#  51  51  51 

$  $10,000,000  $10,000,000  $10,000,000 

Continuations : 
# 
$ 

Contracts : 

# 

$ 
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Purpose  and  Method  of  Operation 
Other  Programs 

Payments  to  Territories  -  Adults   (Aged,  Blind  and  Disabled) 

Maintenance  assistance  programs  for  the  aged,  blind  and  disabled 
were  federalized  under  Title  XVI  of  the  Social  Security  Act  as 
the  Supplemental  Security  Income  program  on  January  1,   1974.  A 
small  residual  program,  however,   remains  for  the  residents  of 
Puerto  Rico,  Guam,  and  the  Virgin  Islands.     These  grants  are 
subject  to  spending  limitations  under  Section  1108  of  the  Social 
Security  Act.     The  limitations,  which  were  established  by  P.L. 
104  -  193  and  most  recently  amended  by  P.L.   105-33,  are: 
$107,255,000  for  Puerto  Rico,   $4,686,000  for  Guam,   $3,554,000  for 
the  Virgin  Islands,  and  $1,000,000  for  American  Samoa. 

Repatriation 

This  program  provides  assistance  to  U.S.  citizens  and  their 
dependents  returning  from  foreign  countries  who  have  been 
certified  by  the  Department  of  State  to  be  destitute  or  ill  or 
requiring  emergency  repatriation  due  to  threatened  armed 
conflict,   civil  strife  or  natural  disaster  abroad.     The  funding 
level  for  the  repatriation  program,  except  for  the  mentally  ill, 
is  set  by  the  authorizing  statute,  Section  1113  of  the  Social 
Security  Act.     Spending  is  entirely  dependent  * upon  external 
events,   and  is  affected  substantially  by  the  extent  of  conflict 
and  natural  disasters  abroad. 

The  repatriation  program  traditionally  reimbursed  States  directly 
for  assistance  provided  by  them  to  individual  repatriates  and  for 
State  administrative  costs.     In  January  1997,   the  program  entered 
into  a  cooperative  agreement  with  a  national,  private 
organization  for  provision  of  some  of  the  services  previously 
provided  by  States.     Individuals  receiving  assistance  are 
expected  to  repay  the  cost  of  such  assistance.     These  repatriate 
debts  are  collected  by  the  Program  Support  Center,   the  HHS 
component  charged  with  collecting  debts  owed  by  individuals. 

Rationale  for  the  Budget  Request 

Amounts  requested  for  FY  99  reflect  the  continued  operation  of 
these  existing  programs. 
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Payments  to  Territories  -  Adults   (Aged,  Blind,  Disabled) 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual  Appropriation  Estimate 

Service  Grants 

Formula                            $10,892,000  $21,000,000  $21,000,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other       

Total  Program          $10,892,000  $21,000,000  $21,000,000 

Number  of  Applicants                         3  3  3 


Number  of  Grants 
New  Starts: 
# 
$ 


3  3  3 


Continuations : 

#  3  3  3 

$  $10,892,000  $21,000,000  $21,000,000 

Contracts : 

$ 
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Repatriation 
Program  Data : 

FY  1997  FY  1998  FY  1999 

Actual             Appropriation  Estimate 

Service  Grants: 

Formula       

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 
Assistance       

Evaluation       

Program  Support       

Other  a/  $935,000  a/  $1,000,000  $1,000,000 

TOTAL  PROGRAM  $935, 000  $1,000,000  $1, 000, 000 


Number  of  Applicants 
Number  of  Grants 


New  Starts:  b/ 

#  1 
$  $745,000 


Continuations : 

#                                      ---  1  1 

$    $600,000  $600,000 


Contracts : 
# 
$ 

a/  The  Repatriation  Program  reimburses  providers  directly  for 
assistance  provided  to  individual  repatriates  and  for 
administrative  costs.     The  Program  Support  Center  in  PHS  is 
responsible  for  collection  of  the  repayments  from  repatriates, 
b/  In  January  1997  ACF  entered  into  a  cooperative  agreement  with 
a  national,  private  organization  for  provision  of  some  of  the 
services  to  repatriates  previously  provided  by  the  States. 
Higher  costs  in  FY  97  reflect  start-up  costs. 
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Purpose  and  Method  of  Operation 

Aid  to  Families  with  Dependent  Children  (AFDC)  ;  Benefit  Payments 

The  AFDC  program  provided  transitional  financial  assistance  to 
needy  families  with  dependent  children  to  cover  basic  needs  such 
as  food,  shelter,  and  clothing.     In  order  to  be  eligible, 
families  must  have  had  a  dependent  child  who  was  deprived  of 
parental  support  or  care  because  of  a  parent's  death,  incapacity, 
continued  absence,  or  the  unemployment  of  the  principal  family 
earner  in  a  two'- parent  family. 

The  AFDC  program  was  administered  by  State  and  local  welfare 
agencies  under  approved  State  plans  in  accordance  with  Federal 
statutes  and  regulations.     A  State  took  into  consideration  the 
needs,  as  well  as  the  income  and  resources,  of  all  individuals  in 
the  family  in  determining  the  amount  of  the  assistance  payment. 
Each  State  determined  its  own  need  and  payment  standards .  The 
program  was  jointly  funded  by  Federal,  State,  and,   in  some  cases, 
local  governments. 

Emergency  Assistance 

The  Emergency  Assistance   (EA)  program  was  an  optional  program 
established  to  provide  temporary  assistance  to  needy  families 
with  children.     This  program  was  administered  by  State  and  local 
welfare  agencies  under  State  plans  approved  in  accordance  with 
Federal  statutes  and  regulations.     Assistance  was  in  the  form  of 
cash  payments,   in-kind  assistance,  or  vendor  payments  to  prevent 
destitution  of  children  and  to  meet  emergency  needs  resulting 
from  natural  disasters,  homelessness,   family  violence,  or  child 
abuse  and  neglect.     Emergency  Assistance  benefits  included 
payments  for  rent,  utilities,   food,  clothing,  temporary  shelter, 
alternative  living  arrangements,  medical  assistance,  and  family 
support  services.     Federal  matching  at  50  percent  of  the  total  EA 
costs  was  available. 

State  and  Local  Administration 

The  Federal  government  reimbursed  50  percent  of  State  and  local 
administrative  costs  related  to  Assistance  Payments  programs. 
Activities  included  State  and  local  administrative  determination 
of  eligibility  for  assistance,   case  management,   and  AFDC  quality 
control  reviews. 

AFDC/JOBS  Child  Care 

The  Family  Support  Act  of  1988   (P.L.   100-485)   required  States  to 
guarantee  child  care  as  a  condition  of  participation  in  approved 
education  and  training  activities   (including  JOBS)   and  for 
employed  AFDC  recipients.     Federal  financial  participation  was 
available  for  the  actual  cost  of  child  care  up  to  a  statewide 
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limit  established  by  the  State  welfare  agency  in  its  State 
supportive  services  plan,  but  not  for  more  than  the  applicable 
local  market  rate.     The  Federal  matching  rate  for  AFDC  child  care 
payments  was  the  same  as  AFDC  benefit  payments  and  was  available 
as  an  open-ended  entitlement. 


At-Risk  Child  Care 

The  Omnibus  Budget  Reconciliation  Act  of  1990  amended  the  Social 
Security  Act  to  provide  States  with  the  option  to  provide  child 
care  to  low- income  families  who:    (1)   were  not  receiving  AFDC;  (2) 
needed  child  care  in  order  to  work;   and   (3)   would  otherwise  be  at 
risk  of  becoming  eligible  for  AFDC.     Families  contributed  to  the 
cost  of  providing  the  care  according  to  the  family's  ability  to 
pay.     Section  403 (n)   of  the  Social  Security  Act  authorized  $300 
million  in  Federal  funds  for  allocation  to  States  each  fiscal 
year  beginning  with  FY  1991.     The  statute  allowed  States  which 
underspend  their  allocation  in  any  year  to  increase,   subject  to 
certain  limits  and  for  one  year  only,   their  ceiling  allocation 
for  the  subsequent  year.     In  FY  1996,   50  States  and  the  District 
of  Columbia  had  At-Risk  Child  Care  programs. 

Rationale  for  the  Budget  Request 

The  FY  99  estimate  reflects  the  expected  submission  of  prior  year 
claims  for  expenditures  incurred  by  States  before  the  AFDC,  EA 
and  IV-A  child  care  programs  were  repealed  by  the  Personal 
Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996 
(PRWORA) .  According  to  PRWORA,   States  have  until  August  21,  1998 
to  submit  prior  year  claims  for  the  closeout  of  these  programs. 
We  anticipate  the  last  of  these  claims  will  be  paid  in  FY  99. 
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Aid  to  Families  with  Dependent  Children   (AFDC)   Benefit  Payments 
Program  Data: 

FY  1997  FY  1998  1999 

Actual  Appropriation  Estimate 

Service  Grants 

Formula                      $3,205,781,000         $300,000,000  $35,000,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other       


Total  Program     $3,205,781,000         $300,000,000  $35,000,000 

Number  of  Applicants  54  54  54 

Number  of  Grants  54  54  54 

New  Starts: 
# 
$ 

Continuations : 

#  54  54  54 

$  $3,205,781,000         $300,000,000  $35,000,000 

Contracts : 

# 

$ 
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Emergency  Assistance 
Program  Data: 


FY  1997  FY  1998  FY  1999 

Actual          Appropriation  Estimate 

Service  Grants 

Formula  $854,070,000         $200,000,000  $65,000,000 

Discretionary- 
Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other (footnote)       


Total  Program        $854,070,000         $200,000,000  $65,000,000 

Number  of  Applicants  51  51  51 

Number  of  Grants  51  51  51 

New  Starts: 

#  ---  --- 

$ 

Continuations : 

#  51  51  51 
$                        $854,070,000         $200,000,000  $65,000,000 

Contracts : 

# 

$ 
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State  and  Local  Welfare  Administration 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual  Appropriation  Estimate 

Service  Grants 

Formula                          $424,551,000  $146,000,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other       


Total  Program        $424,551,000  $146,000,000 

Number  of  Applicants  54  54 

Number  of  Grants  54  54 

New  Starts : 
# 
$ 

Continuations : 

#  54  54 

$  $424,551,000  $146,000,000 

Contracts : 

# 

$ 
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AFDC/JOBS  Child  Care 


Program  Data : 


FY  1997 
Actual 


FY  1998 


FY  1999 
Estimate 


Service  Grants 
Formula 


$1, 267, 000 


$5, 000, 000 


Discretionary     

Research     

Demonstration     

Development     

Training/Technical 

Assistance     

Evaluation     

Program  Support     

Other     

Total  Program  $1,267,000  $5,000,000 

Number  of  Applicants  51  51 

Number  of  Grants  51  51 
New  Starts: 


$ 


Continuations : 
# 
$ 


51 

$1, 267, 000 


51 

$5, 000, 000 


Contracts : 


# 

$ 
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At -Risk  Child  Care 


Program  Data : 


FY  1997 
Actual 


FY  1998 
Appropriation 


FY  1999 
Estimate 


Service  Grants 
Formula 


$10, 000, 000 


Discretionary     

Research     

Demonstration     

Development     

Training/Technical 

Assistance     

Evaluation     

Program  Support     

Other     

Total  Program    $10,000,000 

Number  of  Applicants    51 

Number  of  Grants    51 

New  Starts: 


$ 


Continuations : 
# 

t  $ 


51 

$10, 000, 000 


Contracts : 


# 
$ 
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CHILD  SUPPORT  ENFORCEMENT 
FEDERAL  SHARE  OF  STATE  AND  LOCAL  ADMINSTRAIWE  COSTS 


1997 

1998 

1999 

STATE 

ACTUAL 

ESTIMATE 

ESTIMATE 

Alabama 

$33,325,567 

$30,775,248 

$37,517,740 

Alaska 

12,290,241 

11,349,701 

13,836,286 

Arizona 

4C  CA4  £7C 

Zo, 603, 075 

44  CC7  TCC 

24,567,755 

to  ACA  474 

Z9,950,Z71 

Arkansas 

32,070,738 

29,616,447 

36,105,060 

California 

418,322,164 

386,309,047 

470,944,794 

Colorado 

25,763,403 

23,791,796 

29,004,297 

Connecticut 

37,372,176 

34,512,180 

42,073,390 

Delaware 

4  4  AC  A  4  "ST 

1  1  ,454,1 37 

4ft  177  CS4 

10,577,5BZ 

4 4  sac  nrt a 
1 Z ,  895,004 

Dist  of  Col. 

6,235,457 

5,758,274 

7,019,843 

Florida 

84,632,769 

78,156,042 

95,279,106 

Georgia 

50,185,185 

46,344,643 

56,498,205 

Guam 

2,224,378 

2,054,152 

2,504,193 

Hawaii 

4  T  ACA  4  44 

1 7,960,1 31 

4fi  CQC  ceo 

10,585,009 

•A  44&  447 

ZU,Zl9,417 

Idaho 

11,562,035 

10,677,222 

13,016,475 

Illinois 

83,213,850 

76,845,709 

93,681,695 

Indiana 

29,740,740 

27,464,758 

33,481,962 

Iowa 

17,113,292 

15,803,656 

19,266,050 

Kansas 

in  477  4  fi7 

J0,Z«  /  ,1  of 

97  OCA  4  C9 
Z/ ,96U,15Z 

\A  ASK  ftQI 
34,UeO,o9l 

Kentucky 

30,081,518 

27,779,457 

33,865,608 

Louisiana 

22,755,293 

21,013,889 

25,617,784 

Maine 

10,780,607 

9,955,595 

12,136,748 

Maryland 

47,999,870 

44,326,564 

54,037,990 

Massachusetts 

Ay  CCC  4A4 

4/  ,0&b,ZU3 

At  04C  ISA 

43,910,050 

03,538,51  Z 

Michigan 

125,890,690 

116,256,601 

141,727,047 

Minnesota 

54,365,235 

50,204,804 

61,204,083 

Mississippi 

20,633,706 

19,054,662 

23,229,313 

Missouri 

62,091,881 

57,340,150 

69,902,698 

Montana 

9,197,592 

8,493,724 

10,354,698 

Nebraska 

20,913,175 

19,312,744 

23,543,937 

Nevada 

14,412,842 

13,309,664 

16,225,898 

New  Hampshire 

9,783,878 

9,035,143 

11,014,636 

New  Jersey 

74,108,320 

68,437,002 

83,430,739 

New  Mexico 

20,401,609 

18,840,327 

22,968,019 

New  York 

114,407,228 

105,651,939 

128,799,028 

North  Carolina 

70,334,807 

64,952,266 

79,182,539 
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CHILD  SUPPORT  ENFORCEMENT 
FEDERAL  SHARE  OF  STATE  AND  LOCAL  ADMINSTRATiVE  COSTS 


1997 

1998 

1999 

STATE 

ACTUAL 

ESTIMATE 

ESTIMATE 

North  Dakota 

4,019,328 

3,711,739 

4,524,937 

Ohio 

170,398,715 

157,358,542 

191,833,936 

Oklahoma 

19,827,499 

18,310,152 

22,321,689 

Oregon 

26,906,867 

24,847,754 

30,291,603 

Pennsylvania 

119,562,971 

110,413,126 

134,603,335 

Puerto  Rico 

18,642,299 

17,215,652 

20,987,398 

Rhode  Island 

6,554,385 

6,052,795 

7,378,891 

South  Carolina 

25,680,767 

23.715,484 

28,911,266 

South  Dakota 

3,476,413 

3,210,372 

3,913,727 

Tennessee 

4C  4QC  44  4 

20,3ad,ZlZ 

4j|  4TC  4CE 

24,370,255 

29,7 19,585 

Texas 

103,253,872 

95,352,120 

116,242,641 

Utah 

26,320,714 

24,306,458 

29,631,715 

Vermont 

5,479,205 

5,059,896 

6,168,459 

Virgin  Islands 

2,013,612 

1,859,515 

2,266,913 

Virginia 

41,855,052 

38,651,993 

47,120,187 

WaSnlnyiOn 

77,232,807 

74  444  AAA 

71,322,380 

•  C  AiB  AAA 

West  Virginia 

17,280,095 

15,957,694 

19,453,836 

Wisconsin 

55,196,722 

50,972,660 

62,140,166 

Wyoming 

5,495,311 

5,074,769 

6,186,591 

Financial 

Adjustments 

3,412,264 

Total,  Budget 

Authority 

$2,445,065,689 

$2,254,800,000 

$2,748,800,000 

944 


CHILD  SUPPORT  ENFORCEMENT 
ACCESS  AND  VISITATION  GRANTS 


STATE 

1997 
ACTUAL 

1998 
ESTIMATE 

1999 
ESTIMATE 

Ala  bams 

$176,664 

"$176,664 

$176,864 

Alaska 

50,000 

50,000 

50,000 

Arizona 

136,986 

138,986 

138,986 

Arkansas 

95,926 

95,926 

95,926 

California 

1,113,750 

1,113,750 

1,113,750 

Colorado 

93,206 

93,206 

93,206 

Connecticut 

124,181 

124,181 

124,181 

Delaware 

50,000 

50,000 

50,000 

Dist  of  Col. 

50,000 

50,000 

50,000 

Florida 

533,258 

533,258 

533,258 

Georgia 

219,034 

219,034 

219,034 

Guam 

50,000 

50,000 

50,000 

Hawaii 

50,000 

50,000 

50,000 

Idaho 

50,000 

50,000 

50,000 

Illinois 

449,673 

449,673 

449,673 

Indiana 

353,006 

353,005 

353,005 

Iowa 

89,393 

89,393 

89,393 

Kansas 

116,319 

116,319 

116,319 

Kentucky 

185,334 

185,334 

185,334 

Louisiana 

205,732 

205,732 

205,732 

Maine 

50,000 

50,000 

50,000 

Maryland 

187,471 

187,471 

187,471 

Massachusetts 

171,787 

171,787 

171,787 

Michigan 

387,344 

387,344 

387,344 

Minnesota 

182,788 

182,788 

182,788 

Mississippi 

137,458 

137,458 

137,458 

Missouri 

173,392 

173,392 

173,392 

Montana 

50,000 

50,000 

50,000 

Nebraska 

50,000 

50,000 

50,000 

Nevada 

50,000 

50,000 

50,000 

New  Hampshire 

50,000 

50,000 

50,000 

New  Jersey 

202,220 

202,220 

202,220 

New  Mexico 

70,682 

70,682 

70,682 

New  York 

697,054 

697,054 

697,054 

North  Carolina 

233,772 

233,772 

233,772 
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CHILD  SUPPORT  ENFORCEMENT 
ACCESS  AND  VISITATION  GRANTS 


1QQ7 
J99I 

4  OAS 
1990 

4QQQ 

1999 

STATE 

ACTUAL 

ESTIMATE 

ESTIMATE 

North  Dakota 

50,000 

50,000 

50,000 

Ohio 

401,541 

401,541 

401,541 

Oklahoma 

102,649 

102,649 

102,649 

Oregon 

113,558 

113,556 

113,555 

Pennsylvania 

356,155 

356,165 

356,165 

Puerto  Rico 

109,276 

109,276 

109,276 

Rhode  Island 

50,000 

50,000 

50,000 

South  Carolina 

130,040 

130,040 

130,040 

South  Dakota 

50,000 

50,000 

50,000 

Tennessee 

201,540 

201,540 

201,540 

Texas 

704,262 

704,262 

704,262 

Utah 

72,529 

72,829 

72,629 

Vermont 

50,000 

50,000 

50,000 

Virgin  Islands 

50,000 

50,000 

50,000 

Virginia 

194,015 

194,015 

194,015 

Washington 

177,241 

177,241 

177,241 

West  Virginia 

67,170 

67,170 

57,170 

Wisconsin 

191,255 

191,265 

191,265 

Wyoming 

50,000 

50,000 

50,000 

Total,  Budget 

Authority 

510,000,000 

$10,000,000 

$10,000,000 
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AFDC  BENEFIT  PAYMENTS  (NET  OF  CHILD  SUPPORT  COLLECTIONS) 

1997  1998  1999 

STATE:  ACTUAL  1/        APPROPRIATION  21      ESTIMATE  21 


Alabama 

$7,003,946 

Alaelra 

<lO,AO  1  ,9V  1 

Arizona 

n 
u 

Arkansas 

94  At\Q  AOS 

California 

AK-t  ACQ  70C 

Colorado 

36,747,071 

Connecticut 

U 

Delaware 

•in  *tT^  (too 

District  of  Columbia 

47  A41  Oil 

37,013,843 

rionaa 

q  inn 

Georgia 

52,186,528 

Guam 

3,309,D38 

Hawaii 

fi1  K77  QiC 
O  1 ,3/  1,9  19 

Idaho 

1 1 ,848,099 

III  InAic 

Illinois 

9ft1  Ifil  AIR 
ZOO,  Jo  J, 01 0 

Indiana 

0 

17  537  035 

Kansas 

u 

i\eniucKy 

ft  4ft1  fifil 
O,  ID  1  ,DO  1 

Louisana 

4  Q  9ft9  4P.fi 

Maine 

14,175,303 

Marvlanri 

26  768  766 

Maccarhi  icattc 
IVlaS5aCflU5t>llS 

n 

u 

Michigan 

44  nnn  4  no. 

4  1,UUU,1U0 

Minnesota 

4nn  iai  n^ii 

Mississippi 

0 

Missouri 

lO  A4D  iiJlA 

32,91 8,449 

Montana 

40  nen  40 
1Z,0oU,4O4 

Nebraska 

4,391,125 

Nevada 

4  685  791 

New  Hampshire 

0 

New  Jersey 

104,427,500 

New  Mexico 

79,763,040 

New  York 

344,992,500 

North  Carolina 

39,816,326 

North  Dakota 

8,086,758 

Ohio 

0 

Oklahoma 

0 

Oregon 

1,378 
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AFDC  BENEFIT  PAYMENTS  (NET  OF  CHILD  SUPPORT  COLLECTIONS) 


STATE: 


1997 
ACTUAL  1/ 


1998 

APPROPRIATION  21 


1999 
ESTIMATE  21 


Pennsylvania 

280,277,585 

Puerto  Rico 

34,907,281 

Rhode  Island 

44,318,413 

South  Carolina 

3,003,178 

South  Dakota 

2,690,740 

Tennessee 

0 

Texas 

67,704,236 

Utah 

7,592 

Vermont 

591,627 

Virgin  Islands 

2,087,880 

Virginia 

54,431,315 

Washington 

132,000,000 

West  Virginia 

35,443,891 

Wisconsin 

15,139,981 

Wyoming 

3,203,593 

Financial  Adjustments 

(49,167,275) 

Federal  Share  of  Child 

Support  Collections 

Offsetting  AFDC  Benefits  3/ 

697,767,000 

300,000,000 


35,000,000 


TOTAL 


$3,205,781,000 


$300,000,000 


$35,000,000 


1/  FY  1997  actuals  represent  payments  to  States  prior  to  TANF  implementation. 

21  FY  1998  &  FY  1999  represent  anticipated  grants  needed  to  cover  prior  year  claims  for 

periods  prior  to  TANF  implementation. 

3/  Represents  additional  spending  authority  from  offsetting  child  support  collections  for 
periods  prior  to  TANF  implementation. 
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EMERGENCY  ASSISTANCE 

1997  1998  1999 

STATE:  ACTUAL  1/        APPROPRIATIONS      ESTIMATE  21 


Alabama 

$1,021,808 

Alaska 

o 

A  9Q7  "IRQ 

ArKansas 

7  Q77  SAC 

0,9/  I  ,003 

f^a  1  if  nrn  ia 

Colorado 

33,183,354 

r^nnnorf  in  it 

14  643  565 

Ucldndi  C 

7,474,670 

308  566 

Florida 

o 

Georgia 

3,965,810 

Guam 

o 

Hawaii 

196,718 

Idaho 

2  603  377 

Illinois 

72,258,431 

Indiana 

8,269,378 

Iowa 

4,522,468 

o 

30,004 

Louisana 

1  759  530. 

Maine 

587,500 

Ma  rvla  nri 
■  via i  y  iq i  iu 

1,048,259 

liiddodLliUoclld 

o 

micnsgan 

1  97ft  776 

Ml  inn  ac    ♦  9 

13  90.9  106 

Mississippi 

0 

Missouri 

A  17ft  £40 

rvioniana 

1  nfii  Qn9 

1  9ftQ  90R 

Nevada 

1,420,383 

New  Hampshire 

0 

New  Jersey 

10,895,650 

New  Mexico 

7,000,000 

New  York 

415,945,514 

North  Carolina 

26,334,907 

North  Dakota 

4,971,408 

Ohio 

141,838 

Oklahoma 

716,546 

Oregon 

14,614 
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EMERGENCY  ASSISTANCE 

1997  1998  1999 

STATE:  ACTUAL  1/        APPROPRIATIONS      ESTIMATE  21 


Pennsylvania  139,105,671 

Puerto  Rico  174,166 

Rhode  Island  11,417,814 

South  Carolina  230,502 

South  Dakota  381,097 

Tennessee  1,680,245 

Texas  22,650,002 

Utah  376,168 

Vermont  0 

Virgin  Islands  0 

Virginia  16,951 

Washington  12,500,000 

West  Virginia  1,553,000 

Wisconsin  1,067,449 

Wyoming  140,562 

Financial  Adjustments  0            200,000,000  65,000,000 

TOTAL  $854,070,183           $200,000,000  $65,000,000 


1/  FY  1997  actuals  represent  payments  to  States  prior  to  TANF  implementation. 

21  FY  1998  &  FY  1999  represent  anticipated  grants  needed  to  cover  prior  year  claims  for 

periods  prior  to  TANF  implementation. 
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AFDC  STATE  AND  LOCAL  ADMINISTRATION 

1997  1998  1999 

STATE:   ACTUAL  1/       APPROPRIATION  21  ESTIMATED 


Alabama 

$1,185,830 

Alaska 

3,952,948 

Arizona 

0 

Arkansas 

5,514,975 

California 

47,008,289 

Colorado 

8,711,964 

Connecticut 

0 

Delaware 

5,292,720 

District  of  Columbia 

8,344,309 

Florida 

0 

Georgia 

6,258,238 

Guam 

404,216 

Hawaii 

3,795,749 

Idaho 

2,869,580 

Illinois 

46,627,571 

Indiana 

0 

Iowa 

2,599,831 

Kansas 

0 

Kentucky 

631,963 

Louisana 

1,846,585 

Maine 

853,107 

Maryland 

7,760,239 

Massachusetts 

0 

Michigan 

9,988,194 

Minnesota 

23,653,241 

Mississippi 

0 

Missouri 

2,754,466 

Montana 

1,487,534 

Nebraska 

1,442,287 

Nevada 

1,587,831 

New  Hampshire 

0 

New  Jersey 

36,857,480 

New  Mexico 

5,700,000 

New  York 

69,011,638 

North  Carolina 

9,758,915 

North  Dakota 

1,650,078 

Ohio 

0 

Oklahoma 

0 

Oregon 

0 
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AFDC  STATE  AND  LOCAL  ADMINISTRATION 

1997  1998  1999 

STATE:  ACTUAL  1/       APPROPRIATIONS      ESTIMATE  21 


Pennsylvania 

40,216,174 

Puerto  Rico 

6,404,582 

Rhode  Island 

3,821,500 

South  Carolina 

443,425 

South  Dakota 

384,868 

Tennessee 

3,680 

Texas 

11,025,850 

Utah 

692,632 

Vermont 

0 

Virgin  Islands 

Virginia 

10,525,271 

Washington 

26,000,000 

West  Virginia 

2,187,500 

Wisconsin 

4,580,533 

Wyoming 

500,126 

Financial  Adjustments 

0 

TOTAL 

$424,550,919 

146,000,000  0 
$146,000,000  0 


1/  FY  1997  actuals  represent  payments  to  States  prior  to  TANF  implementation. 

21  FY  1998  &  FY  1999  represent  anticipated  grants  needed  to  cover  prior  year  claims  for 

periods  prior  to  TANF  implementation. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Administration  for  Children  and  Families 
Payments  to  States  for  Foster  Care  and  Adoption  Assistance 

FY  1999  Budget  Page 
Appropriation  language  and  explanation  of  language  changes  D-2 

Language  analysis  *  D-2 

Amount  available  for  obligation  .    .  •  D-3 

Summary  of  changes  D-4 

Budget  authority  by  activity     .    D-5 

Budget  authority  by  object    D-5 

Authorizing  legislation    D-6 

Appropriation  history  table    D-8 

Justification : 

A.  General  Statement    D-9 

B.  Foster  Care   D-ll 

C.  Adoption  Assistance    D-15 

D.  Independent  Living    D-19 

E.  State  Tables  D-22 


D-l 
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PAYMENTS  TO  STATES  FOR  FOSTER  CARE  AND  ADOPTION  ASSISTANCE 

For  making  payments  to  States  or  other  non-Federal  entities, 
under  title  IV-E  of  the  Social  Security  Act,  [$3,200,000,000] 
$3 , 964 , 000 , 000 ,   of  which  $200 , 000 , 000  shall  be  placed  in  reserve 
for  use  only  in  such  amounts  and  such  times  as  may  become 
necessary  to  make  payments  to  States.  1 

For  making  payments  to  States  or  other  non-Federal  entities, 
under  title  IV-E  of  the  Social  Security  Act,   for  the  first 
quarter  of    [1999]    2000,    [$1,157,500,000]  $1,355,300,000. 
(Department  of  Health  and  Human  Services  Appropriations  Act, 
1998.) 


Language  Analysis 


Language  Change 

...of  which  $200,000,000  shall 
be  in  reserve  for  use  only  in 
such  amounts  and  in  such  times 
as  may  become  necessary  to 
make  payments  to  States. 


Explanation 

Language  is  added  to  support 
grant  awards  should  the 
definite  appropriation  be 
insufficient  for  either  Foster 
Care  or  Adoption  Assistance. 


1  Language  is  added  to  provide  funds  for  making  fourth 
quarter  grants  if  definite  appropriations  are  insufficient. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
Amounts  Available  for  Obligation 


1997  1998  1999 

Actual  Appropriation  Estimate 

Appro- 
pria- 
tion: 
Annual 

(defin)        $4,445,031,000         $3,200,000,000  $3,964,000,000 

Permanent  ---  1,111,000,000  1,157,500,000 

Unobli- 
gated 
balance, 

lapsing  -492,872,000  -200,000,000  -200,000,000 


Total 
Obliga- 
tions...     $3,952,159,000         $4,111,000,000  $4,921,500,000 
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Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
SUMMARY  OF  CHANGES 


1998  Current  Estimate  $4,311,000,000 

1999  Request  $5,121,500,000 

Net  change  +$  810,500,000 


1998  Current  Change 
Estimate  Base  from  Base 


Increases : 

A.     Increases : 

Built-in: 

1.     Foster  Care- 
Increase  in 
children  and 


payments   $3,540,300,000  +$442,400,000 

2 .  Adoption  Assistance  - 
Increase  in  children 

and  payments...  700,700,000  +168,100,000 

3.  Reserve    +200,000,000 

Total  Increases....  +$810,500,000 

Net  change   +$810,500,000 
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Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
Budget  Authority  by  Activity 


1997  1998  1999 

Actual  Appropriation  Estimate 


1.  Foster 

Care   $3 , 777 , 143 , 000a/       $3,540,300,000  $3,982,700,000 

2.  Adoption 

Asst....  597,888,000a/  700,700,000  868,800,000 

3 .  Independent 

Living..  70,000,000  70,000,000  70,000,000 

4.  Reserve      200,000,000 


Total, 
Budget 

Authority  $4,445,031,000  $4,311,000,000  $5,121,500,000 

a/  Reflects  a  reprogramming  of  $30,000,000  from  Foster  Care  to 
Adoption  Assistance. 


Budget  Authority  by  Object 


Increase 

1998  1999  or 

Appropriation  Estimate  Decrease 

Grants,  subsidies 
and  contribu- 
tions $4,311,000,000       $5,121,500,000  +$810,500,000 
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Payments  to  States  for  Foster  Care  and  Adoption  Assistance 


Foster  Care 
[Sec.   470  of 
Title  IV-E  of  ' 
the  Social 
Security  Act, 
as  amend- 
ed] ...  .     Indefinite       $3,540,300,000         Indefinite  $3,982,700,000 

Independent 
Living  [Sec. 
470  and  477  of 
Title  IV-E  of 
the  Social 
Security  Act, 
as  amend- 
ed] ...  .    $70,000,000  70,000,000       $70,000,000  70,000,000 

Adoption 
Assistance  [Sec. 
470  of  Title 
IV-E  of  the 
Social  Security 
Act, as  amend- 
ed] ...  .     Indefinite  700,700,000         Indefinite  868,800,000 

Reserve  for 
Foster  Care/ 
Adoption  As- 
sistance Indefinite    Indefinite  200,000,000 


Total  Budget 

Authority     $---  $4,311,000,000  $---  $5,121,500,000 


Authorizing  Legislation 


1998 
Amount 
Authorized 


1998 
Appropriation 


1999 
Amount 
Authorized 


1999 
Budget 
Request 
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Appropriation 
against 

definite  auth- 
oriza- 
tion. .  .    $70,000,000  $70,000,000       $90,000,000  $90,000,000 
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Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
APPROPRIATION  HISTORY  TABLE 

Budget 

Estimate  House  Senate 

Year        To  Congress        Allowance  Allowance  Appropriation 

1990     1,286,447,000  1,556,364,000  1,336,447,000  1,374,916,000 

1991a/2,471,283, 000  2,583,929,000  2,583,929,000  2,583,929,000 

1992b/2, 367,734, 000  2,614,005,000  2,614,005,000  2,614,005,000 

1993  2,988,668,000  2,988,668,000  2,924,014,000  2,924,014,000 

1994  2,992,900,000  2,992,900,000  2,992,900,000  2,992,900,000 

1995  3,440,871,000  3,597,371,000  3,597,371,000  3,597,371,000 
1995 

Sup.  26,291,000 

1996C/4, 307, 842, 000  4,307,842,000  4,322,238,000  4 , 322 , 238 , 000d/ 

1997  4,445,000,000  4,445,031,000  4,445,031,000  4,445,031,000 

1998  4,311,000,000  4,311,000,000  4,311,000,000  4,311,000,000 

1999  1,157,700,000     1,157,500,000     1,157,500,000  1,157,500,000 
(First  quarter  advance  appropriation  requested  and  provided 

for  FY  1999} 

1999  3,964,000,000 

2000  1,355,000,0000 

(First  quarter  advance  appropriation  for  FY  2000) 

a/  Budget  Estimate  to  Congress  included  a  legislative  proposal  to 
reduce  Foster  Care  and  Adoption  Assistance  costs  by  $160,909,000. 

b/  Budget  Estimate  to  Congress  included  a  legislative  proposal  to 
reduce  Foster  Care  administrative  costs  by  $246,631,000. 

c/  Senate  Committee  Mark. 

d/  Based  on  levels  of  the  ninth  Continuing  Resolution,  including 
an  incremental  policy  adjustment. 
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Justification 

Payments  to  States  for  Foster  Care  and  Adoption  Assistance 

Increase 

1997  1998  1999  or, 

Actual        Appropriation  Estimate  Decrease 

1 .  Foster 

Care 

$3, 777, 143, 000a/$3, 540, 300,000  $3,982,700,000  +$442,400,000 

2.  Adoption 

Asstistance 

597,888,000a/       700,700,000         868,800,000  +168,100,000 

3 .  Independent 

Living 

70,000,000  70,000,000  70,000,000 

5.     Reserve       ---  ---  200,000,000  +200,000,000 


Total, 
Budget 
Author- 
ity     $4,445,031,000     $4,311,000,000  $5,121,500,000  +$810,500,000 

a./    Reflects  a  reprogramming  of  $30,000,000  from  Foster  Care  to 
Adoption  Assistance. 

General  Statement 

Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
include  those  entitlement  programs  which  assist  States  with  the 
costs  of  maintaining  eligible  children  in  foster  care,  preparing 
children  for  living  on  their  own  and  adopting  children  under 
special  conditions.    Administrative  and  training  costs  are  also 
supported.    The  President's  appropriation  request  of 
$5,121,400,000  for  this  account,  including  $200  million  in 
contingency  amounts,  is  based  on  current  law  requirements.  No 
proposed  law  amounts  are  included. 

Current  law  appropriation  request   $5,121,500,000 
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The  request  also  includes  $1,355,300,000  for  the  first  quarter  of 
FY  2000.     These  funds  will  ensure  the  timely  awarding  of  first 
quarter  grants. 

Legislation  has  been  enacted  which  aims  to  increase  adoptions 
through  financial  incentives  and  increased  technical  assistance 
to  States.     The  expenditures  for  incentives  will  be  offset  by- 
reductions  in  the  cost  of  Foster  Care.     The  goal  of  the 
legislation  is  to  substantially  increase  the  number  of  adoptions 
and  permanent  placements  from  the  foster  care  system.     The  impact 
of  the  legislative  proposal  will  be  seen  in  FY  1999  when  state 
data  begins  to  be  made  available. 

Child  welfare  programs  work  together  to  keep  children  and 
families  together,   to  provide  safe,   stable,   family-like  settings 
consistent  with  the  needs  of  each  child  when  remaining  at  home  is 
not  in  the  best  interest  of  the  child,   and  to  reunite  children 
with  their  biological  families  when  appropriate.     Key  entitlement 
programs  include:     Foster  Care,  Adoption  Assistance,  Independent 
Living,   and  Family  Preservation  and  Support,   and  discretionary 
programs  include  Child  Welfare  Services  State  grants,  Child 
Welfare  Training,  Adoption  Opportunities,  Abandoned  Infants,  and 
Adoption  Incentives.     The  health  and  safety  of  the  child  are 
always  of  primary  importance . 
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Foster  Care 

Authorizing  legislation  -  Section  470,  Title  IV-E  of  the  Social 
Security  Act,  as  amended 


Regular 

Program  $3 , 777 , 143 , 000a/$3 , 540 , 300 , 000  $3,982,700,000  +$442,400,000 

Reserve 
(for  both 
Foster  Care 

and  Adoption)      200,000,000  +200,000,000 

a/  Reflects  a  reprogramming  of  $3  0,000,000  from  Foster  Care  to 
Adoption  Assistance. 

1999  Authorization  Indefinite 

Purpose  and  Method  of  Operations 

Consistent  with  ACF's  goal  to  improve  healthy  development,   safety,  and 
well-being  of  children  and  youth  and  to  increase  the  safety, 
permanency,   and  well-being  of  children  and  youth,   this  program 
provides  funds  to  States  for  foster  care  maintenance  payments, 
administrative  costs  to  manage  the  program,   including  costs  for 
statewide  automated  information  systems;  and  training  of  staff  and 
foster  and  adopting  parents.     The  purpose  of  the  program  is  to  help 
States  provide  proper  care  for  children  who  need  placement  outside 
their  homes,   either  in  a  foster  family  home  or  an  institution. 

This  program  is  an  annually  appropriated  entitlement  program.  Federal 
financial  participation  in  State  expenditures  for  foster  care 
maintenance  payments  is  provided  at  the  Medicaid  match  rate  for 
medical  assistance  payments,  which  varies  among  States  from  50  percent 
to  79  percent.     Federal  financial  participation  for  State 
administrative  expenditures  is  made  at  a  50  percent  rate  and  at  a  75 
percent  rate  for  the  training  of  State  or  local  agency  personnel, 
foster  parents,   or  staff  of  State  licensed  or  approved  institutions. 

The  Social  Security  Act  links  the  title  IV-E  programs,  including 
Foster  Care,   to  Title  IV-B  programs,   the  Child  Welfare  Services  State 
Grant  Program,   and  the  Safe  and  Stable  Families  Program,  formerly 
called  Family  Preservation  and  Support  Program.     The  same  State  agency 
must  administer,   or  supervise,   the  administration  of  the  programs. 
The  goal  of  the  programs  is  to  strengthen  families  in  which  children 
are  at  risk.     Taken  together,   these  programs  provide  a  continuum  of 
services  to  assist  children  and  their  families.     The  Adoption  and 
Foster  Care  Analysis  and  Reporting  System  (AFCARS)  provides  the 


1997 
Actual 


1998 
Appropriation 


1999 
Estimate 


Increase 
or 

Decrease 
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Federal  Government  with  data  on  all  children  in  foster  care  who  are 
the  responsibility  of  the  State  agency  and  all  children  adopted  with 
some  State  involvement . 

The  appropriations  for  Foster  Care  maintenance  payments, 
administration,   and  training  over  the  past  five  fiscal  years  are  as 
follows : 


1994   $2,605,500,000 

1995  $3,093,203,000  a/ 

1996  $3,  742,338,  000 

1997  $3,777,143,000  b/ 

1998  $3,540,300,000 


a/  Reflects  a  reprogramming  of  $35,000,000  from  Foster  Care  to 
Adoption  Assistance. 

b/  Reflects  a  reprogramming  of  $30,000,000  from  Foster  Care  to 
Adoption  Assistance. 

Rationale  for  the  Budget  Request 

In  FY  1999,   Federal  assistance  of  $3,982,700,000  for  322,600  children 
is  requested.     This  request  is  based  on  current  law  estimates.  In 
addition,   $1,031,900,000  is  requested  for  the  first  quarter  of  FY  2000 
to  ensure  timely  first  quarter  grant  awards. 

The  amount  requested,   together  with  funds  requested  for  child  welfare 
discretionary  programs,  will  assist  in  achieving  the  performance  goal 
of  protecting  children  from  abuse  and  neglect  in  their  homes  and 
minimizing  the  risk  of  harm  to  children.     More  specif ically, the 
program  expects  to  decrease  the  percentage  of  children  who  re-enter 
foster  care  because  of  maltreatment  from  59  percent  of  those  who  re- 
entered in  FY  1995  to  55  percent  of  those  who  re-enter  in  FY  1999. 

The  FY  1.999  funds  also  will  assist  in  achieving  the  performance  goal 
of  providing  children  with  permanency  and  stability  in  their  living 
situations,  protecting  children  from  abuse  and  neglect,   and  minimizing 
the  disruption  to  the  continuity  of  family  and  other  relationships. 
The  program  will  increase  the  percentage  of  children  who  exit  the 
foster  care  system  either  through  reunification  within  one  year  of 
placement,  or  through  adoption  or  guardianship  within  two  years  of 
placement.     The  goal  is  to  increase  the  percentage  of  children  who 
exit  the  system  through  reunification  from  69  percent  in  FY  1995  to  73 
percent  in  FY  1999;  and  to  increase  the  percentage  of  children  who 
exit  through  adoption  or  guardianship  from  2.7  percent  in  FY  1995  to 
10  percent  in  FY  1999  for  adoption;  and  from  2.1  percent  in  FY  1995  to 
5  percent  in  FY  1999  for  guardianship. 

In  addition,   FY  1999  funds  will  assist  in  achieving  the"  performance 
goals  of  enhancing  families'   capacities  to  provide  for  their 
children's  needs,  and  providing  children  with  permanency  and  stability 
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in  their  living  situations  and  minimizing  the  disruption  to  the 
continuity  of  family  and  other  relationships  through: 

o    Increasing  the  percentage  of  foster  family  placements 
that  are  with  relatives  from  26  percent  in  1995  to  3  0 
percent  in  FY  1999. 

o    Establishing  baseline  figures  to  assess  the  size  of  the 
pool  of  potential  foster  and  adoptive  parents  who  reflect 
the  racial/ethnic  make-up  of  children  in  foster  care  and 
children  waiting  to  be  adopted  and  the  pool  of  individuals 
who  are  willing  to  adopt  or  be  a  foster  parent  for  a  child 
from  a  different  racial/ethnic  group. 

o    Decreasing  the  mean  number  of  placement  settings  per 
foster  care  placement  episode  from  2.4  in  FY  1995  to  2.0  in 
FY  1999. 
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Title  IV-E-Foster  Care 


FY  1997  FY  1998  FY  1999 

Actual  Appropriation  Request 


Program  Data: 


Service  Grants: 

Formula  $3,776,593,000  $3,539,650,000  $3,981,950,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 
Assistance  300,000  400,000  500,000 

Evaluation  250,000  250,000  250,000 

Program  Support       

Other       

TOTAL 
PRO- 
GRAM $3,777,143,000  $3,540,3  00,000  $3,982,700,000 

Number  of  Applicants  52  52  52 

Number  of  Grants  52  52  52 

New  Starts: 
# 

Continuations : 

#  52  52  52 
$      3,292,168,576a/             3,540,050,000  3,982,450,000 

Contracts : 

#  i  i  i 

$  250,000  250,000  250,000 


a/     The  program  lapsed  $484,724,424 
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Adoption  Assistance 


Authorizing  legislation  -  Section  470,  Title  IV-E  of  the  Social 
Security  Act,   as  amended. 


1997 
Actual 


1998 
Appropriation 


1999 
Estimate 


Increase 
or 

Decrease 


$597, 888, 000  a/ 


$700, 700, 000 


$868,800,000  +$168,100,000 


a/  Reflects  an  approved  reprogramming  of  $30,000,000  from  Foster  Care 
to  Adoption  Assistance. 


Purpose  and  Method  of  Operations 

The  Adoption  Assistance  program,   consistent  with  ACF's  goal  to  improve 
healthy  development,   safety,   and  well-being  of  children  and  youth  and 
to  increase  the  safety,  permanency,   and  well-being  of  children  and 
youth,   provides  funds  to  States  to  assist  in  paying  maintenance  costs 
for  adopted  children  with  special  needs  who  cannot  be  reunited  with 
their  families,   thus  preventing  long  inappropriate  stays  in  foster 
care.     To  receive  adoption  assistance  benefits,   a  child  must: 

o    have  special  needs,   e.g.,   older;  a  member  of  a  minority  or 
sibling  group;  or  have  a  physical,   mental,   or  emotional 
disability;  and 

o     have  been  receiving  or  be  eligible  to  receive  Aid  to  Families 
with  Dependent  Children  as  in  effect  on  July  16,    1996,  or 
Title  IV-E  Foster  Care  benefits;  or 

o     have  been  receiving  or  be  eligible  to  receive  Supplemental 
Security  Income  benefits. 

Funds  are  also  used  for  the  administrative  costs  of  managing  the 
program  and  training  staff  and  adoptive  parents. 

Adoption  Assistance  is  an  annually  appropriated  entitlement  program. 
Federal  financial  participation  in  State  maintenance  expenditures  is 
provided  at  the  Medicaid  match  rate  for  medical  assistance  payments, 
which  varies  among  States  from  50  percent  to  79  percent.  State 
adoption  subsidy  payments  made  on  behalf  of  individual  children  also 
vary  from  State  to  State  but  may  not  exceed  foster  family  care  rates 
for  comparable  children.     State  administrative  costs  are  matched  at  a 
50  percent  rate  and  training  for  State  and  county  employees  and 
adoptive  parents  at  a  75  percent  rate. 


1999  Authorization 


Indefinite 
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The  number  of  adopted  children  subsidized  by  this  program  and  the 
level  of  Federal  reimbursement  have  increased  significantly  as 
permanent  homes  are  found  for  more  children.     Over  the  past  five 
years,  the  average  monthly  number  of  children  for  whom  payments  were 
made  has  more  than  doubled  -  from  just  over  91,000  in  FY  1994  to  an 
estimated  197,100  in  FY  1999. 

The  appropriations  for  Adoption  Assistance  payments,  administration, 
and  training  over  the  past  five  fiscal  years  are  as  follows: 


FY  1994  $317,400,000 

FY  1995  $423,348,000  a/ 

FY  1996  $509,900,000 

FY  1997  $597,888,000  b/ 

FY  1998  $700,700,000 


a/  Reflects  a  reprogramming  of  $35,000,000  from  Foster  Care  to 
Adoption  Assistance. 

b/  Reflects  a  reprogramming  of  $30,000,000  from  Foster  Care  to 
Adoption  Assistance. 

Rationale  for  the  Budget  Request 

Title  IV-E-Adoption  Assistance  provides  Federal  assistance, 
participating  in  payments  for  children  with  special  needs  who 
cannot  be  reunified  with  their  birth  families.     In  FY  1999,  an 
estimated  average  of  197,100  children  per  month,   an  increase  of 
27,200  children  over  FY  1998,  will  have  payments  made  on  their 
behalf,  at  a  cost  estimated  at  $868,800,000.     This  amount  includes 
funds  for  the  costs  of  administration  and  training.     In  addition, 
the  request  includes  $255,600,000  for  the  first  quarter  of  FY  2000 
to  ensure  timely  first  quarter  grant  awards. 

The  amount  requested,   together  with  amounts  requested  for  child 
welfare  discretionary  programs,  will  assist  in  achieving  the 
performance  goal  of  providing  children  with  permanency  and 
stability  in  their  living  situations  and  minimizing  the  disruption 
to  the  continuity  of  family  and  other  relationships  through: 

o      Increasing  the  percentage  of  children  who  exit  the  system 
through  reunification  from  6  9  percent  in  FY  1995  to  73 
percent  in  FY  1999. 

o      Increasing  the  percentage  of  children  who  exit  through 

adoption  or  guardianship  from  2.7  percent  in  FY  1995  to  10 
percent  in  FY  1999  for  adoption;  and  from  2.1  percent  in  FY 
1995  to  5  percent  in  FY  1999  for  guardianship. 
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Assisting  in  doubling  the  number  of  adoptions  and 
guardianships  for  children  in  the  public  foster  care  system 
between  FY  1997  and  FY  2002  by  increasing  adoptions  from 
20,000  in  FY  1997  to  24,000  in  FY  1999  and  guardianships  from 
7,000  in  FY  1997  to  8,500  in  FY  1999. 


Increasing  the  number  of  minority  children  adopted  from  the 
public  child  welfare  system  from  8,400  in  FY  1995  to  12,000 
in  FY  1999. 

Increasing  the  number  of  children  with  disabilities  who  are 
adopted  from  the  public  child  welfare  system  from  4,600  in  FY 
1995  to  7,100  in  FY  1999. 

Reducing  the  median  length  of  time  between  placement  and 
adoption  for  all  children  from  42  months  in  FY  1995  to  38 
months  in  FY  1999  while  simultaneously  decreasing  the 
difference  in  the  median  length  of  time  between  placement  and 
adoption  between: 

-  white  children  and  African-American  children  from  11  months 
in  FY  1995  to  9  months  in  FY  1999;  and 

white  children  and  Hispanic  children  from  5  months  in  FY 
1995  to  4  months  in  FY  1999. 

Increasing  the  percentage  of  adoptions  and  guardianships  by 
relatives  for  children  in  the  child  welfare  system  from  11 
percent  in  FY  1995  to  15  percent  in  FY  1999  for  adoptions, 
and  from  64  percent  in  FY  1995  to  70  percent  in  FY  1999  for 
guardianships . 
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Title  IV- E -Adopt ion  Assistance 
Program  Data: 


FY  1997  FY  1998  FY  1999 

Actual  Appropriation  Request 


Service  Grants 


Formula  $597,888,000  $700,700,000  $868,800,000 
Discretionary       

Research       

Demonstration       

Development       

Training/Technical 
Assistance       

Evaluation       

Program  Support       

Other       

TOTAL 

PROGRAM     $597,888,000  $700,700,000  $868,800,000 

Number  of  Applicants       51  51  51 

Number  of  Grants  51  51  51 

New  Starts : 
# 
$ 

Continuations : 

#  51  51  51 

$       $597,888,000  $700,700,000  $868,800,000 

Contracts : 

# 

$ 
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Independent  Living 

Authorizing  Legislation  -  Sections  470  and  477  of  Title  IV-E,  of 
the  Social  Security  Act. 

Increase 

1997  1998  1999  or 

Actual  Appropr iat  ion  Estimate  Decrease 

$70,000,000  $70,000,000  $70,000,000 

1999  Authorization  Indefinite 

Purpose  and  Method  of  Operations 

This  program  provides  services  to  foster  children  who  are  16  or 
older  to  help  them  make  the  transition  to  independent  living  by- 
earning  a  high  school  diploma  or  receiving  vocational  training  or 
training  in  daily  living  skills  such  as  budgeting,  locating 
housing,   career  planning  and  job  finding,  or  otherwise  make  the 
transition  to  independent  living. 

Grants  are  awarded  to  States.     Each  State  is  eligible  to  receive 
a  portion  of  the  funds  appropriated  that  is  equal  to  each  State's 
proportion  of  the  national  total  of  foster  children  that  received 
maintenance  payments  under  the  IV-E  Foster  Care  program  in  fiscal 
year  1984. 

In  order  to  be  awarded  Federal  funds  in  addition  to  their  share 
of  an  initial  $45,000,000,   States  must  match  the  additional 
Federal  funds  dollar  for  dollar. 

Appropriations  for  Independent  Living  over  the  past  five  years 
have  been: 


1994   $70,  000,  000 

1995   $70,  000,  000 

1996   $70,  000,  000 

1997   $70,  000,  000 

1998   $70,  000,  000 


Rationale  for  the  Budget  Request 

The  Independent  Living  program  began  in  1986  after  several 
surveys  during  the  mid- 1980 's  showed  that  a  significant  number  of 
homeless  shelter  users  had  been  recently  discharged  from  foster 
care . 

A  study  conducted  by  Westat,   Inc,   concluded  that  emancipated 
youth  were  a  troubled  population.     In  the  study  population,  two- 
thirds  of  18 -year-olds  had  not  completed  high  school  or  a  GED 
program  and  61  percent  had  no  job  experience.     In  addition,  38 
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percent  had  been  diagnosed  as  emotionally  disturbed,   17  percent 
had  a  drug  abuse  problem,  nine  percent  had  a  health  problem,  17 
percent  experienced  at  least  three  living  arrangements,  and 
approximately  3  0  percent  had  been  in  substitute  care  for  an 
average  of  nine  years . 

Children  and  youth  who  remain  in  foster  care  until  majority  are 
at  high  risk  of  future  dependency.     An  estimated  100,000  of  the 
450,000  in  foster  care  are  adolescents.     It  is  the  needs  of  these 
youth  that  the  Independent  Living  program  is  designed  to  address 
through  providing  educational,  vocational,   and  daily  living 
skills,   individual  and  group  counseling,   housing  and  health  care 
to  aid  the  "transition  to  adulthood.     In  fiscal  year  1996,  an 
estimated  85,000  youth  were  served.     This  is  an  increase  of 
27,000  over  the  number  served  in  fiscal  year  1993. 

The  FY  1999  request  for  this  program  is  $70,000,000,   the  same 
level  as  the  FY  1998  comparable  amount  and  the  amount  authorized 
for  FY  1999.     This  program  is  an ^entitlement  program  with  a  fixed 
funding  level. 
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Title  I V-E- Independent  Living 
Program  Data ; 


1998  FY  1999 

Appropriation  Request 


Service  Grants : 


Formula       $70,000,000  $70,000,000  $70,000,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other   


TOTAL 

PROGRAM  $70,000,000  $70,000,000  $70,000,000 


Number  of  Applicants  51  51  51 

Number  of  Grants  51  51  51 

New  Starts: 
# 
$ 

Continuations : 

#  51  51  51 

$     $70,000,000  $70,000,000  $70,000,000 

Contracts : 
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FOSTER  CARE 


1997 

1998 

1999 

STATES 

ACTUAL 

ESTIMATE 

ESTIMATE 

Alabama 

$10,835,065 

$10,992,836 

$13,107,039 

Alaska 

9,791,764 

9,934,343 

11,844,971 

Arizona 

39,626,344 

40,203,349 

47,935,480 

Arkansas 

31,452,897 

31,910,887 

38,048,166 

California 

770,989,526 

782,216,012 

932,656,130 

Colorado 

22,806,394 

23,138,481 

27,588,602 

Connecticut 

68,427,760 

69,424,146 

82,776,183 

Delaware 

8,459,354 

8,582,532 

10,233,172 

Dist.  of  Columbia 

24,566,681 

24,924,400 

29,717,999 

Florida 

92,167,618 

93,509,683 

111,493,984 

Georgia 

36,612,318 

37,145,435 

44,289,451 

Hawaii 

12,285,054 

12,463,938 

14,861,072 

Idaho 

6,975,245 

7,076,813 

8,437,864 

Illinois 

271,878,864 

275,837,730 

328,888,371 

Indiana 

51,156,342 

51,901,237 

61,883,170 

Iowa 

18,282,652 

18,548,868 

22,116,289 

Kansas 

23,085,379 

23,421,528 

27,926,087 

Kentucky 

37,176,060 

37,717,386 

44,971,402 

Louisiana 

39,820,241 

40,400,069 

48,170,034 

Maine 

30,419,440 

30,862,382 

36,798,006 

Maryland 

85,699,098 

86,946,974 

103,669,098 

Massachusetts 

90,038,524 

91,349,587 

108,918,446 

Michigan 

116,721,426 

118,421,023 

141,196,410 

Minnesota 

54,411,261 

55,203,551 

65,820,604 

Mississippi 

16,401,149 

16,639,968 

19,840,259 

Missouri 

51,636,409 

52,388,294 

62,463,901 

Montana 

6,673,569 

6,770,744 

8,072,931 

Nebraska 

28,882,182 

29,302,739 

34,938,405 

Nevada 

7,115,431 

7,219,040 

8,607,446 

New  Hampshire 

12,588,314 

12,771,614 

15,227,922 

New  Jersey 

40,795,138 

41,389,162 

49,349,355 

New  Mexico 

18,382,365 

18,650,033 

22,236,911 

ixew  Tone 

itt  74*  naa 
333,733,099 

*4a  COO  Ctl 

33o,59Z,o33 

Af\t  74  t  CAE 

North  Carolina 

50,601,246 

51,338,058 

61,211,678 

North  Dakota 

10,721,611 

10,877,730 

12,969,795 

Ohio 

148,890,368 

151,058,381 

180,110,766 

Oklahoma 

23,047,978 

23,383,583 

27,880,843 

Oregon 

22,518,452 

22,846,346 

27,240,282 

Pennsylvania 

214,373,093 

217,494,609 

259,324,378 

Rhode  Island 

13,656,056 

13,854,904 

16,519,556 
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FOSTER  CARE 


STATES 

1997 
ACTUAL 

1998 
ESTIMATE 

1999 
ESTIMATE* 

South  Carolina 
South  Dakota 
Tennessee 
Texas 
Utah 

21,670,511 
1,799,411 
49,182,989 
71,314,692 
18,506,755 

21,986,058 
1,825,612 
49,899,149 
72,353,115 
18,776,234 

26,214,539 
2,176,724 
59,496,030 
86,268,467 
22,387,384 

Vermont 
Virginia 

lA/aehinnf  An 

wasningion 
West  Virginia 
Wisconsin 

8,924,809 
45,086,888 

4  7  99fl  £A1 

18,493,771 
85,365,849 

9,054,764 
45,743,404 

41  All  4(1 

18,763,061 
86,608,873 

10,796,227 
54,541,029 

22,371,677 
103,265,971 

Wyoming 
Other  grant/ 
contract 
Lapse 

4,450,743 

699,748 
484,724,424 

4,515,551 

650,000 
200,000,000 

5,384,007 
750,000 

Total  Budget 
Authority 

$3,777,143,000 

$3,540,300,000 

$3,982,700,000 

*  Does  not  include  $200,000,000  reserve  for  use  for  Foster  Care  or  Adoption  Assistanc 
if  needed. 
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ADOPTION  ASSISTANCE 


1997 

1998 

1999 

STATES 

ACTUAL 

ESTIMATE 

ESTIMATE* 

Alabama 

$2,401,262 

$2,853,061 

$3,537,519 

Alaska 

1,994,630 

2,369,921 

2,938,472 

Arizona 

8,373,652 

9,949,160 

12.335,992 

Ml  Kd  II  da  a 

%  90A  909 

3.  807  07  A 

A  790  A03 

California 

60,429,248 

71,799,047 

89,023,850 

Colorado 

5,391,576 

6,406,004 

7,942,824 

Connecticut 

5,022,909 

5,967,972 

7,399,706 

Delaware 

596,052 

708,200 

878,099 

Diet  nt  f*r\l 
UISI.  OT  \*Ql. 

9  AAA 

9  to9  cue 

^  AC9  CCft 

Florida 

27,910,807 

33,162,242 

41,117,961 

Georgia 

6,257,681 

7,435,067 

9,218,762 

Hawaii 

1,172,016 

1,392,531 

1,726,604 

Idaho 

1,055,008 

1,253,508 

1,554,229 

lllinrtic 
Illinois 

OA  Cfi9  nQn 

9Q  9Qn  toe 

1  ,<£4o 

Indiana 

10,127,796 

12,033,347 

14,920,182 

Iowa 

9,115,636 

10,830,748 

13,429,077 

Kansas 

7,735,809 

9,191,306 

11,396,327 

Kentucky 

3,719,571 

4,419,410 

5,479,640 

Louisiana 

12  772  085 

15  175  160 

18  815  726 

IV|V  |  V|  I  £w 

Maine 

3,915,066 

4,651,688 

5,767,642 

Maryland 

5,209,989 

6,190,251 

7,675,311 

Massachusetts 

12,276,189 

14,585,961 

18,085,176 

Michigan 

43,529,305 

51,719,369 

64,126,999 

Minnesota 

6  667  818 

7,922,372 

9  822  972 

Mississippi 

873,702 

l!038|090 

l]287!l30 

Missouri 

7,310,728 

8,686,246 

10,770,102 

Montana 

892,138 

1,059,994 

1,314,290 

Nebraska 

2,298,480 

2,730,940 

3,386,101 

Nevada 

1  742  245 

9  070  OAQ 

New  Hampshire 

778J00 

925,213 

1,147,174 

New  Jersey 

8,981,177 

10,670,991 

13,230,993 

New  Mexico 

3,199,484 

3,801,469 

4,713,452 

New  York 

111,667,321 

132,677,595 

164,507,340 

North  Carolina 

6,684,331 

7,941,992 

9,847,299 

North  Dakota 

623,150 

740,396 

918,019 

Ohio 

88,928,191 

105,657,706 

131,005,302 

Oklahoma 

6,807,637 

8,088,498 

10,028,952 

Oregon 

6,039,648 

7,176,011 

8,897,558 

Pennsylvania 

17,083,615 

20,297,907 

25,167,435 

Rhode  Island 

2,837,852 

3,371,796 

4,180,699 
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ADOPTION  ASSISTANCE 


1997 

1998 

1999 

STATES 

ACTUAL 

ESTIMATE 

ESTIMATE* 

South  Carolina 

5,727,278 

6,804,869 

8,437,377 

South  Dakota 

762,460 

905,917 

1,123,250 

Tennessee 

5,396,540 

6,411,902 

7,950,136 

Texas 

16  S87  415 

20  183  €07 

25  025  714 

Utah 

2,768,968 

3^89,951 

4,079,220 

Vermont 

2,583,026 

3,069,024 

3,805,292 

Virginia 

4,555,021 

5,412,051 

6,710,418 

Washington 

5,060,097 

6,012,157 

7,454,492 

West  Virginia 

628,194 

746,389 

925,450 

Wisconsin 

12,507,241 

14,860,486 

18,425,560 

Wyoming 

136,577 

162,274 

201,204 

Lapse 

8,147,939 

Total  Budget  Authority 

$597,888,000 

$700,700,000 

$868,800,000 

*  Does  not  include  $200,000,000  reserved  tor  use  in  Foster  Care  or  Adoption 
Assistance,  if  needed. 
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INDEPENDENT  LIVING 


1997 

1998 

1999 

STATE 

ACTUAL 

ESTIMATE 

ESTIMATE 

Alabama 

$1,041,677 

$1,038,490 

$1,038,490 

Alaska 

13,071 

13,032 

13,032 

Arizona 

348,830 

347,763 

347,763 

Arkansas 

271,771 

270,940 

270,940 

California 

12,520,076 

12,481,777 

12,481,777 

Colorado 

828,388 

825,854 

825,854 

Connecticut 

756,832 

754,518 

754,518 

Delaware 

203,657 

203,034 

203,034 

District  of  Columbia 

1,091,992 

1,091,992 

1,091,992 

Florida 

990,074 

987,045 

987,045 

Georgia 

1,102,224 

1,098,852 

1,098,852 

Hawaii 

17,889 

17,834 

17,834 

Idaho 

107,332 

107,004 

107,004 

Illinois 

2,825,738 

2,817,094 

2,817,094 

Indiana 

1,023,100 

1,019,970 

1,019,970 

Iowa 

451,347 

449,966 

449,966 

Kansas 

s  719,679 

717,477 

717,477 

Kentucky 

i  791,557 

791,557 

791,557 

Louisiana 

'  1,362,298 

1,358,131 

1,358,131 

Maine 

567,624 

565,888 

565,888 

Maryland 

1,241,894 

1,238,095 

1,238,095 

Massachusetts 

637,803 

635,852 

635,852 

Michigan 

4,171,796 

4,171,796 

4,171,796 

Minnesota 

1,142,065 

1,142,066 

1,142,066 

Mississippi 

516,023 

514,444 

514,444 

Missouri 

1,299,000 

1,295,026 

1,295,026 

Montana 

244,189 

244,190 

244,190 

Nebraska 

436,899 

435,562 

435,562 

Nevada 

154,118 

153,647 

153,647 

New  Hampshire 

321,309 

320,326 

320,326 

New  Jersey 

2,304,899 

2,297,848 

2,297,848 

New  Mexico 

207,785 

207,149 

207,149 

New  York 

11,621,510 

11,585,958 

11,585,958 

M/irfk  Parnllna 

rMonn  varoiine 

1,(140,00/ 

4  HAK  14 Q 
1  ,V#0,44V 

4  l%AK  1AH 
1  ,U43,MJ 

North  Dakota 

192,647 

192,058 

192,058 

Ohio 

2,869,771 

2,860,992 

2,860,992 

Oklahoma 

621,979 

620,076 

620,076 

Oregon 

933,655 

930,799 

930,799 

Pennsylvania 

4,652,457 

4,638,225 

4,638,225 

Rhode  Island 

315,806 

314,840 

314,840 
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INDEPENDENT  LIVING 


4QQ7 

1990 

40AA 

1999 

STATE 

ACTUAL 

ESTIMATE 

ESTIMATE 

South  Carolina 

581,385 

579,606 

579,606 

South  Dakota 

194,024 

193430 

193,430 

Tennessee 

780,225 

777,838 

777*838 

Texas 

1,847,359 

1,841,708 

1,841,708 

Utah 

202,969 

202,348 

202,348 

Vermont 

296,540 

295,633 

295,633 

Virginia 

1,361,561 

1,361,561 

1,361,561 

Washington 

827,700 

825,168 

825,168 

West  Virginia 

335,123 

521,302 

521,302 

Wisconsin 

1,559,074 

1,554,305 

1,554,305 

Wyoming 

44,722 

44,585 

44,585 

Total  Budget  Authority 

$70,000,000 

$70,000,000 

$70,000,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 


Social  Services  Block  Grant 

FY  1999  Budget  Page 

Appropriation  language    E-2 

Amount  available  for  obligation   E-3 

Summary  of  changes   E-4 
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Appropriation  history  table   E-9 

Justification : 

A.  General  Statement    E-10 
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SOCIAL  SERVICES  BLOCK  GRANT 
For  making  grants  to  States  pursuant  to  section  2002  of  the 
Social  Security  Act,    [$2,299,000,000]  $1,909,000,000.  Provided, 
That  notwithstanding  section  2003(c)  of  such  Act,  as  amended,  the 
amount  specified  for  allocation  under  such  section  for  fiscal 
year  [1998]   1999  shall  be   [$2,299,000,000]  $1,909,000,000. 
(Department  of  Health  and  Human  Services  Appropriations  Act, 
1998) 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Social  Services  Block  Grant 

Amounts  Available  for  Obligation 

1997  1998  1999 

Actual    Appropriation  Estimate 

Appropriation: 

Annual   $2,500,000,000  $2,299,000,000  $1,909,000,000 

Total  obligations      $2,500,000,000  $2,299,000,000  $1,909,000,000 
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SUMMARY  OF  CHANGES 

1998  Appropriation   $2,299,000,000 

1999  Estimate    $1 . 909 . 000 . 000 

Net  Change   "  -$390,000,000 


1998  Appropriation  Change  from  Base 

Increase 

A.  Program 

1 .     Decrease  in  program 

funding   $2,299,000,000  -$390,000,000 

Total  Decrease....  -$390,000,000 

Net  Change   -$390,000,  000 
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Budget  Authority  by  Activity 
(Dollars  in  thousands) 

1997  1998  1999 

Actual    Appropriation  Estimate 

Social  Services 

Block  Grant                     $2,500,000  $2,299,000  $1,909,000 

Total  Budget 

Authority                     $2,500,000  $2,299,000  $1,909,000 

Obligations                     $2,500,000  $2,299,000  $1,909,000 

Budget  Authority  by  Object 
(Dollars  in  thousands) 

Grants,  subsidies 

and  contributions        $2,500,000  $2,299,000  $1,909,000 

Total  Budget 

Authority........  $2,500,000  $2,299,000  $1,909,000 
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SIGNIFICANT  ITEMS  IN  HOUSE  AND  SENATE  APPROPRIATIONS 
COMMITTEE  REPORTS 


1998  House  Appropriations  Committee  Report  Language 

Item 


[Effectiveness  of  Social  Services  Block  Grant   (SSBG)  program]  -- 

The  Committee  is  concerned  that  the  Administration  on  Children 
and  Families  was  unable  during  the  annual  budget  hearings  to 
provide  any  information  regarding  the  effectiveness  of  the  SSBG 
program  in  achieving  the  goals  articulated  by  the  agency  in  its 
congressional  budget  justification,     The  Committee  directs  the 
agency  to  report  in  the  fiscal  year  1999  budget  justification  on 
the  steps  it  is  taking  to  measure  the  effectiveness  of  the 
program  in  achieving  its  stated  goals  and  on  how  these 
measurements  will  be  integrated  into  the  Government  Performance 
and  Results  Act  process. 

Action  Taken  or  to  be  Taken 

Because  the  Social  Services  Block  Grant  program  varies  from  State 
to  State  with  each  of  the  56  States  and  jurisdictions  designing 
social  services  programs  best  suited  to  the  specific  needs  of 
their  residents,    it  is  necessary  to  look  at  each  State 
individually  to  see  the  effectiveness  of  Federal  funding  under 
the  Social  Services  Block  Grant  program.     In  1997,   the  Social 
Services  Block  Grant  program  office  working  with  House  Ways  and 
Means  Committee  staff  as  well  as  the  Congressional  Research 
Service  developed  a  data  base  and  tracking  system  on  the  SSBG 
program.   The  system  tracks  total  Federal,   State  and  local  funding 
on  a  State-by-State  basis  for  the  28  major  social  services  that 
States  must  report  on  each  year.     Data  in  the  system  is  complete 
for  FY  1995  and  FY  1996  data  is  currently  being  entered.  The 
analysis  of  this  data  will  provide  a  good  baseline  to  track  the 
use  of  SSBG  spending  in  the  States  for  social  services  in  support 
of  welfare  reform.     The  data  will  also  be  used  in  conjunction 
with  the  objectives  and  targets  set  forth  in  the  ACF  Government 
Performance  and  Results  Act  FY  99  plan. 

1998  Conference  Committee  Report  Language 

I  tern 


[Social  Services  Block  Grant]    --  The  conference  agreement 
includes  $2,299,000,000  for  the  Social  Services  Block  Grant 
program  instead  of  $2,254,000,000  provided  in  the  House  and 
Senate  bills.     The  conference  agreement  also  includes'a  provision 
setting  the  amount  specified  for  allocation  under  section  2003 (c) 
of  the  Social  Security  Act  at  $2,299,000,000  instead  of 
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$2,245,000,000  as  proposed  by  the  Senate.     The  House  bill 
included  no  similar  provision.     The  conferees  intended  that  ACF 
comply  with  the  reporting  directive  in  the  House  report. 

Action  Taken  or  to  be  Taken 

ACF  will  obligate  $2,299,000,000  in  FY  1998. 
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APPROPRIATIONS  HISTORY  TABLE 
Social  Services  Block  Grant 


Budget 

Estimate  House-  Senate 

Year      To  Congress  Allowance  Allowance  Appropriation 


1990   2,  700,  000,.000 

2, 700, 000, 

000 

2 , 700 , 000 , 000 

2 , 

700 , 000 , 000 

1990 
Supple- 
mental   

100, 000, 

000 

100, 000, 000 

100,000,000 

1990 

Sequester   

-37,800,000 

1991  2,800,000,000 

2, 800, 000, 

000 

2,800,000,000 

2 , 

800, 000, 000 

1992  2,800,000,000 

2,800,000, 

000 

2,800, 000 , 000 

2 , 

800 , 000,000 

1993  2,800,000,000 

2,800, 000, 

000 

2,800,000, 000 

2 , 

800,000,000 

1994  2,800,000,000 

2,800,000,000 

3,800,000,000 

3, 

800, 000, 000 

1994 
Supple- 
men- 

000 

7, 000, 000 

7, 000, 000 

tal  7,000,000 

7, 000, 

1995  2,800,000,000 

2, 800, 000, 000 

2, 800, 000, 000 

2, 

800, 000, 000 

1996  2,800,000,000 

2,800, 000, 

000 

2,520,000,000a/ 

2, 

381, 000, 000 

1997  2,800,000,000 

2,480, 000, 

000 

2, 240, 000, 000 

2, 

500, 000, 000 

1998  2,380,000,000 

2, 245, 000, 

000 

2, 245, 000, 000 

2, 

299, 000, 000 

1999  1,909,000,000 

a/     Senate  Committee 

Mark. 
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SOCIAL  SERVICES  BLOCK  GRANT 
Justification 


Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 


Block 

Grant       $2,500,000,000  $2,299,000,000  $1,909,000,000  -$390,000,000 


General  Statement 

The  Social  Services  Block  Grant  is  designed  to  reduce  or 
eliminate  dependency;  achieve  or  maintain  self-sufficiency  for 
families;  help  prevent  neglect,   abuse  or  exploitation  of  children 
and  adults;  prevent  or  reduce  inappropriate  institutional  care; 
and  secure  admission  or  referral  for  institutional  care  when 
other  forms  of  care  are  not  appropriate . 

Since  the  enactment  of  Title  XX  of  the  Social  Security  Act  in 
1975  and  the  amending  of  Title  XX  in  1981  to  create  a  block  grant 
to  States  for  social  services,   Federal  funding  to  the  States 
under  Title  XX  has  represented  the  Federal  Government's 
partnership  with  States  to  insure  the  availability  of  social 
services  for  vulnerable  families  and  children  and  acts  as  the 
glue  that  holds  the  human  services  delivery  system  together.  The 
Social  Services  Block  Grant  increased  State  and  local  flexibility 
in  managing  Federal  funds  and  enabled  States  to  target  social 
services  to  those  populations  that  might  otherwise  be  denied 
services  needed  to  remain  self-sufficient  and  economically 
independent . 

Services  directed  toward  the  program  goals  include  but  are  not 
limited  to,   child  care  services,  protective  services  for  children 
and  adults,   services  for  children  and  adults  in  foster  care, 
services  related  to  the  management  and  maintenance  of  home,  day 
care  services,   employment  services,   information,   referral,  and 
counseling  services,   the  preparation  and  delivery  of  meals, 
health  support  services,   and  appropriate  combinations  of  services 
designed  to  meet  the  needs  of  children,   the  aged,   the  mentally 
impaired,   the  blind,   the  emotionally  disturbed,   the  physically 
handicapped,   and  the  alcohol  and  drug  addicted.     Examples  of  how 
States  use  their  Block  Grant  funds  are  as  follows: 
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In  California,  the  State  used  $133  million  of  its  Federal  funding 
to  provide  in-home  supportive  services  to  an  average  of  185,000 
monthly  aged  and  disabled  persons  who  could  not  remain  safely  in 
their  homes  unless  supportive  services  were  available. 

In  Montana,  the  State  dedicated  almost  100%  of  its  Federal 
funding  to  the  Developmental  Disabilities  Program  serving  over 
3,700  clients  with  facility  based  work  services,  transportation 
services,  and  community  home  services,  including  supported  living 
services. 

In  Oregon,  the  State  prorates  a  portion  of  its  Federal  social 
services  funds  to  Indian  Tribes  in  the  form  of  block  grants  to 
enable  Tribes  to  directly  deliver  needed  services,  including 
child  protective  services,  alcohol  and  drug  prevention  programs, 
and  family  and  mental  health  counseling. 
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Social  Services  Block  Grant 

Authorizing  Legislation  -  Section  2003  of  Title  XX  of  the  Social 
Security  Act,  as  amended. 

Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 

$2,500,000,000     $2,299,000,000       $1,909,000,000  -$390,000,000 


1999  Authorization...   $2,380,000,000 


Purpose  and  Method  of  Operations 

The  Social  Services  Block  Grant  is  an  appropriated  entitlement 
program.     Social  Services  Block  Grant  funds  are  distributed  to 
Puerto  Rico,  Guam,  American  Samoa,  the  Virgin  Islands,   and  the 
Commonwealth  of  the  Northern  Marianas,  based  on  the  same  ratio 
allotted  to  them  in  1981  as  compared  to  the  total  1981 
appropriation.     The  remainder  is  distributed  to  the  States  and 
the  District  of  Columbia  based  on  each  State's  relative 
population  as  compared  to  all  other  States.     There  are  no 
matching  requirements . 

This  program  encourages  each  State,  as  far  as  practicable  under 
the  conditions  in  the  State,   to  furnish  a  variety  of  social 
services  best  suited  to  the  needs  of  individuals  residing  within 
the  State. 

The  five  year  funding  history  for  this  program  is: 


1994    $2,807,000,000* 

1995    $2,800,000,000 

1996    $2,381,000,000 

1997    $2,500,000,000 

1998    $2,299,000,000 


*     Includes  real  transfer  of  $7,000,000  from  Public  Health 
Services  from  earthquake  supplemental  appropriation. 

Rationale  for  the  Budget  Request 

The  FY  1999  request  for  the  Social  Services  Block  Grant  is 
$1,909,000,000.     This  is  a  reduction  in  funding,  proposed  because 
fiscal  constraints  require  ACF  to  prioritize  its  funding  choices. 
The  Social  Services  Block  Grant,  while  a  valuable  program, 
provides  some  services  which  could  be  provided  directly  by  State 
or  local  governments  or  through  other,   targeted  Federal  funding 
revenues . 
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Name  of  Program:     Social  Services  Block  Grant 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual        Appropriation  Estimate 

Service  Grants : 

Formula  $2,500,000,000  $2,299,000,000  $1,909,000,000 
Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other       

TOTAL  PROGRAM  $2,500,000,000       $2,299,000,000  $1,909,000,000 

Number  of  Applicants  57  57  57 

Number  of  Grants  57  57  57 
New  Starts: 

#  57  57  57 

$                   2,500,000,000         2,299,000,000  1,909,000,000 

Continuations : 

$ 

Contracts : 
# 
$ 
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SOCIAL  SERVICES  BLOCK  GRANT 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Alabama 

$40,287,742 

$37,004,055 

$30,726,725 

Alaska 

5,786,767 

5,255,219 

4,363,729 

Arizona 

38,912,667 

36,699,530 

30,473,859 

Arkansas 

23,423,994 

21,612,526 

17,946,199 

California 

300,138,416 

274,846,246 

228,221,611 

Colorado 

34,911,586 

32,601,503 

27,071,017 

Connecticut 

31,273,371 

28,494,775 

23,660,951 

Delaware 

6,741,680 

6,238,398 

5,180,123 

Disk  of  Col. 

5,442,999 

4,820,185 

4,002,494 

Florida 

133,238,883 

123,254,041 

102,345,352 

Georgia 

67,369,047 

62,653,702 

52,025,192 

Hawaii 

11,258,414 

10,327,724 

8,575,740 

Idaho 

10,819,153 

10,118,909 

8,402,348 

Illinois 

112,221,268 

102,929,219 

85,468,412 

Indiana 

54,926,543 

50,490,132 

41,925,038 

Iowa 

27,014,462 

24,727,374 

20,532,648 

Kansas 

24,388,455 

22,317,282 

18,531,401 

Kentucky 

36,544,485 

33,584,682 

27,887,411 

Louisiana 

41,204,456 

37,778,416 

31,369,724 

Maine 

11,840,910 

10,797,562 

8,965,875 

Maryland 

47,802,899 

43,877,603 

36,434,251 

Massachusetts 

57,686,239 

52,848,020 

43,882,936 

Michigan 

90,678,451 

83,082,934 

68,988,830 

Minnesota 

43,610,835 

40,110,202 

33,305,949 

Mississippi 

25,486,604 

23,465,773 

19,485,063 

Missouri 

50,400,259 

46,322,499 

38,464,398 

Montana 

8,174,047 

7,569,604 

6,285,504 

Nebraska 

15,498,224 

14,243,037 

11,826,863 

Nevada 

13,913,068 

13,312,063 

11,053,818 

New  Hampshire 

10,857,350 

9,988,397 

8,293,976 

New  Jersey 

75,476,251 

69,127,020 

57,400,383 

New  Mexico 

15,794,246 

14,660,671 

12,173,650 

New  York 

173,497,976 

157,795,800 

131,027,482 

North  Carolina 

67,512,284 

62,601,499 

51,981,845 

North  Dakota 

6,092,339 

5,577,145 

4,631,044 

Ohio 

106,014,339 

97,021,447  ' 

80,562,828 

Oklahoma 

31,111,036 

28,520,877 

23,682,625 

Oregon 

29,468,586 

27,328,883 

22,692,839 

Pennsylvania 

115,086,004 

105,034,787 

87,216,794 

Puerto  Rico 

12,931,035 

11,891,379 

9,874,138 
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SOCIAL  SERVICES  BLOCK  GRANT 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

CO  Yf       A  IFF 

ESTIMATE 

Rhode  Island 

9,520,473 

8,613,687 

7,152,470 

South  Carolina 

34,987,979 

31,957,651 

26,536,388 

South  Dakota 

6,884,916 

6,342,807 

5,266,820 

Tennessee 

49,416,700 

45,730,851 

37,973,116 

Texas 

175,493,743 

162,911,808 

135,275,616 

Utah 

18,219,723 

16,975,056 

14,095,425 

Vermont 

5,538,491 

5,089,907 

4,226,460 

Virginia 

62,565,839 

57,581,197 

47,813,182 

Washington 

51,020,953 

47,253,473 

39,237,442 

West  Virginia 

17,398,498 

15,904,870 

13,206,784 

Wisconsin 

48,528,632 

44,573,659 

37,012,229 

Wyoming 

4,545,381 

4,176,334 

3,467,865 

Total  States 

2,498,958,698 

2,298,042,420 

1,908,204,862 

Territories: 

American  Samoa 

93,025 

85,546 

71,034 

Guam 

431,035 

396,379 

329,138 

Mariana  Islands 

86,207 

79,276 

65,828 

Palau 

Virgin  Islands 

431,035 

396,379 

329,138 

Total  Territories 

1,041,302 

957,580 

795,138 

Total  Budget  Authority 

$2,500,000,000 

$2,299,000,000 

$1,909,000,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Family  Preservation  and  Support 


FY  1999  Budget  Page 

Appropriation  language    F-2 

Amount  available  for  obligation   F-3 

Summary  of  changes   F-4 

Budget  authority  by  activity    F-5 

Budget  authority  by  object    F-6 

Authorizing  legislation   F-7 

Appropriation  history  table   F-8 

Justification: 

A.  General  Statement    F-9 

B.  Family  Preservation  and  Support    F-10 

C.  State  Table   F-14 
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FAMILY  PRESERVATION  AND  SUPPORT 
For  carrying  out  Section  430  of  the  Social  Security  Act, 
[$255,000,000]  $275,000,000 .      (Department  of  Health  and  Human 
Services  Appropriations  Act,  1998.) 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Family  Preservation  and  Support 

Amounts  Available  for  Obligation 


1997  1998  1999 

Actual     Appropriation  Estimate 


Appropriation : 

Annual   $240,000,000       $255,000,000  $275,000,000 

Total  obligations  $240,000,000       $255,000,000  $275,000,000 
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SUMMARY  OF  CHANGES 

1998  Appropriation   $255,000,000 

1999  Estimate   $275.  000,  000 

Net  Change   +$20,000,000 


1998  Appropriation  Change  from  Base 

Increase 

A.  Program 

1 .     Increase  of  program 
funds  for  Family 
Preservation  & 

Support  $255,000,000  +$20,000,000 

Total  Increase    +$20,000,000 

Net  Change    +$20,000,000 
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Budget  Authority  by  Activity 

1997  1998  1999 

Actual  Appropriation  Estimate 

Grants  to 

States  .  .             $234,000,000  $249,000,000  $269,000,000 

Training  &  Technical 
Assistance  & 

Evaluation. . .  6 , 000 , 000  6 . 000  ,  000  6  ,  000 , 000 

Total  Budget 

Authority....  $240,000,000         $255,000,000  $275,000,000 
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Budget  Authority  by  Object 


Increase 

1998  1999  or 

Appropriation  Estimate  Decrease 

Consulting 

Services                          $6,000,000  $6,000,000   

Grants,  subsidies 

&  contributions       t$a&§, 000, 000  $269, 000. 000  +$20 , 000 , 000 

Total  Budget 

Authority                  $255,000,000  $275,000,000  +$20,000,000 
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APPROPRIATIONS  HISTORY  TABLE 
Family  Preservation  and  Support 


Budget 
Estimate 

House 

Senate 

Year 

1  1  ow^nr"*^ 

All nwanrp 

Ao'ot-ot-'it*  "i        *i  on 

Ui  UUl  _L  CX.  \  L  Ul  1 

1994 

60, 000, 000 

60, 000, 000 

60, 000, 000 

1995 

150, 000, 000 

150, 000, 000 

150, 000, 000 

150, 000, 000 

1996 

225, 000, 000 

225, 000, 000 

225, 000, 000a/ 

225, 000, 000b/ 

1997 

240, 000, 000 

240, 000, 000 

240, 000, 000 

240, 000, 000 

1998 

255, 000, 000 

255, 000, 000 

255, 000, 000 

255, 000, 000 

1999 

275, 000, 000 

a/     Senate  Committee  Mark. 

b/     Based  on  levels  of  the  ninth  CR,   including  an  incremental  policy- 
adjustment  . 
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Justification 


Family  Preservation  and  Support 


1998 
Appropriation 


1999 
Estimate 


Increase 
or 

Decrease 


Budget  Authority 


$255, 000, 000 


$275, 000, 000 


+$20, 000, 000 


General  Statement 


The  Family  Preservation  and  Support  program  is  a  capped 
entitlement  program.     Its  purpose  is  to  enable  each  State  to 
operate  a  program  of  family  preservation  services,  community- 
based  family  support  services,   time- limited  reunification 
services,   adoption  promotion  and  support  services. 

"Family  preservation  services"  are  services  designed  to  help 
families  alleviate  crises;  maintain  the  safety  of  children  in 
their  own  homes;  support  families  who  are  preparing  to  reunify  or 
adopt,   and  assist  families  to  obtain  services  and  other  support 
necessary  to  address  their  multiple  needs  in  a  culturally  and 
community  sensitive  manner. 

"Family  support  services"  are  primarily  community-based 
preventive  activities  designed  to  promote  parental  competencies 
and  behaviors  that  will  increase  the  ability  of  families  to 
successfully  nurture  their  children;  enable  families  to  use  other 
resources  and  opportunities  available  in  the  community;  and 
create  supportive  networks  to  enhance  child-rearing  abilities  of 
parents  and  help  compensate  for  the  increased  social  isolation 
and  vulnerability  of  families. 

"Time-limited  reunification  services"  are  provided  to  a  child  who 
is  removed  from  home  and  placed  in  a  foster  care  setting  and  to 
the  parents  or  primary  caregiver,    in  order  to  facilitate  the 
reunification  of  the  child  safely  and  appropriately  in  a  timely 
fashion  but  only  during  a  child's  first  15  months  in  foster  care. 

"Adoption  promotion  and  support  services"  are  designed  to 
encourage  more  adoptions  out  of  foster  care  when  adoptions 
promote  the  best  interests  of  the  children.     They  include  pre- 
and  post -adoption  services  designed  to  expedite  the  adoption 
process  and  support  adoptive  families. 

These  services  are  based  on  a  common  set  of  principles  or 
characteristics  which  help  assure  their  responsiveness  and 
effectiveness  for  children  and  their  families. 

The  President's  appropriation  request  of  $275,000,000  for  this 
account  represents  current  law  requirements. 
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Family  Preservation  and  Support 

Authorizing  Legislation  -  Subpart  2  of  Title  IV-B  of  the  Social 
Security  Act  as  amended  by  P.L.  105-89. 

Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 

$240,000,000       $255,000,000           $275,000,000  +$20,000,000 
1999  Authorization   $275,000,000 


Purpose  and  Method  of  Operations 

The  Family  Preservation  and  Support  program  provides  grants  to 
States  to  develop  and  expand  four  types  of  services:  (1) 
innovative  child  welfare  services  including  family  preservation 
services,    (2)   time-limited  reunification  services,    (3)  community- 
based  family  support  services,   and   (4)   adoption  promotion  and 
support  services.     States  will  be  required  to  use  a  portion  of 
these  funds  for  each  group  of  services . 

One  percent  of  the  amount  appropriated  is  reserved  for  allotment 
to  tribal  organizations  or  Indian  tribes  that  have  submitted  an 
approvable  plan  and  whose  allotment  is  greater  than  $10,000. 
Tribal  allotments  are  based  on  the  number  of  children  in  the 
tribe  relative  to  the  number  of  children  in  all  tribes  with 
approved  plans.     The  allotments  to  Puerto  Rico,   Guam,   the  Virgin 
Islands,   the  Northern  Mariana  Islands  and  American  Samoa  is 
determined  by  a  formula  under  Subpart  1  of  Title  IV-B.  The 
remaining  funds  are  distributed  to  States  based  on  the  State's 
share  of  children  in  all  States  receiving  food  stamp  benefits. 
States  are  entitled  to  payments  equal  to  their  allotments,  for 
use  in  paying  not  more  than  75  percent  of  the  costs  of  activities 
under  the  approved  State  plan.     The  remaining  25  percent  of  costs 
must  be  paid  with  funds  from  non-Federal  sources. 

Funds  provided  to  the  States  will  be  used  to  provide  preventive 
services    (family  support)   and  more  intensive  services  for 
families  at  risk  or  in  crisis    (family  preservation  services) , 
time- limited  reunification  services,   and  adoption  promotion  and 
support  services.     States  will  carry  out  a  comprehensive  planning 
process,   consulting  with  a  broad  range  of  public  and  private 
agencies  providing  services  to  families,   as  well  as  with  parents 
and  families  themselves,   to  ensure  that  services  are  coordinated 
and  that  funds  are  spent  in  a  manner  responsive  to  the  needs  of 
families. 
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Funding  for  the  Family  Preservation  and  Support  during  the  last 
five  years  has  been  as  follows: 


1994    $  60,000,  000 

1995   $150,  000,000 

1996    $225,000,000 

1997   $240,000,000 

1998    $255,000,000 


Rationale  for  the  Budget  Request 

The  FY  1999  request  for  the  Family  Preservation  and  Support 
program  is  $275,000,000.     Funds  will  be  used  to:      (1)  minimize 
the  risk  of  harm  to  children,   protecting  them  from  abuse  and 
neglect  in  their  homes;    (2)   provide  children  with  permanency  and 
stability  in  their  living  situations,  and  minimize  the 
disruptions  to  the  continuity  of  family  and  other  relationships; 
(3)   enhance  families'   capacities  to  provide  for  their  children's 
needs  and  minimize  the  disruptions  to  the  continuity  of  family 
and  other  relationships;    (4)  provide  time-limited  reunification 
services  to  return  children  safely  to  their  own  homes;   and  (5) 
fund  adoption  promotion  and  support  services  to  provide  safe  and 
stable  families  to  children  who  cannot  return  to  their  own  homes. 


In  FY  1999,  the  percentage  of  children  who  exit  the  foster  care 
system  through  reunification  within  one  year  of  placement  will 
increase  from  69%  in  FY  1995  to  73%  in  FY  1999.  The  percentage 
of  children  who  exit  the  foster  care  system  through  adoption  or 
guardianship  within  two  years  of  placement  will  increase  from 
2.7%  in  FY  1995  to  10%  in  FY  1999  for  adoption  and  from  2.1%  in 
FY  1995  to  5%  in  FY  1999  for  guardianship. 

In  FY  1999,   $10  million  will  be  reserved  for  State  court 
assessment  activities  and  $2,750,000  will  be  reserved  for  Indian 
Tribes,   as  required  by  the  authorizing  legislation. 
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Name  of  Program:  Family  Preservation  and  Support 
Program  Data : 


1997  1998  1999 

Actual      Appropriation  Estimate 

Service  Grants : 

Formula       

Discretionary*  $224,000,000         $239,000,000  $259,000,000 

Research       

Demonstration       

Development       

Training/Technical 

Assistance                      2,000,000  2,000,000  2,000,000 

Evaluation                     4,000,000  4,000,000  4,000,000 

Program  Support       

Other       


TOTAL  PROGRAM*     $230,000,000  $245,000,000  $265,000,000 

Number  of  Applicants               127  142  157 

-Number  of  Grants                      115  130  145 
New  Starts: 

#  15  15  15 
$                            150,000  150,000  150,000 

Continuations : 

#  100  115  130 
$                   223,850,000  238,850,000  258,850,000 

Contracts : 

#  4  4  4 
$                       6,000,000  6,000,000  6,000,000 

*    Does  not  include  $10,000,000  for  Court  Improvement  Projects 
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Name  of  Program:     Court  Improvement  Program 


Program  Data : 


1997 
Actual 


1998 
Appropriation 


1999 
Estimate 


Service  Grants : 
Formula 
Discretionary 


$10, 000, 000 


$10, 000, 000 


$10, 000, 000 


Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other       

TOTAL  PROGRAM     $10,000,000  $10,000,000  $10,000,000 

Number  of  Applicants  48  48  48 

Number  of  Grants  48  48  48 


New  Starts: 
# 

$ 


Continuations : 
# 
$ 


48 

10, 000, 000 


48 

10, 000, 000 


48 

10, 000, 000 


Contracts : 
# 
$ 
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FAMILY  PRESERVATION  AND  SUPPORT 

1997  1998  1999 
STATE                                 ACTUAL            APPROPRIATION  ESTIMATE 

Alabama  $4,298,428  $4,586,477  $4,970,542 

Alaska  343,874  366,918  397,643 

Arizona  4,126,491  4,403,018  4,771,721 

Arkansas  2,106,230  2,247,374  2,435,566 

California  29,852,578  31,853,077  34,520,414 

Colorado  2,256,675  2,407,901  2,609,535 

Connecticut  1,805,340  1,926,321  2,087,628 

Delaware  451,335  481,580  521,907 

Dist.ofCol.  752,225  802,634  869,845 

Florida  11,691,723  12,475,216  13,519,874 

Georgia  6,297,197  6,719,189  7,281,844 

Hawaii  773,717  825,566  894,698 

Idaho  623,272  665,039  720,729 

Illinois  8,682,824  9,264,683  10,040,495 

Indiana  3,890,077  4,150,761  4,498,340 

Iowa  1,504,450  1,605,267  1,739,690 

Kansas  1,396,989  1,490,605  1,615,426 

Kentucky  3,696,648  3,944,370  4,274,666 

Louisiana  6,447,642  6,879,715  7,455,813 

Maine  924,162  986,093  1,068,667 

Maryland  3,030,392  3,233,467  3,504,233 

Massachusetts  3,632,171  3,875,572  4,200,107 

Michigan  7,995,076  8,530,847  9,245,209 

Minnesota  2,600,549  2,774,819  3,007,178 

Mississippi  4,019,030  4,288,356  4,647,457 

Missouri  4,470,365  4,769,936  5,169,364 

Montana  515,811  550,377  596,465 

Nebraska  924,162  986,093  1,068,667 

Nevada  752,225  802,634  869,845 

New  Hampshire  429,843  458,648  497,054 

New  Jersey  4,212,459  4,494,747  4,871,131 

New  Mexico  1,934,292  2,063,914  2,236,743 

New  York  15,237,926  16,259,060  17,620,571 

North  Carolina  4,814,239  5,136,854  5,567,007 

North  Dakota  343,874  366,918  397,643 

Ohio  9,499,525  10,136,113  10,984,897 

Oklahoma  2,750,994  2,935,345  3,181,147 

Oregon  2,041,753  2,178,576  2,361,007 

Pennsylvania  8,489,395  9,058,292  9,816,821 

Puerto  Rico  5,901,525  6,297,002  6,824,304 


1008 


FAMILY  PRESERVATION  AND  SUPPORT 

1997  1998  1999 

STATE  ACTUAL  APPROPRIATION  ESTIMATE 


Rhode  Island 
South  Carolina 
South  Dakota 
Tennessee 
Texas 


752,225 
3,116,360 

429,843 
5,287,066 
21,169,757 


802,634 
3,325,195 

458,648 
5,641,366 
22,588,398 


869,845 
3,603,643 

497,054 
6,113,767 
24,479,920 


Utah 
Vermont 
Virginia 
Washington 
West  Virginia 

Wisconsin 
Wyoming 

Total  States 

Tribes 

Discretionary 

Territories: 
American  Samoa 
Guam 

Mariana  Islands 
Virgin  Islands 
Tota!  Territories 


1,096,099 
429,843 
3,933,061 
3,481,726 
2,493,088 

2,836,962 
279,398 

220,822,911 

2,400,000 

6,000,000 


159,031 
274,029 
121,935 
222,094 
777,089 


1,169,551 
458,648 
4,196,626 
3,715,046 
2,660,156 

3,027,074 
298,121 

235,620,837 

2,550,000 

6,000,000 


169,688 
292,392 
130,106 
236,977 
829,163 


1,267,488 
497,054 
4,548,045 
4,026,138 
2,882,914 

3,280,557 
323,085 

255,351,403 

2,750,000 

6,000,000 


183,898 
316,877 
141,001 
256,821 
898,597 


State  Court  improvement 


10,000,000 


10,000,000 


10,000,000 


Total  Budget  Authority 


$240,000,000 


$255,000,000 


$275,000,000 
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WILL  REVISE  AFTER  ENACTMENT  OF  FY  1998  BILL  LANGUAGE 

LOW  INCOME  HOME  ENERGY  ASSISTANCE 
For  making  payments  under  title  XXVI  of  the  Omnibus 
Reconciliation  Act  of  1981,   $1,100,000,000,   to  be  available  for 
obligation  in  the  period  October  1,    [1998]   1999  through  September 
30,    [1999]  2000. 

For  making  payments  under  title  XXVI  of  such  Act, 
$300,000,000:     Provided,  That  these  funds  are  hereby  designated 
by  Congress  to  be  emergency  requirements  pursuant  to  section 
251(b) (2) (D)   of  the  Balanced  Budget  and  Emergency  Deficit  Control 
Act  of  1985:  Provided  further,  That  these  funds  shall  be  made 
available  only  after  submission  to  Congress  of  a  formal  budget 
request  by  the  President  that  includes  designation  of  the  entire 
amount  of  the  request  as  an  emergency  requirement  as  defined  in 
the  Balanced  Budget  and  Emergency  Deficit  Control  Act  of  1985. 

(Department  of  Health  and  Human  Services  Appropriations  Act 
[1998]   1998) . 
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LOW  INCOME  HOME  ENERGY  ASSISTANCE 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Administration  for  Children  and  Families 

Low  Income  Home  Energy  Assistance  Program 

Amounts  Available  for  Obligation 

1997  1998  1999 

Actual  Appropriation  Estimate 


Advance  Appro- 
priation  .  ---  $1,000, 000, 000a/  $1,100,000,000 

Appropr iat  ion , 

Annual   1,000,000,000 

Emergency- 
Fund    ---  (300,000,000)  (300,000,000) 

Advance  Emergency- 
Appropriation       (300, 000, 000) b/     

Emergency  Fund 
Carryover 

available  ( 120 , 000 , 000 ) c/     

Emergency 

Funds  Released        215,000,000  d/     


Administrative 
reduction 

Enacted 
rescission . . . 


Subtotal , 
adjusted 
budget 

authority   1,215,000,000     1,000,000,000  1,100,000,000 


Total 

obligations..         $1 , 215 , 000 , 000  $1 , 000 , 000 , 000  $1,100,000,000 
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a/    Appropriated  in  FY  1997  for  obligation  in  FY  1998. 

b/    Appropriated  in  FY  1996  for  obligation  in  FY  1997. 

c/    Made  available  in  FY  1996  appropriation  and  bill  language. 

d/    Of  the  total  of  $420  million  available  for  emergency- 
contingencies,   $215  million  was  awarded. 
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SUMMARY  OF  CHANGES 

Regular  Program 

1998  Advanced  appropriation 

(Appropriated  in  FY  1997)...,   $1,000,000,000 

1999  Advance  appropriation 

(Appropriated  in  FY  1998)   '  $1. 100, 000, 000 

Net  change   +$100,000,000 

2000  Appropriation 

Requested  in  FY  1999   $1,100,000,000 

Emergency  Funds 

1998  Contingency  Appropriation   $300,000,  000 

1999  Request   $300,  000,  000 

Net  change   $  


1998  Current 

Estimate  Change  from  Base 

Regular  Program: 

1.     Program,  including 
contingency  funds 

released   $1,000,000,  000  +$100,000,000 

Contingency  Fund: 

1.     To  return  to  historical 

levels  (300,000,  000)  (  ) 

Net  Change   +$100,000,000 
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Budget  Authority  by  Activity 


1997  1998  1999 

Actual  Appropriation  Estimate 

Training  and 


Technical 

Assistance   $250,000  $250,  000  $250,000 

Program 

Grants   974,750,000  974,750,000  1,072,750,000 

Leveraging 
Incentive 

Fund   25,000,000                 25,000,000  27,500,000 

Emergency 

Fund   (420,000,000)            (300,000,  000)  (300,000,000) 


Emergency 
Funds  Released.  215,000,000 

Payment  of  prior 
year  debt  


Amount  available 
for  obligation 


in  FY  2000    ---  ---  (1,100,000,000) 


Total 
Adjusted  Budget 

Authority  $1,215,000,000         $1,000,000,000  $1,100,000,000 
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Budget  Authority  by  Object 

Increase 

1998  1999  or 

Appropriation  Estimate  Decrease 

Other  Services  $250,000  $250,000  $  

Grants, 
Subsidies, 
and  Contri- 
butions  999,750,000  1,099,750,000 


Total, 
Budget 
Authority 

by  Object   $1,000,000,000         $1,100,000,000  $  

Advance 
Requested 

for  FY  2000  ($1,100,000,000) 
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Authorizing  Legislation 

1998  1999  1999 

Amount  1998  Amount  Budget 

Authorized  Appropriation      Authorized  Request 

Home  Energy 

Assistance 

Activity: 

1. Sec. 2602 
(b)of  the 
Low  Income 
Energy 
Assistance 
Act  of 
1981,  as 

amended.  $2  billion     $975,000,000  $  2  billion  $1,072,000,000 

2 . Leveraging 
Incentive  Fund, 
Section  2602 
(d)   of  the 
Low- Income 
Home  Energy 
Assistance 
Act  of 
1981,  as 

amended. .  such  sums 

Energy  Emergency 
Contingency  Fund, 
Section  2602  (e) 
of  the  Low- Income 
Home  Energy 
Assistance  Act  of 
1981,  as 

amended..  600,000,000 

Energy  Emergency 
Contingency  Fund 
Disbursed   


25,000,000         such  sums  27,500,000 


(300,000,000)    600,000,000  (300,000,000) 


Appropriation  $1,000,000,000  $1,100,000,000 

Total 

Appropriation 
against 
definite 
authori- 
zations    2,000,000,000   1,000,000,000   2,000,000,000  1,000,000,000 
600,000,000      (300,000,000)      600,000,000  (300,000,000) 
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Low  Income  Home  Energy  Assistance  Program 
APPROPRIATIONS  HISTORY  TABLE 

Budget 

Estimate  House  Senate 

to  Congress  Allowance  Allowance  Appropriation 

1990  1,100,000,0001,400,000,000  1,278,654,000  1,433,000,000 
Supl.  ---  ---  ---  50,000,000 

1991  1,050,000,000  Deferred  1,450,000,000  1,415,055,000 
Seq.                 ---                      ---  ---  18,396 

Contingency 

Fund    ---  ---  195,180,000 

Seq.  ---  ---  ---  2,537 

1992  a/  925,000,000  1,000,000,000       1,500,000,000  1,500,000,000 
Contingency 

Fund  b/  100,000,000  ---  ---   

Emergency 

Alloc. c/         ---  (600,000,000)      (300,000,000)  (300,000,000) 

1993d/l, 065, 000, 000       891,000,000     1,356,905,000  1,346,030,000 
Emergency 

Alloc.  ---  (600,000,000)      (600,000,000)  (595,200,000) 

1994 

e/f/     1,507,408,000  1,437,408,000     1,437,408,000  1,437,408,000 
1994 

Emergency 
Alloc. 

c/i/  ---  ---  (600,000,000)  (600,000,000) 

1994 
Supl . 

h/  i/     100,000,000         300,000,000       300,000,000  300,000,000 
1994 

Resc.        -15,640 

1995g/l,475, 000, 000  1,475,000,000     1,475,000,000  1,475,000,000 
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Estimate  House  Senate 

to  Congress  Allowance  Allowance  Appropriation 

1995 

Resc.      -750,000,000     -250,000,000  -89,592,000  -155,796,000 

1995 

Ad-  , 

Red.  ---  ---  ---  -1,521 


Emergency 

Alloc.      "    (600,000,000)       (600,000,000)  (600,000,000)1/ 

1995 

Supl.    100,000,000         100,000,000         100,000,000  100,000,000k/ 

1996 
Emerg . 

Alloc.        (300,000,000) 

1996  1,319,204,000  1,319,204,000 
i Appropriated  in  FY  1995  for  obligation  in  FY  1996) 

1996 

Resc    ---  ---  -319,204,000 

1996 
fur~ her 

resc.    -1,000,000,000       -100,000,000  -100,000,000 

1996  share 
cf  Adm. 

reduction       -2,500 

1996 
Final 

Action  899,997,5001 

1996 
Err.erg . 

Supl.    180,000,000         180,000,000  180,000,000 

1997  1,000,000,000  1,000,000,000  1,000,000,0001,000,000,000 

1997 
Emerg . 

Fund     (300,000,000)        (300,000,000)      (300 , 000  ,  000  )  (420 , 000 , 000 ) m/ 


$300,000,000  appropriated  in  FY  1996  for  FY  1997 
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Estimate  House  Senate 

to  Congress  Allowance  Allowance  Appropriation 

1997 
Emerg . 
Fund 

Disb.  ---  ---  ---  215,000,000  n/ 

1998 
Adv. 

Fund .    1,000,000,000       1,000,000,000     1,000,000,000  1,000,000,000 
(Appropriated  in  FY  19  97  for  FY  1998) 

1998 
Emerg . 

Fund  (300,000,000) 

1999  1,000,000,000       1,000,000,000     1,200,000,000  1,100,000,000 
(Appropriated  in  FY  1998  for  FY  1999) 

2000  1,100,000,000 

(Advance  requested  in  FY  19  9  9  for  FY  2000) 

1999 
Emerg . 

Fund  (300,000,000) 


a/     Of  the  $1.5  billion  appropriated,   $1,094,393,000  was 
available  for  obligation  10/1/91  and  $405,607,000  was  not 
available  until  9/30/92. 

b/     The  request  included  emergency  funding  of  $100,000,000  to  be 
available  for  obligation  after  January  15,   1992,  providing 
certain  provisions  were  met. 

c/     Available  only  upon  submission  of  a  formal  budget  request 
designating  the  need  for  funds  as  an  emergency  under  the  Budget 
Enforcement . 

d/     Of  the  $1,065  million  requested,    $798,750,000  was  requested 
as  delayed  obligations,   not  available  for  obligation  until 
September  30,    1993.     Of  the  amount  appropriated,   $682,218,240  was 
not  available  for  obligation  until  September  30,  1993. 

e/     Appropriated  in  the  FY  1993  Appropriations  Act,   available  for 
obligation  October  1,   1993,   of  which  $141,950,240  was  available 
for  reimbursement  of  costs  incurred  in  FY  1993 . 

f/     Advance  appropriation  requested:   $70,000,000  to  become 
available  July  1,    1994,    and  $1,404,780,000  to  become  available 
for  obligation  October  1,    1994  through  June  30,  1995. 
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g/     Of  the  amount  requested  for  FY  1995,   it  was  requested  that 
$745,000,000  be  made  available  in  the  period  October  1,  1995 
through  September  30,   1996,  with  the  balance  of  $730,000,000 
available  October  1,   1994  through  September  30,   1995.  Congress 
did  not  approve  this  request . 

h/    As  reflected  in  the  FY  1994  Emergency  Earthquake 
Supplemental,  up  to  $3  00,000,000  was  made  available  to  States 
which  experienced  record  cold  temperatures  in  January  of  1994. 

i/     FY  1995  appropriation  language  requested  that  the  balance  of 
these  funds  remain  available  until  expended.     Congress  did  not 
approve  this  request . 

±/     FY  1996  appropriation  language  proposed  that  these  funds 
remain  available  until  expended.     Congress  has  not  approved  that 
request . 

k/     Provided  to  assist  low- income  households  adversely  affected 
by  the  severe  heat  during  the  summer  of  1995. 

1/     An  amount  of  $1,319,204,000  was  made  available  in  FY  1995  as 
an  advance  appropriation  for  obligation  in  FY  1996.     An  amount  of 
$319,204,000  was  later  rescinded.     As  part  of  Congressional 
action  on  the  FY  1996  budget,   the  House  proposed  a  further 
rescission  of  the  entire  $1,000,000,000,   and  the  Senate  proposed 
a  further  rescission  of  $100,000,000.     The  final  bill  rescinded 
the  additional  $100,000,000  proposed  by  the  Senate.     In  addition 
an  across-the-board  reduction  of  $2,500  was  applied  to  the 
training  and  technical  assistance  account. 

m/     In  addition  to  the  $300,000,000  in  emergency  contingency 
funds  made  available  in  FY  1996  for  FY  1997,   Congress  added  the 
balance  of  FY  1996  funds   ($120,000,000)   not  formally  appropriated 
nor  obligated  in  FY  1996. 

n/     Five  million  dollars  released  to  North  and  South  Dakota 
January  15,    1997;   the  balance  released  to  all  states  January  31, 
with  special  relief  for  eight  midwest  states  hardest  hit  by 
particularly  cold  weather. 
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Justification 
Low  Income  Home  Energy  Assistance  Program 

Increase 

1997  1998  1999  or 

Actual  Appropriation  Estimate  Decrease 

Program 

Grants  $1 , 189 , 750 , 000a/  $974,750,000     $1 , 072 ,  750 ,  000+$98 , 000 ,  000 

Leveraging 
Incentive 

Grants  25,000,000  25,000,000  27,500,000  +2,500,000 


Subtotal  1,214,750,000         999,750,000  1,099,750,000  +100,000,000 

Emergency- 
Fund              (420, 000, 000)b/ (300, 000, 000)  (300,000,000)   

Training  and 
Technical 

Assistance           250,000                 250,000  250,000   


Total , 
Budget 
Authori- 
ty $1,215,000,000  $1,000,000,000  $1 , 100 , 000 , 000+$100 , 000 , 000 

Emergency 
Funds 

Available ($205, 000, 000)    ($300,000,000)  ($300,000,000) 

a/  Includes  $215,000,000  of  emergency  contingency  funds  released 
on  January  15,  1997. 

b/     Includes  $120,000,000  of  unobligated  FY  1996  balances. 

General  Statement 

Consistent  with  the  Administration  for  Children  and  Families' 
strategic  goal  to  build  healthy,   safe  and  supportive  communities 
and  tribes,   the  Low  Income  Home  Energy  Assistance  Program 
(LIHEAP)   provides  assistance  to  low  income  households  in  meeting 
the  costs  of  home  energy:  heating  and  cooling  their  homes. 
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Approximately  27  percent  of  LIHEAP  recipients  are  "working  poor", 
who  do  not  receive  any  other  public  assistance  through  TANF,  food 
stamps,  SSI,  or  subsidized  housing.     Approximately  36  percent  of 
LIHEAP  recipients  are  elderly  households. 

The  entire  home  energy  costs  of  low- income  households  are  not 
intended  to  be  met  by  LIHEAP.     Rather,  LIHEAP  funds  are  intended 
to  supplement  other  available  Federal  assistance  as  well  as  the 
households'  own  resources  and  state  resources.  Appropriations 
for  this  program  were  increased  in  the  early  1980 's  to  offset 
continually  escalating  energy  costs.     Energy  costs  declined  in 
the  mid-to-late  1980' s,   and  have  been  relatively  stable  until  FY 
1996,  when  they  rose  somewhat. 

Under  the  LIHEAP  statute,    funding  is  to  be  appropriated  one  year 
in  advance  in  order  for  states  to  have  adequate  time  for 
planning.     Advanced  funding  was  implemented  in  1994. 

Advance  funding  of  $1,000,000,000  for  FY  1998  was  enacted  as  part 
of  the  FY  1997  appropriation  bill.     Advance  funding  of  $1.1 
billion  for  FY  1999  was  enacted  as  part  of  the  FY  1998 
appropriation  bill.     This  request  includes  $1,100,000,000  to  be 
appropriated  in  FY  1999  for  obligation  in  FY  2000.  The 
President's  appropriation  request  of  $1,100,000,000  for  FY  2000 
is  based  on  proposed  legislation. 

A  contingency  fund  was  made  available  initially  in  January  1991, 
because  the  national  average  retail  price  of  home  heating  oil  in 
December  1990  exceeded  by  more  than  20  percent  the  average  of  the 
national  average  retail  price  for  home  heating  oil  for  the 
corresponding  month  for  1988,    1989,   and  1990.     Since  FY  1992,  the 
Labor/HHS  Education  Appropriation  Acts  have  contained  emergency 
contingency  funds  to  be  made  available  only  if  requested  by  the 
President  and  designated  as  an  emergency  under  the  Budget 
Enforcement  Act . 

Legislation  enacted  in  1994  made  it  easier  for  States  to  use 
LIHEAP  funds  more  effectively  to  target  assistance  to  households 
with  high  energy  burdens  or  need  and  authorized  states  to  use  a 
portion  of  their  funds  to  assist  households  in  reducing  their 
need  for  home  energy.     A  number  of  states  have  already  completed, 
or  are  in  the  process  of,   examining  their  programs  to  target 
resources  more  effectively. 

A  leveraging  incentive  fund  has  been  successful  in  encouraging 
states  to  develop  increased  non-Federal  energy  assistance 
resources  to  be  used  in  conjunction  with  LIHEAP  funds.  Beginning 
in  FY  1996,   a  new  Residential  Energy  Assistance  Challenge  Grant 
program   (REACH)   became  a  component  of  the  leveraging  incentive 
fund.     It  assists  a  limited  number  of  LIHEAP  grantees" in 
developing  and  operating  programs  to  help  LIHEAP-eligible 
households  reduce  their  energy  vulnerability. 
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Low  Income  Home  Energy  Assistance  Program 

Authorizing  Legislation  -  Section  2602  (b)  of  the  Low  Income  Home 
Energy  Assistance  Act  of  1981,   as  amended. 

Increase 

1997  1998  1999  or 

Actual  Appropriation  Estimate  Decrease 


$1,  000,000,000  $1,000,000,000  $1,  100, 000, 000  +$100, 000, 000 
Advance  Appropriation  for  FY  2000:  $1,100,000,000 

1999  Authorization  $2,000,000,000 

2000  Authorization  -  Legislation  to  be  proposed. 


Purpose  and  Method  of  Operations 

The  Low  Income  Home  Energy  Assistance  Program  provides  funds  to 
aid  low  income  households  through  payments  to  eligible  households 
and  to  energy  suppliers  on  behalf  of  individual  low- income 
households.     Funds  are  provided  through  block  grants  to  states, 
Indian  tribes  and  tribal  organizations,   Puerto  Rico  and  five 
other  territories  for  their  use  in  programs  tailored  to  meet  the 
unique  requirements  of  their  jurisdictions.     This  program  assists 
eligible  households  in  meeting  the  costs  of  home  energy,  defined 
by  the  statute  to  include  sources  of  residential  heating  and 
cooling . 

The  statute  allows  states  to  make  payments  to,   or  on  behalf  of, 
eligible  households  meeting  the  following  criteria: 

o  One  or  more  individuals  receive  assistance  under  Title  IV-A 
of  the  Social  Security  Act,   Supplemental  Security  Income 
payments,   Food  Stamps,   or  certain  needs-based  veterans 
benefits;  or 

o  The  household's  total  income  does  not  exceed  the  higher  of 
150  percent  of  the  poverty  level  or  60  percent  of  the  State 
median  income  level.     States  may  establish  lower  income 
eligibility  criteria,   but  they  may  not  exclude  households 
with  incomes  below  110  percent  of  the  poverty  level  solely 
on  the  basis  of  income.     States  may  give  priority  to 
households  with  the  highest  home  energy  costs  or  need  in 
relation  to  income.   States  are  allowed  flexibility  in 
determining  payment  levels  and  types  of  payments,  including 
unrestricted  cash  payments,   payments  to  vendors  on  behalf 
of  eligible  households,   or  energy  vouchers. 
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Up  to  ten  percent  of  the  funds  payable  to  a  state  may  be  used  to 
pay  planning  and  administrative  costs.      A  grantee  may  hold  up  to 
ten  percent  of  the  funds  payable  to  it  for  obligation  in  the 
subsequent  year. 

Beginning  in  FY  1992,  a  portion  of  the  appropriation  may  be  made 
available  to  reward  those  grantees  that  leverage  their  Federal 
LIHEAP  dollars  so  that  they  cover  more  services  or  benefits. 
Continuing  to  earmark  a  portion  of  program  grant  appropriations 
for  leveraging  purposes  is  recommended.     In  FY  1997,  $25,000,000 
was  made  available  for  this  purpose;  $25,000,000  was  made 
available  in  FY  1998.     This  request  includes  $27,500,000  for  FY 
1999. 


Recent  funding  levels  have  been: 

FY  1994   (advance  appropriation -FY  1993)  $1,437,392,760  a./ 

FY  1994  Emergency  Supplemental   $  300,000,000 

FY  1995   (advance  appropriation -FY  1994)  $1,319,202,479  b_/ 

FY  1996   $     899,997,500  £/ 

FY  1997  (regular  appropriation)   $1,000,000,000 

FY  1998   (advance  appropriation- FY  1997  $1,000,000,000  e./ 

FY  1999   (advance  appropriation -FY  1998)  $1,100,000,000  £/ 


a./  The  FY  1994  advance  appropriation  (appropriated  in  FY  1993 
for  obligation  in  FY  1994)  of  $1,437,408,000  was  reduced  by  an 
administrative  cost  rescission  of  $15,640. 

b/    The  FY  1995  advance  appropriation  (appropriated  in  FY  1994 
for  obligation  in  FY  1995)  of  $1,475,000,000  was  reduced  by  two 
rescissions:     one  of  $155,786,000;  and  an  administrative  cost 
rescission  of  $1,521. 

c/    The  FY  1996  advance  appropriation  (appropriated  in  FY  1995 
for  obligation  in  FY  1996)  of  $1,319,204,000  was  reduced  by 
rescissions  of  $319,204,000;  $100,000,000;  and  an  administrative 
cost  rescission  of  $2,500. 

d/    Regular  appropriation  made  in  FY  1997  for  obligation  in  FY 

1997. 

e/  Advance  funded  -  appropriated  in  FY  1997  for  obligation  in  FY 
1998  . 

f/  Advance  funded  -  appropriated  in  FY  1998  for  obligation  in  FY 
1999. 
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Rationale  for  the  Budget  Request 

There  are  compelling  reasons  why  support  for  the  Low  Income  Home 
Emergency  Assistance  block  grant  program,  which  assists  low- 
income  households,  particularly  those  with  the  lowest  income  who 
pay  a  high  proportion  of  household  income  for  home  energy,  should 
be  maintained. 

Between  1981  and  1995: 

o  The  number  of  LIHEAP-eligible  households  increased  by  45 
percent,   while  LIHEAP  funding  decreased  by  almost  36 
percent,   resulting  in  a  decrease  of  federally  eligible 
households  assisted  from  36  percent  to  19  percent. 

o  The  percentage  of  the  total  home  heating  bill  for  eligible 
households  covered  by  LIHEAP  heating  and  winter  crisis 
benefits  decreased  from  23  percent  to  12  percent. 

o  After  adjusting  for  inflation,   the  mean  value  of  heating 
and  winter  crisis  benefits  fell  from  $213  to  $121. 

In  FY  1995,   low  income  individuals  paid  an  average  of  9.3  percent 
of  their  income  for  all  residential  energy  use,   while  non  low 
income  households  paid  2 . 5  percent .     Low  income  households  paid 
2.8  percent  of  income  for  heating  costs;  non  low  income 
households  paid  .7  percent. 

According  to  the  March  1997  Current  Population  Survey  conducted 
by  the  Bureau  of  the  Census,   only  24  percent  of  LIHEAP  recipients 
received  AFDC  assistance.     For  most  households,  LIHEAP  provides 
assistance  not  available  from  any  other  program. 

In  order  to  continue  to  provide  home  energy  assistance  and  to 
address  the  goals  discussed  below,  an  advance  appropriation  of 
$1,100,000,000  is  requested  as  part  of  the  FY  1999  budget,  for 
obligation  in  FY  2000.     This  is  the  same  level  of  support  as  was 
enacted  in  FY  1998  for  obligation  in  FY  1999. 
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As  required  by  the  1994  amendments  to  the  LIHEAP  statute,  the 
Office  of  Community  Services  collaborated  with  State,  tribal,  and 
local  LIHEAP  officials  to  develop  model  performance  goals  and 
measures  that  grantees  may,  at  their  option,  use  in  their  LIHEAP 
programs  beginning  in  FY  1997.     This  collaboration  resulted  in 
the  identification  of  three  general  goals:     targeting  energy 
assistance  to  those  with  greatest  need,  increasing  energy 
af fordability,  and  increasing  the  efficiency  of  energy  used  by 
low- income  households.     To  meet  the  requirements  of  the 
Government  Performance  and  Results  Act   (GPRA)   the  Office  of 
Community  Services  selected  two  of  the  model  goals  and  five 
performance  measures.     Further  collaboration  is  planned  with 
State,  tribal,  and  local  LIHEAP  grantees  to  refine  these  measures 
and  establish  permanent  targets.     Performance  targets  will  be 
specified  once  baseline  data  are  available. 
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Goal  1;  Increase  the  availability  of  LI HEAP  heating  assistance 
to  eligible  households  with  at  least  one  member  whose  health  is 
vulnerable  to  a  home  without  sufficient  heat. 

Performance  Measures : 

Increase  the  participation  rate  of  eligible  households 
having  at  least  one  member  who  is  60  years  or  older  over 
the  previous  year; 

Increase  the  participation  rate  of  eligible  households 
having  at  least  one  member  who  is  disabled  over  the 
previous  year; 

Increase  the  participation  rate  of  eligible  households 
having  at  least  one  member  who  is  age  five  years  or  under 
over  the  previous  year. 

Goal  2:  Increase  the  af f ordabilitv  of  home  heating  for  eligible 
households  which  are  at  risk  of  unsafely  heating  their  homes  due 
to  their  low  incomes  and  high  energy  expenditures. 

Performance  Measures : 

Increase  over  the  previous  year  the  number  of  States  which 
use  actual  energy  bills  in  determining  energy  burdens  and 
designing  their  heating  assistance  benefit  structure; 

Reduce  the  heating  energy  burden  of  heating  assistance 
households  with  the  lowest  incomes  and  highest  heating 
expenditures  from  the  previous  year  for  those  States  using 
actual  energy  bills  in  their  LIHEAP  programs. 
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Low  Income  Home  Energy  Assistance  Program 
Emergency  Funds 

Authorizing  Legislation  -  Section  2602(e)  and  2604(g)  of  the  Low 
Income  Home  Energy  Assistance  Act  of  1981,   as  amended. 

Increase 

1997  1998  1999  or 

Actual  Enacted  Estimate  Decrease 


($420, 000, 000) a/         ($300,000,000)     ($300,  000,  000)  ($  ) 

$215, 000, 000 
1999  Authorization  -  $600,000,000 

a/     Includes  $120,000,000  in  unobligated  FY  1996  balances. 
Purpose  and  Method  of  Operation 

Consistent  with  the  ACF  goal  to  target  energy  assistance,  this 
program  is  designed  to  provide  additional  funds  to  States  that 
are  adversely  affected  by  extreme  heat  or  cold,  or  other  causes 
of  energy-related  emergencies.  These  funds  are  made  available 
only  when  they  are  requested  by  the  President  and  designated  as 
an  emergency  under  the  Budget  Enforcement  Act . 

Contingency  funds  were  made  available  in  January  1991,  because 
the  national  average  retail  price  of  home  heating  oil  in  December 
1990  exceeded  by  more  than  2  0  percent  the  average  of  the  national 
average  retail  price  for  home  heating  oil  for  the  corresponding 
month  for  1988,   1989,   and  1990.     These  were  the  criteria  included 
in  the  appropriation  act.     Funds  were  allotted  to  the  fifty 
States  and  the  District  of  Columbia  in  proportion  to  the 
consumption  of  home  heating  oil,   liquid  petroleum  gas,  and 
kerosene  by  low- income  households. 

The  Labor/HHS  Education  Appropriation  Act  for  FY  1992  contained 
an  emergency  fund  in  the  amount  of  $300,000,000;   the  FY  1993 
Appropriation  Act  contained  an  emergency  fund  in  the  amount  of 
$595,200,000;     and  the  FY  1994  and  FY  1995  Appropriation  Acts 
contained  emergency  funds  in  the  amount  of  $600,000,000.     In  each 
of  these  years,   and  in  succeeding  years,   the  funds  were  to  be 
made  available  only  if  requested  by  the  President  and  designated 
as  an  emergency  under  the  Budget  Enforcement  Act.  Contingency 
funds  were  not  requested  by  the  President  in  either  FY  1992  or  FY 
1993.     Through  FY  1994,   contingency  funds  were  included  on  a  one- 
year  basis  in  appropriation  acts  because  there  was  no  authorizing 
language.     In  FY  1994,   the  1994  Emergency  Earthquake  Supplemental 
provided  that  up  to  $300,000,000  be  made  available  to  states 
which  experienced  record  cold  temperatures  in  January  of  1994 . 
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These  funds  were  released  to  the  affected  States.     In  FY  1995, 
$100,000,000  was  made  available  to  states  which  experienced 
unusually  hot  temperatures  during  the  summer  of  1995.     The  FY 
1996  Appropriation  Act  included  $3  00,000,000  for  emergency 
contingency  funds,   and  of  that  amount  $180,000,000  was  made 
available  to  all  States  because  of  unusual  cold  experienced 
during  the  1996-1997  winter.     Of  the  $420,000,000  available  in  FY 
1997,   the  President  released  $215,000,000  to  assist  low  income 
households  adversely  affected  by  the  severe  cold  and  abnormally 
high  fuel  prices  during  the  1997  winter.     In  January  1997, 
$215,000,000  was  distributed  to  all  states,   with  additional 
relief  for  eight  upper  Midwest  states  that  sustained  the  coldest 
weather  in  the  nation.     Those  states  included  Illinois,  Iowa, 
Minnesota,   Missouri,   Montana,  Nebraska,  North  Dakota,   and  South 
Dakota . 


In  the  1994  amendments  to  the  authorizing  statute,    language  was 
added  to  provide  a  permanent  authorization  for  the  emergency  fund 
and  to  permit  targeting  of  grants  to  meet  emergency  needs. 

Recent  appropriations  for  this  program  have  been: 

FY  1994    ($600,  000,  000) 

FY  1994  Supplemental  $300,000,000 

FY  1995   ($600,000,  000) 

FY  1995  Supplemental...  $100,000,000 

FY  1996    ($300,  000,  000) 

FY  1996  Supplemental...  $180,000,000 

FY  1997   ($420,000,000)  a/ 

FY  1997  Release   $215,000,000 

FY  1998    ($300,  000,  000) 


Rationale  for  the  Budget  Request 


Because  it  is  not  possible  to  predict  natural  disasters  or  areas 
of  the  country  which  might  sustain  periods  of  unusual  heat  or 
cold,   or  other  energy-related  emergencies,   $300,000,000  is 
requested  for  emergency  purposes,   to  become  available  only  if  the 
President  requests  all  or  part  of  these  funds  as  part  of  an 
emergency  designated  under  the  Budget  Enforcement  Act .     The  FY 
1999  request  is  the  same  as  the  FY  1998  comparable  level. 
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Low  Income  Home  Energy  Assistance  Program  (LIHEAP) 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual  Enacted  Request 

Service  Grants: 

Formula                       $     974,728,276  $     974,750,000  $1,072,250,000 

Discretionary                  24,999,884  25,000,000  27,500,000 

Emerg.  Cont .  (420,000,000)  (300,000,000)  (300,000,000) 
Emerg .  Cont . 

Obligated  214,996,615   

Research       

Demonstration       

Development       

Training/Technical 

Assistance                               244,046  250,000  250,000 

Evaluation      — 

Program  Support      — 

Other         — 


Total  Program  $1,214,968,821  $1,000,000,000  $1,100,000,000 

Number  of  Applicants  180  180  180 

Number  of  Grants  447  272  272 
New  Starts: 

#  267  92  92 
$  $240,014,499  $25,000,000  $27,500,000 

Continuations : 

#  180  180  180 
$  $974,728,276  $974,750,000  $1,072,250,000 
Contracts : 

#  6  6  6 
$  $226,046  $250,000  $250,000 
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LOW  INCOME  HOME  ENERGY  ASSISTANCE  PROGRAM 


1997 

1998 

1999 

STATES 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Alabama 

$8,371,935 

$8,371,935 

$9,209,344 

Alaska 

5,343!994 

5i343|994 

5[878!530 

Arizona 

4,048,768 

4,048,768 

4,453,748 

Arkansas 

6,388,182 

6,388,182 

7,027,165 

California 

wain  vi  I iiq 

44  91 2  995 

44  912  995 

49,405,447 

vvlUI  auU 

15  659  762 

15  659  762 

17  226  140 

Connecticut 

20,428,712 

20,428,712 

22,472,107 

Delaware 

2,711,518 

2,711,518 

2,982,740 

Diet  of  Col 

3  172  613 

3  172  613 

3  489  955 

Florida 

1 3  246  902 

1  V|AfW|  WW* 

13  246  902 

14  571  931 

1  **fW  f    1  |  WW  1 

Georgia 

10  473  707 

10,473,707 

1 1 ,521 ,346 

Hawaii 

1,054,760 

l!054J60 

l[l  60^263 

Idaho 

6,108,351 

6,108,351 

6,719,342 

Illinois 

56,543,147 

56,543,147 

62,198,911 

Indiana 

25,601,148 

25,601,148 

28,161,920 

Iowa 

18,143,877 

18,143,877 

19,958,730 

Kansas 

8i332i482 

8i332i482 

9!  165^44 

Kentucky 

13,322,751 

13,322,751 

14,655,368 

Louisiana 

8  559  019 

8  559  019 

WfWW  W  j  W  1  w 

9,415,140 

Maine 

13,234,549 

13,234,549 

14,558,343 

Maryland 

15,642,006 

15,642,006 

17,206,608 

Massachusetts 

40,864,189 

40,864,189 

44,951,656 

Michigan 

53,682,762 

53,682,762 

59,052,415 

Minnesota 

38,675,393 

38,675,393 

42,543,924 

Mississippi 

7,177,634 

7,177,634 

7,895,582 

Missouri 

22,585,540 

22,585,540 

24,844,674 

Montana 

7,164,707 

7,164,707 

7,881,361 

Nebraska 

8,972,843 

8,972,843 

9,870,358 

Nevada 

1,901,586 

1,901,586 

2,091,793 

New  Hampshire 

7,734,757 

7,734,757 

8,508,431 

New  Jersey 

37,936,043 

37,936,043 

41,730,621 

New  Mexico 

5,068,776 

5,068,776 

5,575,784 

New  York 

123,866,922 

123,866,922 

136,256,790 

North  Carolina 

18,459,930 

18,459,930 

20,306,397 

North  Dakota 

7,783,039 

7,783,039 

8,561,543 

Ohio 

50,020,864 

50,020,864 

55,024,234 

Oklahoma 

7,695,528 

7,695,528 

8,465,278 

Oregon 

12,136,977 

12,136,977 

13,350,986 

Pennsylvania 

66,534,811 

66,534,811 

73,189,998 

Rhode  Island 

6,726,479 

6,726,479 

7,399,299 
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STATES 

1997 
ACTUAL 

1998 

APPROPRIATION 

1999 
ESTIMATE 

6ai  r+K  Hamlin  a 
souui  war  win  Mi 

0  040  023 

7  311  000 

aOUui  LNiKOUl 

ft  ^91  4ft4 

VI 

ft  OKI  AJ9 

Tennessee 

13,495,662 

13,495,662 

14,845,574 

Texas 

22,038,424 

22,038,424 

24,242,832 

Utah 

7,277,128 

7,277,128 

6,005,028 

Vermont 

8,787,476 

5,787,476 

6.377,372 

Virginia 

19,053,713 

16,053,713 

20,956,573 

Washington 

19,863.656 

18,863,656 

21, 960 ,533 

West  Vlrainia 

8,816,676 

8,816.676 

9,666,570 

Wisconsin 

34,613!407 

3MU407 

38|285.648 

9  a  i  3  ftA  9 

2  043  MB 

3  208  037 

1  VMM  Willi 

073  120  010 

073  120  010 

1  070  707  073 

i.vr  w.f  w»  * 

TriliM 

Discretionary 

250,000 

250,000 

250,000 

Territories! 
American  Samoa 

21,724 

21,761 

24,022 

Guam 

47,630 

47,755 

52,667 

Mariana  Islands 

16,843 

16,586 

18,293 

Patau 

6,814 

3.407 

Puerto  Rico 

1.182,334 

1,185,388 

1,307,342 

Virgin  Islands 

45,038 

45.157 

48,803 

Total  Territories 

1,320,084 

1,320,084 

1,452,127 

Leveraging 

25,000.000 

25,000,000 

27,500,000 

Total  Budget  Authority 

81,000.000,000 

81,000,000,000 

81,100,000.000 
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LOW  INCOME  HOME  ENERGY  ASSISTANCE  PROGRAM 
DISASTER  RELIEF 

1997  1998  1999 

STATE:  ACTUAL      APPROPRIATION  ESTIMATE 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 
Connecticut 
Delaware 
Dist  of  Col. 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 


$1,564,797 
998,845 
756,754 
1,194,014 
8,394,680 

2,926,963 
3,818,327 
506,809 
592,992 
2,475,976 

1,957,639 
197,145 
1,141,711 
20,044,545 
4,785,106 

6,432,004 
1,557,423 
2,490,153 
1,599,765 
2,473,667 


Maryland  2,923,645 

Massachusetts  7,637,919 

Michigan  10,033,836 

Minnesota  13,710,427 

Mississippi  1,341,570 

Missouri  8,006,574 

Montana  2,539,889 

Nebraska  3,180,873 

Nevada  355,425 

New  Hampshire  1,445,702 

New  Jersey  7,090,619 

New  Mexico  947,404 

New  York  23,151,946 

North  Carolina  3,450,342 

North  Dakota  5,519,087 
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LOW  INCOME  HOME  ENERGY  ASSISTANCE  PROGRAM 
DISASTER  RELIEF 

1997  1998  1999 

STATE:  ACTUAL      APPROPRIATION  ESTIMATE 


Ohio  9,349,391 

Oklahoma  1,438,370 

Oregon  2,268,520 

Pennsylvania  12,436,010 

Rhode  Island  1.257.245 


South  Carolina 
South  Dakota 
Tennessee 
Texas 
Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Total  States 


1,242,768 
4,480,862 
2,522,472 
4,119,198 
1,360,167 

1,083,605 
3,561,326 
3,731,403 
1,647,923 
6,506,968 
544,581 

214,795,382 


Tribes 


Discretionary 


Territories: 

American  Samoa 

3,385 

Guam 

7,421 

Mariana  Islands 

2,578 

Patau 

Puerto  Rico 

184,216 

Virgin  Islands 

7,018 

Total  Territories 

204,618 

Total  Budget  Authority 


$215,000,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Children  and  Families  Services  Programs 
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15.  Developmental  Disabilities  University- 
Affiliated  Programs   H-86 

16.  Developmental  Disabilities: States 

Support  Systems    H-89 

17.  Native  American  Programs   H-92 
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22.  Federal  Administration   H-113 
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CHILDREN  AND  FAMILY  SERVICES  PROGRAM 
[(INCLUDING  RESCISSIONS)] 
For  carrying  out,  except  as  otherwise  provided,   the  Runaway 
and  Homeless  Youth  Act,  the  Developmental  Disabilities  Assistance 
and  Bill  of  Rights  Act,    the  Families  of  Children  with 
Disabilities  Support  Act  under  part  1  of  the  Individuals  with 
Disabilities  Education  Act   (20  U.S.C  149  et  seq. ) , 
notwithstanding  section  203(a)  of  the  Individuals  with 
Disabilities  Education  Act  Amendments  of  1997   (P.L.   105-17),  the 
Head  Start  Act,   the  Child  Abuse  Prevention  and  Treatment 
Act, [(including  section  105(a) (2)   of  the  Child  Abuse  Prevention 
and  Treatment  Act) ,   the  Family  Violence  Prevention  and  Services 
Act],   the  Native  American  Programs  Act  of  1974,   title  II  of 
Public  Law  95-266    (adoption  opportunities) ,    the  Adoption  and  Safe 
Families  Act  of  1997   (Public  Law  105-89),   the  Abandoned  Infants 
Assistance  Act  of  1988,   and  part  B(l)   of  title  IV  and  sections 
413,  429A  and  1110  of  the  Social  Security  Act;  for  making 
payments  under  the  Community  Services  Block  Grant  Act;  and  for 
necessary  administrative  expenses  to  carry  out  said  Acts  and 
titles  I,   IV,  X,  XI,  XIV,  XVI,   and  XX  of  the  Social  Security  Act, 
the  Act  of  July  5,   1960   (24  U.S.C.   ch.   9),   the  Omnibus  Budget 
Reconciliation  Act  of  1981,   title  IV  of  the  Immigration  and 
Nationality  Act,   section  501  of  the  Refugee  Education  Assistance 
Act  of  1980,   sections  40155,   40211,   and  40241  of  Public  Law  103- 
322,   and  section  126  and  titles  IV  and  V  of  Public  Law  100-485, 
[$5,682,916,000]    $5, 944 , 100, 000  of  which  [$542,165,000] 
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$20, 000, 000,    to  remain  available  until  September  30,  2003,  for 
grants  to  States  for  adoption  incentive  payments,  as  authorized 
by  section  473A  of  title  IV  of  the  Social  Security  Act   (42  U.S.C. 
670-679) ;  of  which  $490,600,000  shall  be  for  making  payments 
under  the  Community  Block  Grants  Act   [,];  and  of  which 
[$4,355,000,000]   $4,660,000,000  shall  be  for  making  payments 
under  the  Head  Start  Act,   of  which  up  to  $90, 000, 000  may  be  used 
for  making  payments  under  section  640(g) (1)  of  Public  Law  103- 
252,  and  up  to  $56,  000,  000  may  be  used  for  making  payments  under 
section  (640(a)(3)  of  such  law:  Provided,  That,  notwithstanding 
section  640(a) (6)  of  Public  Law  103-252,  of  the  funds  made 
available  for  the  Head  Start  Act,    [$279,250,000]  $350,000,000 
shall  be  set  aside  for  the  Head  Start  Program  for  Families  with 
Infants  and  Toddlers   (Early  Head  Start) :     Provided  further,  That 
[to  the  extent  Community  Services  Block  Grant  funds  are 
distributed  as  grant  funds  by  a  State  to  an  eligible  entity  as 
provided  under  the  Act,  and  have  not  been  expended  by  such  entity 
as  provided  under  the  Act,  and  have  not  been  expended  by  such 
entity,  they  shall  remain  with  such  entity  for  carryover  into  the 
next  fiscal  year  for  expenditure  by  such  entity  consistent  with 
program  purposes],  notwithstanding  section  203(d)(3)(A)  of  Public 
Law  95-266,  up  to  $5,000,000  shall  be  available  for  improving 
State  efforts  to  increase  the  placement  of  foster  care  children. 

[In  addition,  $93,000,000  to  be  derived  from  the  Violent 
Crime  Reduction  Trust  Fund,   for  carrying  out  sections  40155, 
40211  and  40241  of  Public  Law  103-322.] 
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[Funds  appropriated  for  fiscal  year  1998  under  section 
429A(e),  part  B  of  title  IV  of  the  Social  Security  Act  shall  be 
reduced  by  $6,000,000. 

Funds  appropriated  for  fiscal  year  1998  under  section 
413(h) (1)   of  the  Social  Security  Act  shall  be  reduced  by 
$15,000,000.]      (Department  of  Health  and  Human  Services 
Appropriations  Act,  1998.) 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Administration  for  Children  and  Families 

Children  and  Family  Services  Programs 

Amounts  Available  for  Obligation 

1997  1998  1999 

Actual        Appropriation  Estimate 

Appropriation : 

Annual   $4,952,352,000         $5,363,569,000  $5,639,100,000 

(excluding 

Head  Start 

increase) 

Head  Start 
Investment 

Initiative   411,217,000  319,347,000  305,000,000 

Subtotal  $5,363,569,000         $5,682,916,000  $5,944,100,000 

Reduction  P.L. 
104-208  Salaries 

and  Expenses  -54,000   

Reduction  P.L. 
104-208  Congressional 
and  Legislative 

Affairs  -454,000   

Subtotal , 
adjusted 

appropriation..     $5,363,061,000         $5,682,916,000  $5,944,100,000 

Comparative 
transfer  to  the 
Violent  Crime 

Reduction  Account       -62,000,000  -10,000,000   

Subtotal,  compar-       

able  budget  $5,301,061,000         $5,672,916,000  $5,944,100,000 

authority 
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1997  1998  1999 

Actual  ApprppriatipT)  Estimate 

Offsetting 
collections  from: 

Federal  funds             10,000,000  11,000,000  11,000,000 

Unobligated  balance, 

start  of  year  7,000,000  3,000,000  3,000,000 

Unobligated  balance, 
end  of  year...  -3,000,000  -3,000,000  -3,000,000 

Total 

Obligations...        $5,315,061,000         $5,683,916,000  $5,955,100,000 
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SVflKARY  OF  CHANGS? 

FY  1998  Appropriation    $5,682,916,000 

FY  1999  Request   $5.944.100.000 

Net  Change   +$261,184,000 

1998  Bass,   change  from  Base 

INCREASES : 

a.  built-in; 

1.  Annual izat ion  of  January 
1998  pay  raise,  within 
grade  increases,  and 
Jan.  1999  pay  raise 

a.  Full-time  permanent          $90,699,000  +$2,456,000 

b.  Other  than  full-time 

permanent                                1,073,000  +17,000 

2.  Rental  Payments  to  GSA. .        11,878,000  +253,000 

3.  Related  Personnel 
benefits  due  to  CSRS 
retirement  fund 

contribution                              16,035,000  +1,418,000 

4.  Communications/Utilities/ 

Misc                                                   1,988,000  +37,000 

Subtotal,  Built-in  Increases....  +$4,181,000 
B.  PROGRAM; 

1.  Investment  in  the  Head 

Start  Program                       4,355,000,000  +305,000,000 

2.  Adoption  Opportunities            23,000,000  +4,363,000 

3.  Developmental  Disabilities 

States  Support  System    +5,000,000 

4.  New  Adoption  Incentives 

Program     +20,000,000 

5.  Operations  &  Maintenance 

of  Equipment                                2,095,000  +45,000 

6.  Operation  &  Maintenance 

of  Facility                                  544,000  -  +9,000 
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7.  Supplies  and  materials...  3  3  0,000  +168,000 

8.  Equipment/ Consolidat ion. .  2,095,000  +47,000 

9.  Travel  £  Tranportation  1,998,000  +538,000 

10.  Other  882,000  +570,000 

Subtotal  Program 

Increases  +$335,740,000 

Total  INCREASES   +$339,921,000 

DECREASES t 

A.  BUILT-IN 

1.  Decrease  in  full  time 
permanent  positions, 

due  to  attrition  $90,699,000  -$1,005,000 

2.  Decrease  in  personnel 
benefits  due  to  lower 

staffing   $16,035,000  -$167,000 

Subtotal,  Built-in 

Decreases   -$1,172,000 

B.  PROGRAM; 

1.  Decrease  in  Social  Services 

Research  and  Demonstration.  26,000,000  -16,000,000 

2.  Transfer  of  Family  Violence 

to  Crime  Bill  10,000,000  -10,000,000 

3.  Decrease  in  the  Community 

Services  Programs  542,165,000  -51,565,000 

Subtotal ,  Program 

Decreases  -$77,565,000 

Total,   DECREASES   -$78.737.000 

Net  Change   +$261,184,000 
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Budget  Authority  by  Activity 
(Dollars  in  thousands) 


1997 

1998 

1999 

Actual 

Appropriation 

Estimate 

i. 

,980,546 

4,355,000 

4,660,000 

2. 

Runaway  and 

Homeless  Youth 

Program  

43,653 

43,653 

43,653 

3. 

Transitional 

Living  Program 

for  Homeless 

14,949 

14,949 

14,949 

4. 

Child  Abuse 

State  Grants .... 

21,026 

21,026 

21,026 

5. 

Child  Abuse 

Discretionary 

14,154 

14,154 

14,154 

6. 

Community-Based 

Resource  Centers 

32,835 

32,835 

32,835 

7 . 

Child  Welfare 

291, 989 

291,989 

291,989 

11. 

Child  Welfare 

4,000 

6,000 

6,000 

12 . 

Adoption 

Opportunities. . . 

13,000 

23,000 

27,363 

13. 

Adoption 

20, 000 

14 . 

Abandoned  Infants 

Assistance 

12,251 

12 , 251 

12,251 

15. 

Developmental 

Disabilities 

State  Grants .... 

64,803 

64,803 

64,803 

16 . 

Developmental 

Disabilities 

Protection  and 

26,718 

26,718 

26,718 

17 . 

Developmental 

Disabilities 

Projects  of  National 

Significance. . . . 

5,250 

5,250 

5,250 

18. 

Developmental 

Disabilities 

University- 

Affiliated  Programs 

17,461 

17,461 

17,461 

19. 

Developmental 

Disabilities 

States  Support 

Systems 

5,000 
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1997  1998  1999 

ftsfcaal     Appropriation  Estimate 

20.  Native  American 

Programs   34,933                 34,933  34,933 

21.  Social  Services 
Research  and 

Demonstration...  44,000                 26,000  10,000 

22.  Community  Services 

Block  Grant    489,600                  490,600  490,600 

23.  Community  Services 
Discretionary 

Activities   30,832  33,565   

24.  National  Youth 

Sport   12,000  14,000   

25.  Community  Food 

and  Nutrition...  4,000  4,000   

26.  Federal 

Administration..  143,061  140,729  145,115 
Total, 

Budget  Authority...  $5,301,061           $5,672,916  5,944,100 

Total,  FTE   (1,657)                   (1,588)  (1,562) 

Investment 

Initiative   [$411,217]            [$374,454]  [$305,000] 
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Budget  Authority  by  Object 

1998  1999 

Appropriation  Estimate 

Full-time  equivalent 

employment  ceiling                 1,588  1,562 

Full-time  equivalent 
of  overtime  and 

holiday  hours  2  2 

Personnel  compensation: 

Full-time  permanent     $90,699,000  92,151,000 

Other  than  full-time 

permanent                           1.  073  .  000  1.  090.  000 

Subtotal ,  personnel 

compensation                   $91,772,000  $93,241,000 

Personnel  benefits. .        16,035,000  17,286,000 

Subtotal,   Pay  Costs  $107,807,000  $110,527,000 

Travel  and 
transportation  of 

persons   1,998,000  2,634,000 

Transportation 

of  things   61,000  63,000 

Rental  payments 

to  GSA   11,878,000  12,131,000 

Communications , 
utilities  and 

miscellaneous   1,988,000  2,025,000 

Printing  and 

reproduction   1,434,000  1,094,000 

Consulting  Services.  61,171,000  60,912,000 

Other  services   882,000  1,052,000 

Purchases  of  goods  & 
services  for  govern- 
ment accounts.......         16,393,000  15,821,000 


Increase 
or 

Decrease 


-26 


+1,452,000 

+17.000 

+1,469,000 
+1,251,000 
+$2,720,000 

+636,000 
+2,000 
+253,000 

+37,000 

-340,000 
-259,000 
+170,000 

-  -572,000 
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1998 
Appropriation 

Operation  and  Maintenance 

of  Facility    544,000 

Operation  and  Maintenance 

of  Equipment   2,095,000 

Subtotal ,  Other 

Contractual  Services  $98,444,000 

Supplies  and  materials  330,000 

Equipment   2,424,000 

Grants,  Subsidies 

and  Contributions...  5.473.821.000 

Indemnities   90,000 

TOTAL  BUDGET 
AUTHORITY 

BY  OBJECT  $5,682,916,000 

Investment 

Initiative  [$374,454,000] 


Increase 
1999  or 
Estimate  Decrease 


553,000  +9,000 

2,140,000  +45,000 

$98,425,000  -19,000 
487,000  +157,000 
2,471,000  +47,000 

5.732.099.000  +258.278.000 
91,000  +1,000 

$5,944,100,000  +$261,184,000 
[302,000,000]  [-72,454,000] 
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Administrative  Costs 

Increase 

1998  1999  or 

Appropriation  Estimate  Decrease 
Personnel  Compensation: 
Full-time 

Permanent  (11.1)...  $90,699,000  $92,151,000  +$1,452,000 
Other  than  Full -Time 

Permanent (11. 5) . . .             1.073 ,000  1.090.000  +17.000 
Total  Personnel 

Compensation (11. 9)           91,772,000  93,241,000  +1,469,000 

Civilian  Personnel 

Benefits   (12.1)...           16.035.000  17.286.000  +1.251.000 

Subtotal,   Pay  Cost...       107,807,000  110,527,000  +2,720,000 

Travel   (21.0)                            1,998,000  2,634,000  +636,000 

Transportation 

Of  Things   (22.0)..                   61,000  63,000  +2,000 

Communications,  Utilities 
&  Miscellaneous 

charges   (23.3)                      1,988,000  2,025,000  +37,000 

Printing  & 

Reproduction  (24.0)  1,434,000  1,094,000  -340,000 
Consulting 

Services   (25.1)                  61,171,000  60,912,000  -259,000 

Other  Services   (25.2).             882,000  1,052,000  +170,000 

Purchase  of  Goods  & 
Services  from 

Govt,  accounts  (25.3)  16,393,000  15,821,000  -572,000 
Operation  and  Maintenance 

of  Equipment   (25.7)               2,095,000  2,140,000  +45,000 

Subtotal,  Contractual 

Services                                  86. 022 . 000  85.741.000  -281.000 

Supplies  & 

Materials   (26.0)                          330,000  487,000  +157,000 

Subtotal,   Non-pay  costs     86.352.000  86.228.000    -  -124.000 

TOTAL                         $194,159,000  $196,755,000  +$2,596,000 

H-14 


1049 


SIGNIFICANT  ITEMS  IN  HOUSE  AND  SENATE 
APPROPRIATIONS  COMMITTEE  REPORTS 

1998  Senate  Appropriations  Committee  Report  Language 

Item 

Runaway  and  homeless  youth  -  The  Committee  notes  that  there  are  a 
few  model  projects  that  provide  coordinated  substance  abuse 
treatment,  job  training,  transitional  housing,  and  independent 
living  to  homeless  youth  who  are  pregnant  or  have  small  children 
and  are  recovering  from  substance  abuse  problems.  Priority 
should  be  placed  on  supporting  these  projects  such  as  House  of 
Mercy  in  DesMoines,  IA,  where  they  have  substantial  promise  for 
promoting  self-sufficient  and  independent  living. 

Action  Taken  or  to  be  Taken 

The  Department  will  forward  its  next  Runaway  and  Homeless  Youth 
funding  announcement  to  the  House  of  Mercy  so  they  may  consider 
whether  they  are  interested  in  applying  for  a  RHY  grant. 

Item 

Abandoned  Infants  Assistance  -    The  Committee  is  aware  of  studies 
that  show  that  as  many  as  801,000  children  will  be  orphaned  by 
the  AIDS  epidemic  by  the  year  2000,  and  is  concerned  about  the 
level  of  cooperation  and  coordination  between  the  Abandoned 
Infants  Assistance  Program  and  the  pediatric/family  AIDS  programs 
supported  under  title  IV  of  the  Ryan  White  CARE  Act.  The 
Committee  expects  that  ACF  will  collaborate  through  inter-agency 
agreements  with  the  Health  Resources  and  Services  Administration 
(HRSA)  to  ensure  that  the  child  welfare  and  permanency  planning 
needs  of  families  affected  by  AIDS  are  expanded  at  title  IV 
project  sites. 

Action  Taken  or  to  be  Taken 

The  Administration  for  Children  and  Families  will  collaborate 
with  HRSA  to  ensure  that  the  child  welfare  and  permanency 
planning  needs  of  families  affected  by  AIDS  are  expanded  at  title 
IV  sites. 

Item 

Child  Welfare  Training  —    This  program  also  provides  teaching 
and  traineeship  grants  to  schools  of  social  work  to  train  social 
workers  in  the  specialty  of  child  welfare. . .The  Committee 
continues  its  interest  in  the  national  applicability  of  the 
University  of  Hawaii  Center  on  the  Family's  use  of  Hawaii's 
ethnically  diverse  population  to  develop  policies  and  programs  to 
strengthen  the  family  and  provides  $500,000  for  this  purpose. 
The  Committee  supports  the  Center's  work  directed  to  family 
resiliency  and  the  building  and  reinforcement  of  family 
strengths.     It  is  especially  interested  in  the  development  of 
educational  materials  that  promote  self-help  programs  that 
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contribute  to  containment  of  social  program  costs;  and,  the 
development  of  culturally  sensitive  educational  programs  with 
existing  community  services  agencies. 

Action  Taken  or  to  be  Taken 

The  University  of  Hawaii  received  a  three-year  grant  in  FY  1995 
for  this  purpose.    ACF  will  review  the  products  produced  under 
this  grant  to  determine  if  there  is  any  need  for  additional  work. 

Item 

[Alaskan  Natives  Crisis]  -  The  Committee  notes  that  the  May  1994 
final  report  of  the  Joint  Federal-State  Commission  on  Policies 
and  Programs  Affecting  Alaska  Natives  found  that  many  Alaska 
Native  individuals,  families,  and  communities  were  experiencing  a 
social,  cultural,  and  economic  crisis,  mandated  by  rampant 
unemployment,  the  lack  of  economic  opportunity,  alcohol  abuse, 
depression,  and  morbidity  and  mortality  rates  that  were  described 
by  health  care  professionals  as  approaching  those  of  Third  World 
countries.     To  address  these  problems  the  Alaska  Natives 
Commission  adopted  recommendations  that  raise  important  policy 
questions  which  are  unresolved  in  Alaska  and  which  require 
further  study  and  review  before  Congress  considers  legislation  to 
implement  these  recommendations.     The  Committee  encourages  the 
Department  to  use  $350,000  for  the  Alaska  Federation  of  Natives 
to  conduct  a  study  and  provide  recommendations  to  Congress  on 
further  approaches  to  implement  recommendations  of  the  Alaska 
Natives  Commission. 

Action  Taken  or  to  be  Taken 

A  grant  was  awarded  September  30,  1997  for  $350,000  to  the  Alaska 
Federation  of  Natives. 

Item 

Community  services  block  grant  -    The  Committee  has  again 
included  $5,500,000  from  within  this  account  for  the  job  creating 
demonstration  authorized  under  section  505  of  the  Family  Support 
Act  of  1988.     This  program  has  been  very  successful  in  moving 
people  off  welfare  and  into  work.     As  in  past  years,  the 
Committee  expects  that  this  program  will  be  administered  by  the 
Office  of  Community  Services  and  that  a  priority  be  given  to 
community  development  corporations. 

Action  Taken  or  to  be  Taken 

This  program  will  be  administered  by  the  Office  of  Community 
Services  with  priority  given  to  community  development 
corporations. 
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Item 

Head  Start  -    Head  Start  programs  are  uniquely  suited. to  address 
the  health,  nutritional,  social  and  educational  needs  of 
disadvantaged  children  while  providing  the  parenting  support  so 
often  needed  by  their  families.    Historically,  economically 
disadvantaged  single  parents  have  been  the  most  difficult 
population  to  serve  in  traditional  Job  Corps  centers,  partially 
because  of  parents'  difficulties  in  finding  and  providing 
transportation  to  and  from  affordable  child  care.     Locating  Head 
Start  programs  on  Job  Corps  campuses  has  enabled  Job  Corps  to 
better  serve  Job  Corps  students  and  Head  Start  to  reach  a  greater 
number  of  needy  children  and  their  families. 

The  Committee  is  encouraged  by  discussions  that  have  occurred 
between  the  Department  of  Labor  and  the  Department  of  Health  and 
Human  Services  regarding  an  interagency  collaboration  in  this 
area.    The  Committee  urges  the  Departments  to  move  forward  to 
issue  a  joint  RFP  to  Job  Corps-Head  Start  partnership  applicants 
to  create  demonstration  Head  Start  programs  on  Job  Corps  sites. 

Action  Taken  or  to  be  Taken 

The  Department  is  working  collaboratively  with  the  Department  of 
Labor  to  locate  Head  Start  programs  on  Job  Corps  campuses  to 
reach  a  greater  number  of  children  and  families. 

Item 

The  recommendation  also  includes  $326,000  to  enable  the  Central 
Montana  Head  Start  program  to  secure  donations  of  surplus 
property  and  $1  million  for  a  Charlotte-Mecklenburg  schools 
prekindergarten  initiative  for  start-up  costs  and  renovations. 

Action  taken  or  to  be  taken 

The  Central  Montana  Head  Start  program  will  be  given  the 
opportunity  to  apply  for  one  time  funding  for  facility 
enhancement  purposes.    The  Charlotte-Mecklenburg  school  system 
will  be  sent  an  application  to  apply  to  become  an  Early  Head 
Start  grantee.    This  application  will  be  forwarded  in  the  spring 
as  soon  as  the  Federal  Register  Announcement  on  Early  Head  Start 
competition  is  published. 

Item 

Child  Abuse  -  The  Committee  is  concerned  about  child  sexual  abuse 
which  affects  so  many  children.    While  a  child  is  harmed 
emotionally,  so  too  is  the  child's  family.    Many  believe  that 
treatment  is  needed  for  both  the  child  who  incurred  this  tragedy, 
as  well  as  the  family  who  goes  through  this  traumatic  experience. 
The  Committee  encourages  the  Administration  for  Children  and 
Families  to  develop  a  demonstration  program  to  evaluate  the 
effectiveness  of  a  family-centered  model  of  treatment  for  child 
sexual  abuse. 
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Action  Taken  or  to  be  Taken 

ACF  will  evaluate  the  possibility  for  a  demonstration  program  to 
evaluate  the  effectiveness  of  a  family-centered  model  of 
treatment  for  child  sexual  abuse. 

Item 

Program  direction  -  The  Committee  was  distressed  to  learn 
recently  of  several  violations  of  the  Antidef iciency  Act  in  this 
agency.     The  violations  occurred  in  the  Office  of  Community 
Services  during  fiscal  year  1996.     Some  of  these  appear  to  be 
related  to  obligating  funds  at  the  very  end  of  the  fiscal  year. 
The  Committee  expects  the  agency  to  take  whatever  steps  are 
necessary  to  straighten  out  its  financial  management  problems. 

Action  Taken  or  to  be  Taken 

Late  in  FY  1996,  several  overobligations  of  funds  occurred  in 
programs  in  the  Office  of  Community  Services  (OCS)  resulting  in 
violations  of  the  Antidef iciency  Act.     These  violations  occurred 
due  to  a  temporary  breakdown  in  OCS  funds  control  activities. 
Immediate  actions  were  taken  by  ACF  to  correct  each  of  the 
violations  and  deobligate  funds  so  that  no  deficiency 
appropriation  was  required.     No  loss  of  funds  occurred. 

ACF  has  tightened  requirements  for  certification  of  funds 
availability  and  is  requiring  hard  copy  documentation  that 
commitments  of  funds  have  been  entered  into  the  automated  funds 
control  and  accounting  system.     The  problem  has  been  resolved  in 
OCS  through  an  array  of  corrective  actions  involving  improved 
fiscal  procedures;  additional  staff  to  monitor  funds  control;  the 
implementation  of  a  new  ACF  grants  and  funds  control  system;  and 
training  on  funds  control  responsibilities,  budget  execution,  and 
financial  systems.     We  will  continue  to  make  additional 
improvements,  including  offering  refresher  training  as  needed. 
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Justification 
Children  and  Family  Services  Programs 
(Dollars  in  thousands) 

Increase 

1997  1998                   1999  or 
 Actual    Appropriation      Estimate  Decrease 

1.  Head  Start...   $3,980,546  $4,355,000  $4,660,000  +$305,000 

2 .  Runaway  and 

Homeless  Youth        43,653  43,653  43,653   

3 .  Transitional 
Living  for 
Homeless 

Youth   14,949  14,949  14,949   

4.  Family  Violence  [62,000]  [10,000]    [-10,000] 

5.  Child  Abuse 

State  Grants . .        21,026  21,026  21,026   

6.  Child  Abuse 
Discretionary 

Activities   14,154  14,154  14,154   

7.  Community  Based- 
Resource  Centers     32,835  32,835  32,835   

8.  Child  Welfare 

Services   292,989  291,989  291,989   

9.  Child  Welfare 

Training   4,000  6,000  6,000   

10.  Adoption 

Opportunities.         13,000  23,000           27,363  +4,363 

11.  Adoption 

Incentives....      20,000  +20,000 

12.  Abandoned  Infants  12,251  12,251  12,251   

1 3 .  Deve 1 opment a 1 
Disabilities  Basic 

State  Grants. . .       64,803  64,803  64,803   

14 .  Developmental 
Disabilities 
Protection  and 

Advocacy   26,718  26,718  26,718   

15 .  Developmental 
Disabilities 
Special 

Projects   5,250  5,250  5,250   

16.  Developmental 
Disabilities 
University 
Affiliated 

Programs   17,461  17,461  17,461   


H-32 


1067 


Increase 

1997  1998  1999  or 

Actual    Appropriation      Estimate  Decrease 

17 .  Developmental 
Disabilities 
States  Support 

Systems       5,000  +5,000 

18.  Native  American 

Programs.   34,933  34,933  34,933   

19.  Social  Services 
Research  and 

Demonstration.    26,000         10,000  -16,000 

20.  Community  Services 

Block  Grant. . .       489,600  490,600  490,600   

21.  National  Youth 

Sports   12,000  14,000    -14,000 

22.  Community  Food 

and  Nutrition   4,000  4,000    -4,000 

23.  Community  Economic 

Development...        27,332  30,065    -30,065 

24.  Community  Services 
Rural  Community 

Facilities   3,500  3,500    -3,500 

25.  Federal 

Administration..   143.061  140.729         145.115  +4.386 

Total ,  Budget 

Authority   $5,301,061  $5,672,916  $5,944,100  +$261,184 

Investment 

Initiative   [411,217]  [374,454]      [305,000]  [-70,454] 

Total,  FTE   (1,657)  (1,588)  (1,562)  -26 
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General  Statement 

The  Fiscal  Year  1999  request  for  Children  and  Family  Services 
Programs  is  $5,944,100,000  and  1,562  FTEs,  an  increase  of 
$261,184,000  and  a  decrease  of  26  FTEs  over  the  1998 
appropriation  of  $5,682,916,000  and  1,588  FTEs. 

This  budget  request  includes  an  increase  of  $305,000,000  over  the 
FY  1998  appropriation  for  the  Head  Start  program.    This  increase 
will  be  used  to  increase  enrollment  and  maintain  and  improve 
quality.    This  investment  will:     strengthen  quality  in  all 
aspects  of  the  program;  fund  strategic  expansion  of  services;  and 
provide  local  flexibility  to  respond  to  family  and  community 
needs . 

The  proposed  increase  also  includes  additional  funds  for  the 
Adoption  Opportunities  program.     The  increase  requested,  together 
with  some  redirection  of  funds  available  for  new  starts,  will 
support  barrier  reduction  grants  to  facilitate  the  adoption 
process  and  increase  technical  assistance  to  enable  States  to 
increase  the  numbers  of  children  adopted,  especially  children 
with  special  needs.  Funds  are  also  provided  for  a  new  Adoption 
Incentives  program.     Under  this  new  initiative  states  will  work 
to  increase  the  number  of  finalized  adoptions  so  that  in  the  year 
2002  at  least  54,000  children  will  have  permanent  homes.  These 
funds  will  be  used  to  encourage  States  to  meet  their  adoption 
goals  and  to  reward  them  when  they  do. 

The  increase  also  includes  funding  for  the  Developmental 
Disabilities  States  Support  Systems.     These  funds  will  be  used  to 
assist  States  to  develop,  implement,  expand  and  enhance  a 
Statewide  system  of  family  support  for  families  of  children  with 
disabilities. 
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Head  Start 

Authorizing  Legislation  -  Section  639  of  the  Head  Start  Act, 
amended.     Authorizing  Legislation  expires  9/30/98. 


FY  1997 
Actual 


FY  1998 
Appropriation 


FY  1999 
Estimate 


Increase 

or 
Decrease 


$3,980,546,000 


$4,355,000,000       $4,660,000,000  +$305,000,000 


1999  Authorization  Such  sums. 

Purpose  and  Method  of  Operations: 

Head  Start  provides  grants  to  local  public  and  private  non-profit 
agencies  for  comprehensive  child  development  services  to  children 
and  families.     Intended  primarily  for  preschoolers  from  low- 
income  families,  the  program  fosters  the  development  of  children 
and  enables  them  to  deal  more  effectively  with  both  their  present 
environment  and  later  responsibilities  in  school  and  community 
life.     Head  Start  programs  emphasize  cognitive  and  language 
development  and  socio-emotional  development  to  enable  each  child 
to  develop  and  function  at  his  or  her  highest  potential.  Head 
Start  children  also  receive  comprehensive  health  services, 
including  immunizations,  physical  and  dental  exams  and  treatment, 
and  nutritional  services. 

The  Head  Start  program  also  emphasizes  significant  involvement  of 
parents  in  their  child's  development.     Parents  makes  progress 
toward  their  educational,  literacy  and  employment  goals  by 
training  for  jobs  and  working  in  Head  Start. 

At  least  ten  percent  of  the  enrollment  opportunities  in  each 
program  must  be  made  available  to  children  with  disabilities. 

Grantees  unless  a  waiver  is  granted,  must  contribute  20  percent 
of  the  total  cost  of  the  program  from  non-Federal  funds.     No  more 
than  15  percent  of  total  costs  may  be  for  program  administration. 

The  Head  Start  Act  requires  that  Head  Start  programs  in  each 
State  receive  minimum  funding  levels.     These  levels  are  currently 
based  on  each  State's  relative  number  of  poor  children,  ages  0-5, 
and  its  relative  number  of  children,  ages  0-18,   in  families 
receiving  AFDC  benefits,  as  compared  to  all  other  States. 
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Most  Head  Start  programs  provide  part-day  center-based  services 
or  home-based  services  for  eight  or  nine  months  a  year.  Grantees 
have  the  option  of  providing  full-day,  full-year  services  and,  in 
recent  years,  an  increased  number  of  grantees  have  been  offering 
this  option  to  help  meet  the  child  care  needs  of  parents  who  are 
either  working  or  in  job  training. 

In  FY  1995,  the  Early  Head  Start  program  was  established  in 
recognition  of  the  mounting  evidence  that  the  earliest  years, 
from  birth  to  three  years  of  age,  matter  a  great  deal  to 
children's  growth  and  development.    Early  Head  Start's  focus  is 
on  four  cornerstones  that  are  essential  to  high  quality  programs: 
child  development,  family  development,  community  building  and 
staff  development.     In  FY  1997,  the  Administration  awarded  grants 
under  the  Early  Head  Start  program  and  family  support  services  to 
173  projects.    These  projects,  plus  a  number  of  Parent  and  Child 
Centers  and  Comprehensive  Child  Development  Program's  serve 
22,000  children  under  the  age  of  three.     In  FY  1998  it  is 
estimated  approximately  39,000  children  will  be  served  in  one  of 
the  Early  Head  Start  programs.     The  FY  1999  budget  will  fund 
approximately  10,000  additional  children  in  Early  Head  Start  and 
funding  will  increase  from  $279  million  to  an  estimated  $350 
million,  or  7.5  percent  of  the  total  Head  Start  budget. 

Funding  for  the  Head  Start  program  during  the  last  five  years  has 
been  as  follows: 


1994  $3,326,285,000 

1995  $3,534,129,000 

1996  $3,569,329,000 

1997  $3,980,546,000 

1998  $4,355,000,000 


Rationale  for  the  Budget  Request: 

The  budget  request  for  FY  1999  is  $4,660,000,000,  an  increase  of 
$305  million  over  the  FY  1998  appropriation.    This  increase  will 
be  used  to  maintain  and  improve  quality  and  to  increase  the 
number  of  children  and  families  receiving  the  benefits  of  a  Head 
Start  experience. 

There  is  an  increasing  body  of  evidence  which  supports  the 
advantages  which  accrue  to  disadvantaged  children  and  families 
who  attend  Head  Start.     Studies  demonstrate  that  Head  Start 
programs  produce  immediate  gains  for  children  and  families  across 
a  diverse  range  of  areas  such  as  cognitive  functioning,  academic 
readiness  and  achievement,  self-esteem,  social  behavior  and 
physical  health.     Studies  also  show  that  Head  Start  children  have 
better  high  school  attendance  rates,  are  less  frequently  retained 
in  grade  and  have  less  need  for  special  education.     Head  Start 
has  also  been  shown  to  help  parents  improve  their  parenting 
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skills,  increase  participation  in  their  children's  school 
activities,  enhance  their  confidence  in  their  abilities  to 
contribute  to  their  communities  and,  in  many  cases,  to  help 
parents  on  the  road  to  self-sufficiency.     In  short,  Head  Start 
works  and  this  budget  request  will  help  assure  programs  deliver 
high  quality  services  while  also  expanding  the  program  to  reach 
more  of  the  many  Head  Start-eligible  children  and  families  not 
currently  served. 

The  FY  1999  funding  increase  will  continue  the  efforts  initiated 
at  the  beginning  of  this  Administration  to  improve  and  expand  the 
Head  Start  program.    The  Administration's  vision  for  Head  Start 
was  first  articulated  in  the  recommendations  of  the  Final  Report 
of  the  Advisory  Committee  on  Head  Start  Quality  and  Expansion. 
These  recommendations  were  characterized  by  three  broad 
principles: 

1.  We  must  ensure  that  every  Head  Start  program  can  deliver 
on  Head  Start's  vision  by  striving  for  excellence  in  serving 
both  children  and  families. 

2.  We  must  expand  the  number  of  children  served  and  the 
scope  of  services  provided  in  a  way  that  is  more  responsive 
to  the  needs  of  children  and  families. 

3.  We  must  encourage  Head  Start  to  forge  partnerships  with 
key  community  and  state  institutions  and  programs  in  early 
childhood,  family  support,  health,  education,  and  mental 
health,  and  we  must  ensure  that  these  partnerships  are 
constantly  renewed  and  recrafted  to  fit  changes  in  families, 
communities,  and  state  and  national  policies. 

FY  1999 's  proposed  funding  increase,  in  accord  with  these 
principles,  will  be  used  for  the  following  four  purposes: 

1.  To  award  all  grantees  a  cost-of-living  $    88.4  million 

increase 

2.  To  award  grantees  quality  improvement  $     54.2  million 

funds 

3.  To  improve  the  Head  Start  training  and  $      7.1  million 

technical  assistance  system  and  monitoring 

4.  To  increase  enrollment  by  30.000-36.000  $  155.3  million 

children  and  families,  including 
10.000  children  and  families  in  the 
Early  Head  Start  program 
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Maintaining  and  improving  program  quality 

Statutorily  mandated  cost-of-living  and  quality  funds  will  be 
allocated  to  allow  grantees  to  offset  the  higher  cost  of 
operations  due  to  inflation  and  to  increase  the  salaries  and 
fringe  benefits  of  current  staff,  to  hire  any  additional  staff 
needed  to  assure  high  program  quality,  to  improve  staff  training, 
to  improve  the  condition  of  Head  Start  facilities,  to  acquire 
necessary  supplies  and  equipment  and,  where  appropriate,  to 
better  meet  the  child  care  needs  of  working  Head  Start  families. 

Head  Start  grantees  have  made  significant  progress  in  the  last 
few  years  in  improving  program  quality  by  using  previous  quality 
improvement  increases  for  hiring  additional  staff,  such  as  family 
workers,  increasing  employee  salaries  and  fringe  benefits  and 
improving  Head  Start  facilities.     However,  there  is  still  a  need 
for  further  improvement  which  will  help  assure  that  all  Head 
Start  programs  provide  high  quality  services.     For  example, 
relatively  low  wages  make  it  difficult  to  attract  and  retain 
quality  staff;  the  average  teacher,  despite  recent  increases, 
still  earns  only  $17,500  per  year.     Family  workers  in  many 
programs  still  maintain  caseloads  of  two  or  three  times  the 
recommended  level  of  35  families,  thus  making  it  difficult  for 
them  to  provide  families  the  assistance  they  need  to  obtain 
social  services  or  move  toward  financial  independence.  Many 
facilities  are  still  of  marginal  quality  and  many  classrooms  are 
ill  equipped  to  meet  the  needs  of  Head  Start  children. 

Funds  will  be  used  to  increase  from  91%  to  95%  the  number  of 
monitored  programs  with  adequate  classroom  size  and  child: staff 
ratios.     Funds  will  also  be  used  to  increase  the  number  of 
classroom  teachers  with  a  degree  in  Early  Childhood  Education 
(ECE) ,  a  Child  Development  Associate  credential,  a  State-awarded 
preschool  certificate  or  a  degree  in  a  field  related  to  ECE  plus 
a  State-awarded  certificate  from  84%  to  90%.     Directly  or  in 
cooperation  with  other  organizations  that  provide  child  care 
services,  Head  Start  grantees  will  also  be  able  to  use  a  portion 
of  their  quality  increase  to  meet  the  full-day  child  care  needs 
of  the  families  they  serve.     Many  Head  Start  parents  are  employed 
full-time  or  are  in  job  training.     Head  Start  can  play  an 
important  role  in  helping  these  parents  be  able  to  continue  to 
work  or  participate  in  training  programs.     In  meeting  this  need, 
Head  Start  programs  will  be  encouraged  to  strengthen  their 
coordination  with  other  key  community  organizations  that  serve 
children  and  families  to  provide  a  holistic  community-wide 
approach  to  serving  disadvantaged  families. 

Head  Start  will  maintain  at  96%  the  number  of  children  receiving 
needed  medical  and  dental  treatment  and  increase  from  75%  to  81% 
the  number  of  children  receiving  needed  treatment  for-  emotional 
or  behavioral  problems. 
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Funds  will  also  be  used  to  increase  from  80%  to  86%  the  number  of 
monitored  programs  in  which  every  child  with  a  disability  has  an 
individualized  education  plan. 

Efforts  will  continue  to  assure  that  every  Head  Start  program 
maintains  an  acceptable  level  of  quality  and  delivers  required 
services  to  all  of  the  children  and  families  they  serve.  The 
performance  of  Head  Start  grantees  will  be  closely  assessed 
through  an  improved  monitoring  system  designed  to  help  programs 
improve  program  quality  as  well  as  to  assure  their  compliance 
with  required  standards.     In  addition,  training  and  technical 
assistance  will  be  provided  to  poorly  performing  grantees.  If 
grantees  are  found  to  have  deficiencies  which  are  not  corrected 
within  agreed-upon  time  frames,  HHS  will  terminate  their  Head 
Start  grant  and  seek  a  replacement  agency  to  serve  that 
community . 

Parents  will  make  progress  toward  their  educational,  literacy  and 
employment  goals.     Head  Start  programs  will  maintain  at  30%  the 
number  of  staff  who  are  current  or  former  Head  Start  Parents. 

In  FY  1999  Head  Start  will  be  continuing  efforts  to  measure  the 
effects  of  the  Head  Start  experience  for  both  children  and  their 
families,  using  new  measures  derived  from  the  Head  Start  Family 
and  Child  Experience  Survey  (FACES) .     This  new  initiative  is 
designed  to  learn  more  about  the  families  that  Head  Start  serves, 
to  find  out  how  well  Head  Start  programs  are  performing,  to  find 
ways  in  which  performance  can  be  improved,  to  provide  information 
that  can  help  guide  policy  decisions  and  to  help  develop 
guidelines  that  will  assist  individual  programs  and  centers  do  a 
better  job  of  helping  children  and  families.     Children  will  be 
tested  before  and  after  their  Head  Start  experience  and  progress 
will  be  measured.     Parents  will  be  interviewed,  also  before  and 
after  their  Head  Start  experience,  to  see  what  changes  Head  Start 
made  in  their  lives;  Head  Start  program  staff  will  be  interviewed 
and  observed,  particularly  in  the  classroom  during  their 
interactions  with  Head  Start  children.     In  the  next  few  years,  a 
detailed  body  of  knowledge  will  be  developed  which  will  help 
everyone  understand  where  Head  Start  works  best,  where  it  needs 
improvement  and  how  such  improvements  can  be  implemented  and  how 
best  to  have  positive,  long  lasting  improvements  in  the  lives  of 
the  children  and  families  served  by  the  Head  Start  program. 

Increasing  Enrollment 

According  to  the  most  recent  data  available  from  the  Census 
Bureau,  there  are  more  than  two  million  low-income  children 
living  in  this  country  who  are  either  three  or  four  years  old. 
In  FY  1998  Head  Start  will  serve  an  estimated  791,000  of  these 
children  (plus  39,000  infant  and  toddler  age  children),  leaving 
hundreds  of  thousands  of  eligible  children  and  families  unable  to 
enjoy  the  benefits  of  a  Head  Start  experience.    In  addition, 
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continuing  the  initiative  begun  in  FY  1995  to  provide  Head  Start 
services  to  our  nation's  youngest  children,  a  portion  of  this 
increase  will  he  used  to  serve  an  additional  10,000  infant  and 
toddler  age  children,  increasing  total  Early  Head  Start 
enrollment  to  49,000. 

This  investment  will  continue  progress  toward  the 
Administration's  goal  of  providing  a  Head  Start  experience  to  one 
million  children  by  the  year  2002. 
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Name  of  Program:  Head  Start 
Program  Pata; 

FY  1997  FY  1998  FY  1999 

Actual  Appropriation   Estimate  

Service  Grants: 

Formula       

Discretionary         $3,876,226,000  $4,243,200,000  $4,540,800,000 

(0-3  Set  Aside)        (159,240,000)  (279,250,000)  (350,000,000) 

Research/ 

Demonstration                    5,000,000  5,000,000  5,000,000 

Development      — — 

Training/Technical 

Assistance                        79,620,000  87,100,000  93,200,000 

Children 

w/Disabilities                    3,000,000  3,000,000  3,000,000 

Evaluation                            7,000,000  7,000,000  7,000,000 

Panel  Reviews                         200,000  200,000  200,000 

Monitoring                           9,500,000  9,500,000  10,500,000 

TOTAL  PROGRAM       3,980,546,000  4,355,000,000  4,660,000,000 


Number  of  Applicants       

Number  of  Grants  1,674  1,824  1,884 
New  Starts: 

#  65  150  60 
$  50,000,000  156,000,000  97,000,000 

Continuations : 

#  1,609  1,674  1,824 
$  3,907,546,000  4,176,000,000  4,540,000,000 

Contracts : 

#  44  44  30 
$  23,000,000  23,000,000  23,000,000 
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Name  of  Program:  Head  Start 
Program  pata: 

FY  1997  FY  1998  FY  1999 

Actual      Appropriation  Estimate 

Number  of  Grantees                  1,480  1,630  1,690 

Children  in  Head 

Start  Projects                     794,000  830,000  860,000 

Average  ACYF  Cost 

Per  Child                                 4,882  5,112  5,280 

Number  of  Staff                     155,300  163,065  171,218 

Volunteers                          1,315,000  1,380,750  1,449,787 

Number  of  Classrooms             45,200  47,460  49,833 
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Runaway  and  Homeless  Youth 

Authorizing  Legislation  -  Section  385(a)(1)  of  the  Runaway  and 
Homeless  Youth  Act,  as  amended.  Expired  9/30/96. 

Increase 

1997  1998  1999  or 

Actual  Appropriation  Estimate  pecrease 

$43,653,000  $43,653,000  $43,653,000   

1998  Authorization  None 

Purpose  and  Method  of  Operations; 

Consistent  with  ACF's  goals  of  improving  the  well-being  of  youth 
and  improving  services  provided  to  youth,  the  Runaway  and 
Homeless  Youth  Program  provides  grants  to  local  public  and 
private  organizations  to  establish  and  operate  local  runaway  and 
homeless  youth  centers.     The  centers  address  the  crisis  needs  of 
runaway  and  homeless  youth  and  their  families.    Grants  are  used 
to  develop  or  strengthen  community-based  centers  which  are 
outside  the  law  enforcement,  juvenile  justice,  child  welfare  and 
mental  health  systems.    The  Runaway  and  Homeless  Youth  Act 
mandates  that  90  percent  of  the  program  funds  be  used  to 
establish  and  operate  basic  centers  which  meet  the  immediate 
needs  of  runaway  and  homeless  youth.     Funds  available  for  these 
comprehensive  service  grants  are  allotted  among  the  States  using 
the  current  Runaway  and  Homeless  Youth  Act  allocation  formula, 
based  on  the  population  of  each  State  under  age  18  as  a 
proportion  of  the  national  population  under  age  18.     Priority  is 
given  to  grantees  experienced  in  providing  services  to  runaway 
and  homeless  youth. 

In  addition  to  the  funds  which  directly  support  temporary 
shelters  for  runaway  and  homeless  youth,  approximately  10  percent 
of  the  funds  in  each  of  the  past  five  years  has  been  used  to  fund 
projects  which  support  and  strengthen  the  work  of  the  shelters. 
These  include  the  national  toll-free  runaway  and  homeless  youth 
hotline,  training  and  technical  assistance  activities;  research 
and  demonstration  projects  on  a  wide  variety  of  topics;  and 
methods  to  improve  program  administration,  outreach,  and 
prevention  activities  among  local  shelters. 

Funding  levels  for  the  Runaway  and  Homeless  Youth  Program  for  the 
last  five  years  has  been  as  follows: 


1994  $36,110,000 

1995  $40,458,000 

1996  $43,653,000 

1997  $43,653,000 

1998  $43,653,000 
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Rational*  for  the  Puflget  Request: 

The  FY  1999  request  for  the  Runaway  and  Homeless  Youth  Program  is 
$43,653,000,  the  same  as  the  FY  1998  appropriation. 

It  is  estimated  that  about  1.0  million  young  people  run  away  from 
home  each  year.    Of  that  number,  approximately  76,000  youth 
received  services  in  FY  1997  at  more  than  400  runaway  and 
homeless  youth  centers.     Currently,  68%  of  the  programs  are  using 
community  outreach  activities  to  strengthen  services.     In  FY 
1999,  ACF  expects  to  assure  that  at  least  75%  of  the  programs  are 
using  these  strategies  can  improve  services  to  youth.    Among  the 
services  provided  are  emergency  shelter,  family  and  individual 
counseling,  life  skills  training,  drug  prevention  activities  and 
other  services  needed  by  youth  in  at-risk  situations.  The 
Administration  for  Children  and  Families  will  work  with  grantees 
to  raise  the  proportion  of  youth  living  in  a  safe  and  appropriate 
setting  after  receiving  center  services  to  95%  from  a  1995  base 
of  93%. 

In  FY  1999,  the  Family  and  Youth  Services  Bureau  in  the 
Administration  for  Children  and  Families  will  work  with  a  number 
of  States  and  the  grantees  in  those  States  to  initiate  a 
collaboration  that  supports  a  youth  development  approach  to 
services  to  young  people  and  coordination  with  substance  abuse 
and  teen  pregnancy  prevention  activities. 

In  response  to  the  need  to  measure  progress  toward  goals,  ACF 
will  continue  to  work  with  youth  organizations,  foundations, 
States,  and  selected  grantees  to  establish  additional  performance 
indicators  and  outcome  measures. 

These  funds  also  support  a  national  runaway  switchboard  and  a 
training  and  technical  assistance  network.    The  switchboard 
responds  to  approximately  161,000  calls  a  year.     Of  these  calls, 
46%  come  from  youth  and  31%  come  from  the  parents  of  a  young 
person. 
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Name  of  Program:  Runaway  &  Homeless  Youth 
Program  Data: 

FY  1997  FY  1998  FY  1999 
 Actual   Appropriation  Estimate 

Service  Grants: 

Formula       

Discretionary             $40,581,981  $39,561,100  $39,561,100 

Research       

Demonstration                         225,000  1,000,000  1,000,000 

Development       

Training/Technical 

Assistance                          2,340,419  2,669,900  2,669,900 

Evaluation       

Program  Support  86,446     

Other  1/                                    419,154  422,000  422,000 


TOTAL  PROGRAM  43,653,000  43,653,000  43,653,000 

Number  of  Applicants  150  150  150 

Number  of  Grants  450  494  494 
New  Starts: 

#  150  150  150 
$  14,000,000  14,000,000  14,000,000 

Continuations : 

#  300  344  344 
$  26,000,000  27,600,000  27,600,000 

Contracts: 

#  6  4  4 
$  3,653,000  2,053,000  2,053,000 

1/  Peer  Reviews  and  Printing. 
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Transitional  Living  Grant  Program 

Authorizing  Legislation  -  Section  385(b)(1)  of  the  Runaway  and 
Homeless  Youth  Act,  as  amended.     Expired  9/30/96. 

Increase 

1997  1998  1999  or 

Actual  Appropriation  Estimate  Decrease 

$14,949,000  $14,949,000  $14,949,000   


1998  Authorization  None 

Purpose  and  Method  of  Operations; 

The  Transitional  Living  Grant  program  provides  grants  to  local 
public  and  private  organizations  to  address  shelter  and  service 
needs  of  homeless  youth.     This  program  is  designed  to  meet  the 
more  complex,  long-term  needs  of  homeless  youth  ages  16-21.  Its 
goals  are  to  have  youth  safe  at  home  or  in  appropriate 
alternative  settings  and  to  help  them  develop  into  independent, 
contributing  members  of  society. 

Grants  are  used  to:     (1)  develop  or  strengthen  community-based 
programs  which  assist  homeless  youth  in  making  a  smooth 
transition  to  a  productive  adulthood  and  social  self-sufficiency; 
and  (2)  provide  technical  assistance  and  support  to  transitional 
living  programs  to  enhance  their  capacity  to  acquire  and  maintain 
resources  and  service  linkages  in  their  local  communities. 

A  homeless  youth  accepted  into  the  program  is  eligible  to  receive 
shelter  and  services  continuously  for  up  to  540  days  (18  months) . 
The  services  include  counseling;  life  skills  training,  such  as 
money  management  and  housekeeping;  interpersonal  skill  building, 
such  as  decision-making  and  priority-setting;  educational 
advancement;  job  attainment;  and  mental  and  physical  health  care. 

Funding  levels  for  the  Transitional  Living  Grant  Program  for  the 
last  five  years  has  been  as  follows: 


1994  $12,200,000 

1995  $13,649,000 

1996  $14,949,000 

1997  $14,949,000 

1998  $14,949,000 
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Rationale  for  the  Budget  Request; 

The  FY  1999  request  for  the  Transitional  Living  Grant  Program 
(TLP)  is  $14,949,000,  the  same  as  the  FY  1998  appropriation. 

The  request  will  be  used  to  continue  funding  for  approximately  80 
grants.     It  is  estimated  that  between  one-third  and  one-half  of 
all  youth  served  by  the  current  runaway  and  homeless  youth 
centers  are  homeless  either  through  mutual  agreement  with  their 
families  or  because  they  have  been  pushed  out  by  a  parent  or 
legal  guardian.     Shelter  staff  carefully  evaluate  family 
situations  before  attempts  at  family  reunification  are  made,  and 
work  with  youth  and  their  families,  when  feasible,  to  find 
suitable  long-term  placements  in  cases  in  which  family 
reunification  is  not  appropriate.     Transitional  Living  Programs 
teach  young  people  the  skills  they  need  to  live  independently 
while  maintaining  contact,  as  appropriate,  with  their  families 
and  avoiding  long-term  dependency  on  social  welfare  services. 

Through  the  process  of  identifying  performance  indicators,  ACF 
will  establish  baseline  data  in  such  areas  as  the  number  of 
transitional  living  program  participants  that  are  paying  rent, 
maintaining  savings  accounts  and/or  engaging  in  other  behaviors 
that  foster  independence. 
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Name  of  Program:  Transitional  Living  for  Homeless  Youth 

Program  Pat?: 

FY  1997  FY  1998  FY  1999 

Actual     Appropriation  Estimate 

Service  Grants: 

Formula       

Discretionary  $13,903,780  $14,399,783  $14,399,783 

Research    ■    

Demonstration    - —   

Development       

Training/Technical 

Assistance  683,220  549,217  549,217 

Evaluation       

Program  Support  1/  232,000     

Other  2/  130,000     

TOTAL  PROGRAM  14,949,000  14,949,000  14,949,000 

Number  of  Applicants  180  180   

Number  of  Grants  75  78  78 
New  Starts: 

#  39  39   

$  7,317,371  7,317,371   

Continuations : 

#  36  39  78 
$  6,586,409  7,082,412  14,399,783 

Contracts : 

#  5  5  5 
$  1,045,220  549,217  549,217 

1/    Logistics  and  data  collection. 
2/    Peer  Reviews. 
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Child  Abuse  State  grant? 

Authorizing  Legislation  -  Section  112  of  the  Child  Abuse 
Prevention  and  Treatment  Act,  as  amended.    Expires  9/30/01. 


Increase 

FY  1997  FY  1998  FY  1999  or 

Actual  Appropriation  Estimate  Decrease 

$21,026,000  $21,026,000  $21,026,000   

1999  Authorization  Such  sums. 


Purpose  and  Method  of  Operations: 

The  Child  Abuse  and  Neglect  State  Grant  program  provides  grants 
to  States  to  improve  States'  child  protective  service  systems. 
Grants  are  based  on  the  relative  population  of  children  under  the 
age  of  18  in  each  State. 

This  program  serves  as  a  catalyst  to  assist  States  in:  intake, 
assessment,  screening  and  investigation  of  child  abuse  and 
neglect  reports;  improving  risk  and  safety  assessment  protocols; 
training  for  child  protection  services  workers  and  mandated 
reporters;  establishment  of  programs  and  procedures  for  the 
identification,  prevention  and  treatment  of  child  abuse  and 
neglect;  and  improving  services  to  disabled  infants  with  life- 
threatening  conditions  and  their  families. 

Funding  for  the  Child  Abuse  and  Neglect  State  grant  program 
during  the  last  five  years  has  been  as  follows: 


1994  $22,854,000 

1995  $22,854,000 

1996  $21,026,000 

1997  $21,026,000 

1998  $21,026,000 


Rationale  for  the  Budget  Request: 

The  FY  1999  budget  request  is  $21,026,000,  the  same  as  the  FY 
1998  appropriation. 

There  continued  to  be  about  1  million  substantiated  incidents  of 
child  abuse  and  neglect.     This  number  reflects  cases  that  have 
been  confirmed  by  child  protective  services  to  be  victims  of 
child  abuse  and  neglect.     Continued  support  for  this  program  will 
help  contain  and  resolve  problems  in  child  abuse  and  neglect 
support  activities  and  strengthen  the  program  in  the  -areas  of 
prevention,  protection  and  permanency. 
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Funds  will  be  used  to  assist  States  in  improving  their  child 
protective  services  (CPS)  systems  which  are  to,  in  turn,  increase 
the  percentage  of  harmed  children  who  are  investigated  by  CPS 
agencies  from  28%  in  FY  1993  to  35%  in  FY  1999  and  decrease  the 
percentage  of  children  with  a  repeat  substantiated  report  of 
child  maltreatment  within  12  months  from  20%  in  FY  1995  to  18%  in 
FY  1999. 

Current  research  and  data  collection  efforts  indicate  continuing 
high  numbers  of  child  abuse  and  neglect  reports  and  similar 
severity  in  outcomes  and  forms  of  maltreatment.     Data  published 
from  the  National  Incidence  Study  of  Child  Abuse  and  Neglect 
estimated  as  many  as  2.8  million  children  were  abused  or 
neglected  in  1993  and  that  parents  and  other  relatives 
contributed  to  80%  of  the  cases  of  abuse  and  neglect. 
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Name  of  Program:  Child  Abuse  State  Grants 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual   Appropriation   Estimate 

Service  Grants: 

Formula                          $21,026,000  $21,026,000  $21,026,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other       


TOTAL  PROGRAM  21,026,000  21,026,000  21,026,000 

Number  of  Applicants  57  57  57 

Number  of  Grants  57  57  57 
New  Starts: 

#  57  57  57 

$  21,026,000  21,026,000  21,026,000 

Continuations : 
Contracts : 
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Child  Abuse  Pigcretionflrv  Activities 

Authorizing  Legislation  -  Section  112  of  the  Child  Abuse 
Prevention  and  Treatment  Act,  as  amended.    Expires  9/30/01. 


Increase 

FY  1997  FY  1998  FY  1999  or 

Actual  Appropriation  Estimate  Decrease 

$14,154,000  $14,154,000  $14,154,000   

1999  Authorization  Such  sums. 


Purpose  and  Method  of  Operations: 

The  Child  Abuse  and  Neglect  Discretionary  Program  funds  a  number 
of  research,  demonstration  and  service  improvement  grants  and 
contracts.    The  program  funds  research  on  the  causes,  prevention, 
identification  and  treatment  of  child  abuse  and  neglect; 
investigative,  administrative  and  judicial  procedures;  and  the 
national  incidence  study  of  child  abuse  and  neglect.    The  program 
also  funds  projects  to:     compile,  publish  and  disseminate 
training  materials;  provide  technical  assistance;  and  demonstrate 
and  evaluate  improved  methods  and  procedures  to  prevent  and  treat 
child  abuse  and  neglect.     In  addition,  the  program  funds  a 
resource  center  on  issues  relating  to  child  maltreatment  and  the 
National  Clearinghouse  on  Child  Abuse  and  Neglect  Information. 
The  Clearinghouse  gathers  and  disseminates  information  on 
promising  programs  of  prevention  and  treatment  and  on  the 
incidence  of  child  abuse  and  neglect. 

Research,  demonstration  and  service  improvement  grants  are 
awarded  competitively  to  public  and  private  nonprofit  agencies, 
including  State  and  local  government  agencies,  universities  and 
voluntary  organizations.  Contracts  may  be  awarded  to  nonprofit 
or  proprietary  organizations.  Projects  supported  by  grants  and 
contracts  awarded  under  this  program  may  run  up  to  five  years, 
depending  upon  the  availability  of  funds. 

Funding  for  the  Child  Abuse  and  Neglect  Discretionary  program 
during  the  last  five  years  has  been  as  follows: 


1994  $15,927,000 

1995  $15,385,000 

1996  $14,154,000 

1997  $14,154,000 

1998  $14,154,000 
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Rationale  for  the  Budget  Request; 

The  FY  1999  budget  request  is  $14,154,000,  the  same  as  the  FY 
1998  appropriation. 

FY  1999  funds  will  be  used  to  support  research  priorities  on  the 
causes,  prevention,  assessment,  identification,  treatment  and 
cultural  and  socio-economic  distinctions,  and  consequences  of 
child  abuse  and  neglect. 

Funding  has  provided  child  welfare  professionals  with  resources 
that  can  help  them  find  appropriate,  locally  available  treatment 
programs  through  the  development  of  a  National  Directory  of  Child 
Abuse  and  Neglect  Treatment  Programs  and  a  guide  to  developing 
public  relations  and  public  education  campaigns  for  local 
agencies.     Other  products  include  a  series  of  evaluation  manuals 
for  program  managers  to  improve  their  skills  and  resources  for 
evaluating  successful  program  implementation  and  participant 
outcomes;  a  workbook  tool-kit  for  local  child  protective  service 
agencies  to  develop  public  education  and  information  materials;  a 
general  audience  publication  containing  one  page  summaries  of  the 
findings  of  completed  Federally  funded  research;  and  a  compendium 
of  currently  funded  child  abuse  and  neglect  research  across  all 
Federal  agencies  which  fund  this  work. 
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Name  of  Program:  Child  Abuse  Discretionary  Activities 
Program  Data; 

FY  1997  FY  1998  FY  1999 

Actual        Appropriation   Estimate 

Service  Grants: 

Formula       

Discretionary       

Research                                $3,715,570  $3,175,000  $3,175,000 

Demonstration                      4,453,221  4,453,221  4,453,221 

Development       

Training/Technical 

Assistance                           5,561,579  5,561,579  5,561,579 

Evaluation    540,570  540,570 

Program  Support  1/               423,630  423,630  423,630 

Other       


TOTAL  PROGRAM  14,154,000  14,154,000  14,154,000 

Number  of  Applicants  113     

Number  of  Grants  47  47  47 
New  Starts: 

#  34  34  34 
$  3,624,440  3,624,440  3,624,440 

Continuations : 

#  13  13  13 
$  5,174,789  5,174,789  5,174,789 

Contracts : 

#  15  15  15 
$  5,354,771  5,354,771  5,354,771 

1/  Included  in  this  amount  are  funds  for  printing,  logistics  and 
supplies. 
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Communitv-Based  Family  Resource  and  Support  Grants 


Legislative  Authority  -  Section  210  of  the  Child  Abuse 
Prevention  and  Treatment  Act,  as  amended. 


FY  1997 
Actual 


FY  1998 
Appropriation 


FY  1999 
Estimate 


Increase 
or 


Decrease 


$32,835,000 


$32,835,000 


$32,835,000 


1999  Authorization 


Such  sums. 


Purpose  and  Method  of  Operations: 

The  purpose  of  the  Community-Based  Family  Resource  and  Support 
Grants  program  is  (1)  To  assist  each  State  in  developing, 
operating,  expanding  and  enhancing  a  network  of  community-based, 
prevent ion- focused,  family  resource  and  support  programs  that 
coordinate  resources  among  a  broad  range  of  human  service 
organizations  within  the  State;  and  (2)  To  foster  an 
understanding,  appreciation,  and  knowledge  of  diverse  populations 
in  order  to  be  effective  in  preventing  and  treating  child  abuse 
and  neglect. 

Seventy  percent  of  a  State's  grant  amount  is  calculated  on  the 
basis  of  the  number  of  children  under  18  in  the  State,  with  a 
minimum  award  of  $175,000  per  State.     The  other  part  of  the  grant 
award  will  be  allotted  among  the  States  based  on  the  amount 
leveraged  by  the  State  from  private,  State,  or  other  non-Federal 
sources  and  directed  through  the  State  lead  agency  in  the 
preceding  fiscal  year.     If  the  aggregate  of  these  amounts  exceeds 
30%  of  the  appropriation,  the  amounts  for  this  part  of  the  grant 
award  will  be  reduced  pro  rata. 

Funds  are  used  to  develop,  operate,  expand  and  enhance  statewide 
networks  of  community-based,  prevention-focused,  family  resource 
and  support  programs;  foster  the  development  of  a  continuum  of 
preventive  services  for  children  and  families  through  State  and 
community-based  public  and  private  partnerships;  finance  the 
start-up,  maintenance,  expansion,  or  redesign  of  a  variety  of 
specific  family  resource  and  support  program  services  that  have 
been  identified  as  meeting  unmet  needs,  and  integrate  these 
within  the  network  of  current  community-based  family  resource  and 
support  programs;  maximize  funding  for  establishing,  operating, 
or  expanding  a  Statewide  network  of  community-based,  prevention- 
focused,  and  family  resource  and  support  programs;  and  to  finance 
public  information  activities  that  focus  on  the  healthy  and 
positive  development  of  parents  and  children  and  promotion  of 
child  abuse  and  neglect  prevention  activities. 
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Funding  for  the  Community-Based  Family  Resource  and  Support 
Grants  Program  during  the  last  five  years  has  been  as  follows: 


1994  $-0- 

1995  $-0- 

1996.  $23,000,000 

1997  $32,835,000 

1998  $32,835,000 


Rationale  for  the  Budget  Request; 

This  appropriation  directly  supports  ACF's  goals  of  minimizing 
the  risk  of  harm  to  children,  protecting  them  from  child  abuse 
and  neglect  in  their  homes,  and  enhancing  families'  capacities  to 
provide  for  their  children's  needs  by  increasing  public 
awareness,  parent  education,  and  family  support  services 
available  to  parents  in  their  own  communities. 

The  FY  1999  request  for  the  Community-Based  Family  Resource  and 
Support  Grants  Program  is  $32,835,000,  the  same  as  the  FY  1998 
appropriation.     These  funds  will  be  used  by  the  States  to 
establish  Statewide  Networks  of  family  support  programs  that:  (1) 
are  based  on  State  and  community  interagency  partnerships,  and 
(2)  are  implemented  through  an  interdisciplinary,  collaborative 
public-private  structure  that  includes  parents  as  full  partners. 
Lead  agencies  must  seek  innovative  approaches  to  blending  funds 
and  leveraging  additional  resources  to  augment  Federal  funds. 

The  Community-Based  Family  Resource  and  Support  grantees  are  in  a 
unique  position  of  leadership  as  they  assume  responsibility  for 
providing  the  network  of  public-private  partnerships  and 
developing  the  continuum  of  preventive  services  for  children  and 
families.    The  safety  and  welfare  of  our  Nation's  children  will 
be  best  ensured  when  Federal,  State,  and  community  agencies  work 
collaboratively  to  better  target  resources  and  be  responsive  to 
the  needs  of  all  families.    While  the  need  for  services  to 
children  and  families  in  crisis  remains  great,  it  is  important 
that  we  continue  to  invest  in  the  kinds  of  prevention  services 
that  are  dedicated  to  supporting  families  before  they  go  into 
crisis  and  risk  harming  their  children. 

In  1999,  these  funds  will  support  activities  and  services  to  help 
decrease  the  percentage  of  children  with  substantiated  reports  of 
maltreatment  who  have  a  repeat  substantiated  report  of 
maltreatment  within  12  months  from  20%  in  1995  to  18%  in  1999. 
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Name  of  Program:  Community-Based  Family  Resource  and  Support 
Grants 

Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual  Appropriation  Estimate 

Service  Grants: 

Formula                           $28,558,817  $29,156,650  $31,956,650 

Discretionary                  4,276,183  3,678,350  878,350 

Research       

Demonstration       

Development       

Training/Technical 
Assistance      

Evaluation     

Program  Support       

Other       


TOTAL  PROGRAM  32,835,000  32,835,000  32,835,000 

Number  of  Applicants  57  57  57 

Number  of  Grants  57  57  57 
New  Starts: 

#  57  57  57 

$  32,835,000  32,835,000  32,835,000 

Continuations : 
Contracts : 
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Child  Welfare  Services 

Authorizing  Legislation  -  Section  420,  title  IV-B  of  the  Social 
Security  Act,  as  amended. 

Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  pecrease 


$291,989,000         $291,989,000  $291,989,000   

1999  Authorization  $325,000,000 

Purpose  and  Method  of  Operations 

Consistent  with  ACF's  goal  to  improve  healthy  development, 
safety,  and  well-being  of  children  and  youth  and  to  increase  the 
safety,  permanency  and  well-being  of  children  and  youth  through 
enhancing  families'  capacities  to  provide  for  their  children's 
needs  and  minimizing  the  disruptions  to  the  continuity  of  family 
and  other  relationships,  the  Child  Welfare  Services  program  helps 
State  public  welfare  agencies  improve  their  child  welfare 
services  with  the  goal  of  keeping  families  together.  Services 
include:    preventive  intervention  so  that,  if  possible,  children 
will  not  have  to  be  removed  from  their  homes;  services  to  develop 
alternative  placements  like  foster  care  or  adoption  if  children 
cannot  remain  at  home;  and,  reunification  so  that  children  can 
return  home  if  appropriate.     Child  welfare  services  are  available 
to  children  and  their  families  without  regard  to  income. 

Funds  are  distributed  to  States  in  the  form  of  grants.  Each 
State  receives  a  base  amount  of  $70,000.     Additional  funds  are 
distributed  in  proportion  to  the  State's  population  of  children 
under  age  21  multiplied  by  the  complement  of  the  State's  average 
per  capita  income.     The  State  requirement  is  25  percent  of 
expenditures. 

The  1980  amendments  to  the  Social  Security  Act  link  this  program 
(Title  IV-B)  to  the  Title  IV-E  Foster  Care  and  Adoption 
Assistance  Programs.     The  1993  amendments  to  the  Social  Security 
Act  created  the  Family  Preservation  and  Support  Services  Program 
as  subpart  2  of  the  Title  IV-B  Program  and  joined  it  to  this 
program  (now  subpart  1  of  Title  IV-B)  and  to  the  Title  IV-E 
programs.     The  same  State  agency  must  administer  or  supervise  the 
administration  of  all  the  programs.     The  broad  goal  of  all  the 
programs  is  to  strengthen  families  in  which  children  are  at  risk. 
Taken  together,  these  programs  provide  a  continuum  of  services  to 
help  children  and  their  families. 
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Effective  October  1,  1996,  protection  which  States  had  to 
implement  to  receive  the  incentive  funds  under  the  Child  Welfare 
Services  Program  became  State  Plan  requirements  and  include:  (1) 
conducting  an  inventory  of  all  children  in  foster  care  for  at 
least  six  months;   (2)  establishing  an  information  and  locator 
system  for  all  children  in  foster  care;   (3)  conducting  periodic 
case  reviews  of  all  foster  children;  and,    (4)  conducting  in-home 
and  permanent  placement  service  programs,  including  preventive 
and  reunification  services. 

Since  1983,  under  Section  428  of  the  Social  Security  Act,  grants 
have  been  awarded  directly  to  eligible  Indian  tribal 
organizations  meeting  State  plan  requirements  for  child  welfare 
services. 

Funding  for  the  Child  Welfare  Services  program  during  the  last 
five  years  has  been  as  follows: 


1994  $294,624,000 

1995  $291,989,000 

1996  $277,389,000 

1997  $291,989,000 

1998  $291,989,000 


Rationale  for  the  Budget  Request 

The  child  welfare  system  is  responsible  for  keeping  children  safe 
and  for  helping  them  achieve  permanence  in  stable  and  loving 
homes.     The  ability  of  state  and  local  and  Indian  Tribal  child 
welfare  agencies  to  achieve  these  goals  depends  upon  their  having 
competent  staff  who  have  the  necessary  resources  and  services  to 
deal  with  families  that  suffer  from  multiple  problems.     There  are 
now  nearly  1,000,000  substantial  cases  of  child  abuse  and  neglect 
each  year.     There  are  nearly  500,000  children  currently  in  foster 
care.     Each  year,  about  60  percent  of  foster  children  safely 
return  to  their  families.     For  approximately  100,000  foster 
children,  returning  home  is  no  longer  a  viable  option  and  efforts 
are  underway  to  substantially  increase  adoptions  and  other 
permanent  placements  for  these  children  through  the  President's 
Adoption  2002  Initiative. 

The  FY  1999  request  for  the  Child  Welfare  Services  program  is 
$291,989,000,  the  same  as  the  FY  1998  appropriation.  Continued 
support  of  the  Child  Welfare  Services  program  at  the  FY  1998 
level  is  important  to  States  and  localities  for  hiring,  training, 
and  maintaining  competent  staff  and  providing  effective 
prevention,  early  intervention,  and  reunification  services  for 
children  who  can  safely  remain  with  or  return  to  their  families. 
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These  funds,  together  with  the  funds  provided  for  Foster  Care  and 
Adoption  Assistance,  are  expected  to  result  in: 

o    Increasing  the  percentage  of  foster  family  care 
placements  that  are  with  relatives  from  26  percent  in  FY 
1994  to  30  percent  in  FY  1999. 

o    Establishing  baseline  figures  to  assess  the  size  of  the 
pool  of  potential  foster  and  adoptive  parents  who  reflect 
the  racial/ethnic  make-up  of  the  children  in  foster  care  and 
the  children  waiting  to  be  adopted  and/or  who  are  willing  to 
adopt  or  be  a  foster  parent  for  a  child  from  a  different 
ethnic  group. 

o    Decreasing  the  mean  number  of  placement  settings  per 
foster  care  placement  episode  from  2.4  in  FY  1995  to  2.0  in 
FY  1999. 
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Name  of  Program:    Title  IV-B  Child  Welfare  Services 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual  Appropriation  Estimate 

Service  Grants: 

Formula                      $291,989,000  $291,989,000  $291,989,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support    — -   

Other       

TOTAL  PROGRAM       $291,989,000  $291,989,000  $291,989,000 

Number  of  Applicants                 167  175  190 
Number  of  Grants 
New  Starts: 

#    8  15 

$                                $    $70,000  $132,000 

Continuations : 

#  167  167  175 
$                     $291,989,000  $291,919,000  $291,857,000 


Contracts : 
# 
$ 
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Child  Welfare  Tracing 

Authorizing  Legislation  -  Section  426  of  title  IV-B  of  the  Social 
Security  Act,  as  amended. 

Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 

$4,000,000         $6,000,00000  $6,000,000   


1999  Authorization  such  sums. 

Purpose  and  flethod  of  Operations 

Consistent  with  ACF's  goal  of  improving  healthy  development, 
safety  and  well-being  of  children  and  youth  and  of  increasing  the 
safety,  permanency,  and  well-being  of  children  and  youth,  the 
Child  Welfare  Training  program  provides  discretionary  grants  to 
public  and  private  non-profit  institutions  of  higher  education  to 
develop  and  improve  education  and  training  programs  and  resources 
for  child  welfare  service  providers.    Applications  are  selected 
for  funding  through  a  competitive  review  process.     These  grants 
upgrade  the  skills  and  qualifications  of  child  welfare  workers 
through  their  participation,  full-time  or  part-time,  in  programs 
focused  specifically  on  child  welfare  services  and  provide 
traineeships  to  full-time  students  seeking  undergraduate  and 
advanced  degrees.    Activities  supported  include: 

o    providing  stipends  to  students  to  increase  the  numbers  of 
trained  workers  in  the  field  of  child  welfare,  with 
emphasis  on  minority  students; 

o    improving  the  ability  of  State  or  local  child  welfare 
agencies  to  provide  practice-relevant  child  welfare 
services  training,  or  to  implement  staff  development 
activities; 

o    providing  mechanisms  to  increase  communication  among 

post-secondary  educational  institutions  and  public  child 
welfare  agencies  in  the  area  of  training; 

o    providing  interdisciplinary  and  inter-program  training  in 
the  field  of  child  welfare. 
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Funding  for  the  Child  Welfare  Training  program  during  the  last 
five  years  has  been  as  follows: 


1994   $4,441,000 

1995  $4,398,000 

1996  $2,000,000 

1997  $4,000,000 

1998  $6,000,000 


Rationale  for  the  Budget  Request 

With  the  continuing  rise  in  the  number  of  children  in  foster 
care,  the  increased  focus  on  placing  children  who  cannot  return 
to  their  biological  families  in  permanent  adoption  homes,  and  the 
increased  number  of  reported  abused  and  neglected  children,  it 
is  critical  that  an  adequate  number  of  qualified  child  welfare 
service  staff  are  available. 

Therefore,  the  FY  1999  request  for  Child  Welfare  Training  is 
$6,000,000,  the  same  as  the  FY  1998  appropriation.     These  funds 
will  be  used  to  continue  to  fund  new  child  welfare  services 
traineeship  projects  with  priority  given  to  minority,  including 
Tribal,  students  for  careers  in  child  welfare.     Funds  will  also 
be  used  for  inservice  training  projects,  and  other  capacity 
building  projects. 
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Name  of  Program:  Child  Welfare  Training 
Program  Data: 


FY  1997  FY  1998  FY  1999 

Actual         Appropriation  Estimate 

Service  Grants: 

Formula       

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance  $3,500,000  $5,300,000  $5,800,000 

Evaluation       

Program  Support  1/  500,000  700,000  200,000 

Other       


TOTAL  PROGRAM  $4,000,000  $6,000,000  $6,000,000 

Number  of  Applicants  50  50  50 

Number  of  Grants  50  35  40 
New  Starts: 

#  23  12  10 
$  3,040,280  2,000,000  1,800,000 

Continuations : 

#  27  23  30 
$  677,925  3,300,000  4,000,000 

Contracts: 

#  3  3  3 
$  278,150  700,000  200,000 

1/  Printing  and  other  expenses  including:  subscription,  program 
support-logistics  contract  and  meeting  support. 
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Adoption  Opportunities 

Authorizing  Legislation  -  Title  II  of  the  Child  Abuse  Prevention 
and  Treatment  and  Adoption  Reform  Act  of  1978,  as  amended. 

Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 

$13,000,000  $23,000,000         $27,363,000  +$4,363,000 

1999  Authorization  such  sums. 

Purpose  and  Method  of  Operations 

Consistent  with  ACF's  goal  of  improving  healthy  development, 
safety  and  well-being  of  children  and  youth  and  of  providing 
children  with  permanency  and  stability  in  their  living 
situations,  the  Adoption  Opportunities  program  funds  grants  and 
contracts  to  public  and  private  organizations  to  facilitate  the 
elimination  of  barriers  to  adoption  and  to  provide  permanent, 
loving  home  environments  for  children  who  would  benefit  from 
adoption,  particularly  children  with  special  needs. 

There  are  approximately  100,000  children  in  the  public  foster 
care  system  who  cannot  return  safely  to  their  own  homes  and 
parents.     About  27,000  of  these  children  are  legally  free  and 
immediately  available  for  adoption.     Such  children  are  typically 
school-aged,  in  sibling  groups,  have  experienced  neglect  or 
abuse,  or  have  a  physical,  mental,  or  emotional  disability. 
While  the  children  are  of  all  ages  and  races,  children  of  color 
and  older  children  (over  the  age  of  10)  are  over  represented. 

Major  activities,  as  mandated  by  the  authorizing  legislation, 
are:     (1)  the  development  and  implementation  of  a  national 
adoption  and  foster  care  data  gathering  and  analysis  system;  (2) 
the  development  and  implementation  of  a  national  adoption 
information  exchange  system;   (3)  the  development  and 
implementation  of  an  adoption  training  and  technical  assistance 
program;   (4)  increasing  the  placements  in  adoptive  families  of 
minority  children  who  are  in  foster  care  and  have  the  goal  of 
adoption  with  a  special  emphasis  on  recruitment  of  minority 
families;   (5)  increasing  post-legal  adoption  services  for 
families  who  have  adopted  children  with  special  needs;  (6) 
studying  the  nature,  scope,  and  effects  of  placement  of  children 
in  kinship  care  arrangements,  pre-adoptive,  or  adoptive  homes; 
and  (7)  studying  the  efficacy  of  States  contracting  with  public 
or  private  non-profit  agencies  (including  community-based  and 
other  organizations) .     In  these  areas,  research  and  demonstration 
grants  are  awarded  through  a  competitive  process  to  public  and 
private  non-profit  agencies  including  State  and  local 
governments,  universities  and  voluntary  agencies. 
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On  December  14,  1996,  the  President  issued  an  Executive 
Memorandum  to  promote  efforts  to  increase  the  number  of  children 
who  are  adopted  or  permanently  placed  each  year,  to  move  children 
more  rapidly  from  foster  care  to  permanent  homes,  to  increase 
awareness  about  the  tens  of  thousands  of  children  waiting  for 
families,  and  to  encourage  all  Americans  to  consider  the  rewards 
and  responsibilities  of  adoption.    The  Executive  Memorandum 
focuses  most  specifically  on  children  in  foster  care  who,  often 
because  of  abuse  or  neglect,  cannot  return  home  safely.  The 
President's  attention  to  this  issue  reflects  the  urgent  need  to 
find  safe,  permanent,  loving  homes  for  our  Nation's  most 
vulnerable  children. 

The  President  directed  the  Secretary  of  the  Department  of  Health 
and  Human  Services  to  develop  strategies  that  will  move  children 
more  quickly  from  foster  care  to  permanent  homes  and  to  at  least 
double,  by  the  year  2002,  the  number  of  children  who  are  adopted 
or  permanently  placed  each  year.  This  goal  translates  into  an 
increase  in  adoptions  and  permanent  placements  from  27,000  in 
1996  to  54,000  in  2002. 

The  President  identified  key  issues  to  be  examined  in  meeting  the 
goal,  including  working  with  States  to  eliminate  barriers  to 
finding  children  permanent  placements;  setting  annual  numerical 
targets;  rewarding  successful  performance;  and  raising  public 
awareness . 

The  Secretary  responded  to  this  directive  issuing  a  report, 
Adoption  2002.  that  developed  strategies  to  move  children  more 
quickly  from  foster  care  to  permanent  homes  and  to  at  least 
double,  by  the  year  2002,  the  number  of  children  who  are  adopted 
or  permanently  placed  each  year.     This  goal  translates  into  an 
increase  in  adoptions  and  permanent  placements  from  27,000  in 
1996  to  54,000  in  2002. 

On  November  19,  1997,  President  Clinton  signed  the  Adoption  and 
Safe  Families  Act  of  1997   (P.L.   105-89).     Included  in  this  new 
statute  is  the  authority  to  provide  incentives  to  States  to  help 
achieve  this  goal . 

Key  issues  to  be  examined  in  meeting  this  goal  include  working 
with  States  to  eliminate  barriers  to  finding  children  permanent 
placements;  setting  annual  numerical  targets;  rewarding 
successful  performance;  and  raising  public  awareness. 

Funding  for  the  Adoption  Opportunities  program  during  the  last 
five  years  has  been  as  follows: 


1994  $12,163,000 

1995  $13,000,000 

1996  $11,000,000 

1997  $13,000,000 

1998  $23,000,000 
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Rationale  for  the  Budget  Request 

In  order  to  provide  loving  parents  and  safe  and  stable  homes  for 
the  maximum  number  of  children  available  for  adoption, 
$27,363,000  is  requested  for  FY  1999,  an  increase  of  $4,363,000 
over  the  FY  1998  level.     The  increase  requested,  together  with 
some  redirection  of  funds  available  for  new  starts,  will  support 
barrier  reduction  grants  to  facilitate  the  adoption  process  and 
increased  technical  assistance  to  enable  States  to  increase  the 
numbers  of  children  adopted,  especially  children  with  special 
needs . 

The  funds  requested  for  Adoption  Opportunities  will  be  used  to 
study  the  nature,  scope,  and  effects  of  the  placement  of  children 
in  kinship  care  arrangements,  pre-adoptive  or  adoptive  homes; 
study  the  efficacy  of  States  contracting  with  public  and  private 
non-profit  organizations;  help  remove  the  barriers  to  adoption, 
especially  for  special  needs  children;  train  adoption  workers; 
develop  and  support  adoptive  parent  groups;  provide  post-legal 
adoption  and  respite  care  service  models  to  assist  families  and 
children  once  the  adoption  is  finalized;  and  provide  training  and 
technical  assistance  to  States  to  assist  them  in  increasing 
adoptions  of  children  in  foster  care,  including  assistance  to 
State  courts  in  their  initiatives  to  streamline  the  judicial 
adoption  process.     Preferences  will  be  given  to  kinship 
placements,  provided  that  the  relative  meets  State  standards  for 
child  protection. 

The  funds  will  support  activities  designed  to: 

o    Increase  the  percentage  of  children  who  exit  the  foster 
care  system  through  reunification  within  one  year  of 
placement  from  69  percent  in  FY  1995  to  73  percent  in  FY 
1999.     Increase  the  percentage  of  children  who  exit  through 
adoption  or  guardianship  within  two  years  of  placement  from 
2.7  percent  in  FY  1995  to  10  percent  in  FY  1999  for  adoption 
and  from  2.1  percent  in  FY  1995  to  5  percent  in  FY  1999  for 
guardianship.     These  are  very  ambitious  goals  established  to 
address  the  urgency  of  this  situation. 

o    Make  progress  towards  doubling  the  number  of  adoptions 
and  guardianships  for  children  in  the  public  foster  care 
system  between  FY  1997  and  FY  2002  by  increasing  adoptions 
from  20,000  in  FY  1997  to  24,000  in  FY  1999  and 
guardianships  from  7,000  in  FY  1997  to  8,500  in  FY  1999. 

o    Increase  the  number  of  minority  children  adopted  from  the 
public  child  welfare  system  from  8,400  in  FY  1995  to  12,000 
in  FY  1999. 
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o    Increase  the  number  of  children  with  disabilities  who  are 
adopted  from  the  public  child  welfare  system  from  4,600  in 
FY  1995  to  7,100  in  FY  1999. 

o    Reduce  the  median  length  of  time  between  placement  and 
adoption  for  all  children  from  42  months  in  FY  1995  to  38 
months  in  FY  1999  while  simultaneously  decreasing  the 
difference  in  the  median  length  of  time  between  placement 
and  adoption  between: 

-  white  children  and  African-American  children 
from  11  months  in  FY  1995  to  9  months  in  FY  1999; 
and 

-  white  children  and  Hispanic  children  from  5 
months  in  FY  1995  to  4  months  in  FY  1999. 

o    Increase  the  percentage  of  adoptions  and  guardianships  by 
relatives  of  children  in  the  child  welfare  system  from  11 
percent  in  FY  1995  to  15  percent  in  FY  1999  for  adoptions, 
and  from  64  percent  in  FY  1995  to  70  percent  in  FY  1999  for 
guardianships . 
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Name  of  Program:     Adoption  Opportunities 

Program  Pat?: 


Service  Grants: 
Formula 
Discretionary 

Research 

Demonstration 

Development 

Training/Technical 
Assistance 

Evaluation 

Program  Support  1/ 

Other 


FY  1997 
Actual 


$10,778,632 
107,000 


1,474,513 

608,110 
30,000 


TOTAL  PROGRAM  $12,998,255  2/ 
Number  of  Applicants  182 


Number  of  Grants  3/ 

New  Starts:  3/ 
# 
$ 

Continuations : 
# 
$ 

Contracts: 
# 
$ 


77 


33 

$6,593,368 


44 

$5,244,827 


$1,160,060 


FY  1998 
Appropriation 


$5,850,000 
150,000 
9,500,000 

6,500,000 
1,000,000 


$23,000,000 
200 
100 


60 

$12,000,000 


40 

$5,000,000 


$6,000,000 


FY  1999 
Estimate 


$6,850,000 
150,000 
9,300,000 

10,000,000 

1,000,000 
63,000 


$27,363,000 
160 
115 


50 

$10,000,000 


65 

$10,000,000 


10 

$7,363,000 


1/    Printing  and  other  administrative  expenses  including: 

subscription,  program  support-logistics  contract  and  meeting 
support . 

2/    Of  the  $13  million  appropriated,  $1,745  lapsed. 
3/    An  additional  seven  new  starts  were  funded  using -$1, 308, 369 
of  NCCAN  funds. 


H-69 


1104 


adoption  incentives 

Authorizing  Legislation  -  Section  473  A  of  the  Social  Security 
Act,  as  amended  by  section  201  of  the  Adoption  and  Safe  Families 
Act  of  1997. 

Increase 

FY  1997  FY  1998  FY  1999  or 

Actual  Appropriation  Estimate  Decrease 

    $20,000,000  +$20,000,000 

FY  1999  Authorization  $20,000,000 

Purpose  and  Method  of  Operations 

On  November  19,   1997  President  Clinton  signed  the  Adoption  and 
Safe  Families  Act  of  1997  (P.L.  105-89).     Included  in  this  bill 
is  a  $20  million  authorization  to  be  used  to  pay  States  bonuses 
for  increasing  their  number  of  adoptions.     The  purpose  of  this 
program  is  to  double  the  number  of  children  adopted  or 
permanently  placed  out  of  public  child  welfare  systems  by  the 
year  2002,  providing  permanent  homes  to  at  least  54,000  children. 

The  bonuses  would  be  paid  beginning  in  1999,  and  in  the  four 
years  thereafter,  to  the  States  in  the  year  following  the  year  in 
which  they  were  earned.     The  bonus  money  would  be  available  for 
use  by  the  State  for  any  activity  or  service  which  is  allowable 
under  title  IV-B  or  IV-E  of  the  Social  Security  Act.  These 
include  a  wide  range  of  services  to  children  and  families, 
including  post-legal  adoption  services.     To  qualify  for  incentive 
payments,  a  State  would  have  to  provide  adoption  data  in 
accordance  with  the  adoption  and  foster  care  analysis  and 
reporting  system  (AFCARS)  legislative  and  regulatory 
requirements.     If  a  State  is  unable  to  provide  AFCARS  data  on  the 
number  of  adoptions  and  special  needs  adoptions  for  fiscal  years 
1998  through  2002,   it  would  not  receive  incentive  payments  for 
those  years.      Appropriated  funds  which  are  not  awarded  during 
the  year  of  appropriation  remain  available  until  expended,  but 
not  beyond  FY  2003.     Funds  awarded  to  States  remain  available  for 
the  State's  use  through  the  end  of  the  succeeding  fiscal  year. 


Rationale  for  the  Budget  Request 

For  FY  1999,  $20,000,000,  the  full  authorization  for  this 
program,  is  requested.     No  funds  were  previously  requested  as  the 
program  was  not  authorized. 

Currently  there  are  about  20,000  children  adopted  each  year  and 
7,000  permanently  placed  in  legal  guardianships.     Under  this 
initiative,  states  will  work  to  increase  the  number  of  finalized 
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adoptions  so  that  in  the  year  2002  at  least  54,000  children  will 
have  permanent  homes.    Yearly  goals,  designed  to  bring  each  state 
to  the  final  goal  at  the  end  of  the  five  year  period,  are  being 
negotiated  with  each  state. 

These  funds  will  be  used  to  encourage  States  to  meet  their 
adoption  goals  and  to  reward  them  when  they  do.     It  will  enable 
States  to  make  adoption  a  higher  priority.     For  each  child 
adopted  over  a  State's  base  adoption  number,  a  per  child  bonus  of 
$4,000  would  be  awarded  to  that  State.     An  additional  $2,000 
would  be  paid  to  the  extent  there  are  increases  among  children 
receiving  title  IV-E  adoption  assistance,  children  who  are  harder 
to  place. 

The  Department  will  work  with  states  to  develop  state-specific 
numerical  targets  to  reach  the  national  goal  of  54,000  children 
adopted  or  permanently  placed  by  2002.     Data  from  AFCARS  on  the 
number  of  waiting  children  and  current  state  program  performance 
will  be  the  basis  of  these  targets. 

The  Department  also  will  work  with  state  and  local  governments  to 
involve  community  leaders,  parents,  the  business  and  religious 
communities  and  others  to  develop  a  strategy  for  achieving  the 
targets . 

The  costs  of  this  program  are  expected  to  be  offset  by  reductions 
in  the  costs  of  Title  IV-E  Foster  Care  for  children  who  would 
otherwise  remain  in  foster  care. 
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Adoption  Incentives 
pyograp  Data: 


FY  1997  FY  1998  FY  1999 

Actual       Appropriation  Estimate 


Service  Grants: 

Formula      $20,000,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       


Other 


TOTAL  PROGRAM      $20,000,000 

Number  of  Applicants      51 

Number  of  Grants      51 

New  Starts: 

#      51 

$      $20,000,000 

Continuations : 
Contracts : 
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Abandoned  Infants  Assistance  Program 

Authorizing  Legislation  -  Section  104(a)(1)  of  the  Abandoned 
Infants  Assistance  Act  of  1988,  as  amended. 

Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 

$12,251,000  $12,251,000  $12,251,000   

1999  Authorization  such  sums. 

Purpose  and  Method  of  Operations 

Consistent  with  ACF's  goal  of  improving  the  healthy  development, 
safety  and  well-being  of  children  and  youth  and  of  providing 
children  with  permanency  and  stability  in  their  living 
situations,  the  Abandoned  Infants  Assistance  program  provides 
grants  to  public  and  nonprofit  private  entities  for  development, 
implementation  and  operation  of  projects  to  demonstrate  how  to: 
(1)  prevent  abandonment;   (2)  identify  and  address  the  needs  of 
abandoned  infants,  especially  those  born  with  AIDS  and  those  born 
with  drug  dependence;   (3)  assist  these  children  to  reside  with 
their  natural  families,  if  possible,  or  in  foster  care;  (4) 
recruit,  train  and  retain  foster  parents;   (5)  carry  out 
residential  care  programs  for  abandoned  children  and  children 
with  AIDS;   (6)  establish  programs  of  respite  care  for  families 
and  foster  families;   (7)  recruit  and  train  health  and  social 
services  personnel  to  work  with  families,  foster  families  and 
residential  care  staff;  and  (8)  prevent  the  abandonment  of 
infants  and  young  children.    This  program  also  funds  technical 
assistance,  including  training,  with  respect  to  the  planning, 
development  and  operation  of  the  projects. 

Funding  for  the  Abandoned  Infants  Assistance  program  during  the 
last  five  years  has  been  as  follows: 


1994  $14,563,000 

1995  $14,406,000 

1996  $12,251,000 

1997  $12,251,000 

1998  $12,251,000 
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Rationale  for  the  Budget  Request 

With  the  increase  of  AIDS  among  women,  and  the  continued  high 
incidence  of  the  use  of  alcohol  and  drugs  among  pregnant  women, 
the  need  for  both  temporary  and  permanent  loving  homes  for 
abandoned  infants  continues.    The  FY  1999  request  for  Abandoned 
Infants  of  $12,251,000,  the  same  as  the  FY  1998  appropriation, 
will  support  service  demonstration  grants  to  prevent  the 
abandonment  of  infants  and  young  children  with  AIDS  and  drug- 
exposed  infants  and  young  children  and  to  reunify  and  strengthen 
families  impacted  by  substance  abuse. 
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Name  of  Program:     Abandoned  Infants  Assistance 
Program  Data; 

FY  1997  FY  1998                     FY  1999 

Actual  Appropriation  Estimate 

Service  Grants: 

Formula       

Discretionary       

Research       

Demonstration                $11,081,419  $11,282,500  $11,326,000 

Development     

Training/Technical 

Assistance                         600,000  675,000  675,000 

Evaluation  175,290     

Program  Support  1/              394,291  293,500  250,000 

Other       

TOTAL  PROGRAM         $12,251,000  $12,251,000  $12,251,000 

Number  of  Applicants  38  5   

Number  of  Grants                        31  31  31 

New  Starts: 

#  14  1 

$  $4,586,820  $675,000   

Continuations : 

#  17  30  31 
$                            6,494,599  $11,282,500  $12,001,000 

Contracts : 

#  3  3  1 
$                         $1,169,581  $293,500  $250,000 

1Z    Printing  and  other  administrative  expenses  including: 
subscription,  program  support-logistics  contract  and  meeting 
support. 
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Developmental  Disabilities  Basic  State  Grants 

Authorizing  Legislation  -  Section  130  of  the  Developmental 
Disabilities  Assistance  and  Bill  of  Rights  Act  of  1990,  as 
amended . 

Increase 

1997  1998  1999  or 

Actual      Appropriation  Request  Decrease 

$64,803,000  $64,803,000  $64,803,000   

1999  Authorization  such  sums. 

Purpose  and  Method  of  Operation: 

The  State  Developmental  Disabilities  Councils  Program  assists 
each  State  to  promote  the  development  of  a  comprehensive, 
statewide,  consumer  and  family-centered  system  which  provides  a 
coordinated  array  of  culturally-competent  services,  and  other 
assistance  for  individuals  with  developmental  disabilities.  The 
goal  of  the  Council  is  to  enhance  the  ability  of  persons  with 
developmental  disabilities  to  live,  work,  and  play  in  their 
communities  through  state  support  and  other  programs  that 
develop,  coordinate  and/or  stimulate  permanent  improvement  in 
service  systems,  with  priority  to  people  whose  needs  are  not 
otherwise  met  under  other  health,  education  and  human  services 
programs.     In  order  to  qualify  for  funds,  States  must  submit  a 
plan  and  establish  a  State  Developmental  Disabilities  Council  to 
plan  and  advocate  for  the  broad  spectrum  of  developmental 
disabilities.     Up  to  fifty  percent  of  the  Council's  membership 
includes  representatives  of  major  State  agencies,  nongovernmental 
agencies  and  other  concerned  groups.     At  least  fifty  percent  of 
the  membership  must  include  persons  with  developmental 
disabilities,  their  parents  or  guardians.     Councils  engage  in  a 
range  of  activities  including,  but  not  limited  to,  program  and 
policy  analysis,  demonstration  of  new  approaches,  training, 
outreach,  community  support,   interagency  collaboration  and 
coordination,  public  education,  and  prevention. 

The  Administration  on  Developmental  Disabilities  has  been  working 
closely  with  the  developmental  disabilities  program  network  to 
identify  program  measures  which  will  help  determine  the 
difference  our  programs  are  making  in  the  lives  of  individuals 
with  developmental  disabilities.     The  State  Developmental 
Disabilities  Councils  have  been  working  along  with  the  Protection 
and  Advocacy  Systems  and  the  University  Affiliated  Programs  in 
the  development  of  outcome  and  impact-based  indicators.  The 
consensus  model  we  used  to  develop  performance  measures  is 
ongoing  and  will  result  in  the  establishment  of  benchmarks  and 
targets  following  an  analysis  of  our  baseline  year  of-  data 
collection  and  consultation  with  the  developmental  disabilities 
program  network.     Data  systems  for  automated  submission  and 
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analysis  of  the  measures  are  currently  refined.  Performance 
measures  for  the  State  Developmental  Disabilities  Councils 
include  the  following: 

#  of  adults  with  disabilities  who  obtain  career  opportunities 
that  are  integrated,  accessible,  equitable,  and  supported; 

#  of  businesses/ employers  that  employ  and  support  people  with 
disabilities; 

#  of  people  owning/renting  their  own  homes;  and 

#  of  families  benefiting  from  family  support 

State  funding  for  Developmental  Disabilities  Councils  is  allotted 
among  the  States  on  the  basis  of  population,  the  extent  of  need 
for  services  for  persons  with  developmental  disabilities,  and 
weighted  by  the  relative  per  capita  income  for  each  State.  The 
grants  are  made  to  designated  state  agencies  to  support  the 
Councils  in  implementing  the  approved  State  plan.     The  aggregate 
Federal  share  of  projects  under  such  grants  may  not  exceed 
seventy-five  percent  except  in  the  case  of  projects  in  poverty 
areas,  where  the  Federal  share  may  not  exceed  ninety  percent.  In 
the  case  of  projects  conducted  by  Council  members  or  staff  to 
implement  State  plan  priority  activities  the  Federal  share  may  be 
up  to  one  hundred  percent  of  the  aggregate  necessary  cost  of  such 
activities. 

Funding  for  the  State  Developmental  Disabilities  Councils  program 
during  the  last  five  years  has  been  as  follows: 


1994  $69,343,000 

1995  $70,438,000 

1996  $64,803,000 

1997  $64,803,000 

1998  $64,803,000 
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Rationale  for  the  Budget  Request; 

The  FY  1999  budget  request  is  $64,803,000,  the  same  as  the  FY 
1998  appropriation. 

These  funds  will  provide  payments  to  States  to  support  the 
Developmental  Disabilities  Councils.    These  Councils  will  then 
conduct  activities  that  increase  the  capacities  and  resources  of 
agencies  to  develop,  coordinate,  and  stimulate  permanent 
improvement  in  the  systems  of  services  for  persons  with 
developmental  disabilities.     Of  priority  are  those  services  to 
persons  whose  needs  are  not  otherwise  met  under  other  health, 
education  and  human  services  programs. 

The  FY  1999  funds  will  continue  to  support  policy  analyses, 
systemic  change,  and  capacity  building  activities  that  improve 
State  services  and  supports  for  people  with  developmental 
disabilities  and  their  families.     Council  funds  will  be  used  to: 

o    preserve  families  of  children  with  developmental 
disabilities; 

o    insure  that  children  with  severe  disabilities  have  the 
supports  they  need  to  attend  public  schools  and  that 
school  systems  are  prepared  to  educate  them; 

o    provide  community  living  and  employment  opportunities  to 
adults  with  developmental  disabilities  that  are  consistent 
with  their  interests,  abilities,  and  needs; 

o    involve  people  with  developmental  disabilities  in 
community  recreation  programs,  scouting,  child  care,  senior 
activities,  and  other  community  service  organizations  as 
every  individual  is  a  valued,  participating  member  of  their 
community; 

o    leverage  funds  for  early  intervention,  education, 
community  supports,  employment,  health-care,  housing  and 
home-mortgages,  and  transportation  services;  and 

o    provide  people  with  developmental  disabilities  and  their 
families  the  tools  they  need  to  have  control,  choice  and 
flexibility  in  the  services  and  support  they  receive  so  that 
they  have  the  skills  they  need  to  make  choices  and  take 
control  of  their  lives. 
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Name  of  Program:  Developmental  Disabilities  Basic  State  Grants 
Program  Data: 

FY  1997  FY  1998  FY  1999 
 Actual   Appropriation   Estimate 

Service  Grants: 

Formula  $64,803,000  $64,803,000  $64,803,000 
Discretionary 

Research       

Demonstration       

Development       

Training/Technical       

Assistance 

Evaluation       

Program  Support       

Other       


TOTAL  PROGRAM  64,803,000  64,803,000  64,803,000 

Number  of  Applicants  55  55  55 

Number  of  Grants  55  55  55 

New  Starts: 

Continuations: 

#  55  55  55 

$  64,803,000  64,803,000  64,803,000 

Contracts : 
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Developmental  Disabilities  Protection  and  Advocacy 

Authorizing  Legislation  -  Section  143  of  the  Developmental 
Disabilities  Assistance  and  Bill  of  Rights  of  1990,  as  amended. 

Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 

$26,718,000  $26,718,000  $26,718,000   


1999  Authorization  such  sums. 

Purpose  and  Method  of  Operation: 

The  Developmental  Disabilities  Protection  and  Advocacy  program 
provides  grants  to  establish  and  maintain  a  protection  and 
advocacy  system  in  each  State  to  protect  the  legal  and  human 
rights  of  all  persons  with  developmental  disabilities. 
Protection  and  Advocacy  funding  is  allotted  among  the  States 
based  on  a  formula  that  takes  into  account  the  population,  the 
extent  of  need  for  services  for  persons  with  developmental 
disabilities,  and  the  financial  need  of  each  State.  The 
protection  and  advocacy  system  must  have  the  authority  under  this 
program  to  pursue  legal,  administrative,  and  other  appropriate 
remedies  or  approaches,  including  the  authority  to  investigate 
incidents  of  abuse  and  neglect  and  to  access  client  records.  The 
Protection  and  Advocacy  system  must  be  independent  of  any  agency 
which  provides  such  services. 

The  Administration  on  Developmental  Disabilities  has  been  working 
closely  with  the  developmental  disabilities  program  network  to 
identify  program  measures  which  will  help  determine  the 
difference  our  programs  are  making  in  the  lives  of  individuals 
with  developmental  disabilities.     The  Protection  and  Advocacy 
Systems  have  been  working  along  with  the  State  Developmental 
Disabilities  Councils  and  the  University  Affiliated  Programs  in 
the  development  of  outcome  and  impact-based  indicators.  The 
consensus  model  we  used  to  develop  performance  measures  is 
ongoing  and  will  result  in  the  establishment  of  benchmarks  and 
targets  following  an  analysis  of  our  baseline  year  of  data 
collection  and  consultation  with  the  developmental  disabilities 
network.     Data  systems  for  automated  submission  and  analysis  of 
the  measures  are  currently  being  refined.     Performance  measures 
for  the  Protection  and  Advocacy  Systems  include  the  following: 

#  of  persons  having  reasonable  accommodation  on  the  job; 
fi  of  people  in  more  integrated/inclusive  settings;  and 

#  of  barriers  removed  as  a  result  of  P&A  intervention 
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Funding  for  the  Developmental  Disabilities  Protection  and 
Advocacy  program  during  the  last  five  years  has  been  as  follows: 


1994  $23,753,000 

1995  $26,718,000 

1996  $26,718,000 

1997  $26,718,000 

1998  $26,718,000 


Rationale  for  the  Budget  Request; 

The  FY  1999  request  is  $26,718,000,  the  same  as  the  FY  1998 
appropriation . 

The  activities  of  the  Protection  and  Advocacy  Systems  have  been 
increasing  as  more  and  more  individuals  realize  the  significance 
of  the  Americans  with  Disabilities  Act  and  the  role  that  the 
Protection  and  Advocacy  System  can  play  on  behalf  of  people  with 
developmental  disabilities. 

The  FY  1999  funds  will  be  used  to  help  States  ensure:  protection 
and  advocacy  for  the  legal  and  human  rights  of  persons  with 
developmental  disabilities  through  outreach  programs  to  unserved 
and  underserved  individuals,  including  persons  facing 
communications  barriers  and  those  who  are  culturally  or 
geographically  isolated;  services  to  institutionalized  persons, 
especially  in  the  area  of  abuse  and  neglect;  training  of 
concerned  citizens  and  persons  with  developmental  disabilities; 
and  other  advocacy  resources.     Funds  will  also  be  used  by 
grantees  to  provide  such  services  as  counseling  and  legal 
services,  advocacy  activities  and  training  to  service  providers 
on  the  rights  of  persons  with  developmental  disabilities. 

This  level  of  funding  is  required  to  support  the  State  Protection 
and  Advocacy  agency  to  continue  to  provide  individual  advocacy 
services  to  over  40,000  clients  during  a  fiscal  year,  pursue 
class-action  advocacy,  and  provide  information  and  referral 
services  to  additional  thousands. 
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Name  of  Program:     Developmental  Disabilities  Protection  and 
Advocacy 

Program  Data; 

FY  1997  FY  1998  FY  1999 

Actual  Appropriation  Estimate 

Service  Grants: 

Formula  $26,183,640  $26,183,640  $26,183,640 
Discretionary 

Research       

Demonstration       

Development       

Training/Technical 

Assistance                         534,360  534,360  534,360 

Evaluation       

Program  Support       

Other       


TOTAL  PROGRAM  26,718,000  27,718,000  26,718,000 

Number  of  Applicants  57  57  57 

Number  of  Grants  57  57  57 
New  Starts: 

Continuations: 

#  57  57  57 
$  26,183,640  26,183,640  26,183,640 

Contracts : 

#  ill 
$  534,360  534,360  534,360 
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Developmental  Disabilities  Projects  of  National  Significance 

Authorizing  Legislation  -  Section  163  of  the  Developmental 
Disabilities  Assistance  and  Bill  of  Rights  Act  of  1994,  as 
amended . 

Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 


$5,250,505  $5,250,000  $5,250,000 


1999  Authorization  such  sums. 

Purpose  and  Method  of  Operation; 

The  Developmental  Disabilities  Projects  of  National  Significance 
program  provides  funds  to  expand  or  otherwise  improve  the 
opportunities  for  individuals  with  developmental  disabilities  to 
achieve  full  independence,  productivity  and  inclusion  in  American 
society.     Funds  will  be  provided  to  national,  State,  and  local 
public  and  non-profit  private  organizations  for  demonstration, 
training  and  technical  assistance  projects  through  a  competitive 
grants/contracts  process.     The  Projects  of  National  Significance 
program  provides  the  Administration  on  Developmental  Disabilities 
with  the  opportunity  to  focus  funds  on  emerging  areas  of  concern 
for  individuals  with  developmental  disabilities,  their  families, 
the  ADD  program  components,  and  other  interested  public  and 
private  non-profit  entities.  These  projects  enhance  the  lives  of 
individuals  with  developmental  disabilities  through  the  promotion 
of  activities  and  models  designed  to  enhance  their  ability  to 
live,  work  and  play  in  their  communities. 

The  Administration  on  Developmental  Disabilities  has  been  working 
closely  with  the  developmental  disabilities  network  to  identify 
program  measures  which  will  help  determine  the  difference  our 
programs  are  making  in  the  lives  of  individuals  with 
developmental  disabilities.    The  consensus  model  we  used  to 
develop  performance  measures  is  ongoing  and  will  result  in  the 
establishment  of  benchmarks  and  targets  following  an  analysis  of 
our  baseline  year  of  data  collection  and  consultation  with  the 
developmental  disabilities  program  network.     Data  systems  for 
automated  submission  and  analysis  of  the  measures  are  currently 
being  refined.    A  performance  measure  for  such  grants  will 
include : 

#  of  adults  on  welfare  who  secure  competitive  employment 
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Funding  for  the  Developmental  Disabilities  Projects  of  National 
Significance  program  during  the  last  five  years  has  been  as 
follows: 


1994  $3,784,000 

1995  $5,715,000 

1996  $5,250,505 

1997  $5,250,000 

1998  $5,250,000 


Rationale  for  the  Budget  Request: 

The  FY  1999  budget  request  is  $5,250,000,  the  same  as  the  FY  1998 
appropriation. 

This  level  of  funding  will  provide  the  means  to  encourage  and 
promote  new  strategies,  methodologies,  and  learning  through 
projects  that  will  increase  and  support  the  independence, 
productivity,  and  integration  and  inclusion  into  the  community  of 
individuals  with  developmental  disabilities  and  their  families. 

In  FY  1999  funds  will  continue  to  support  such  project  areas  as: 
managed  care  and  long-term  supports;  quality  community  services; 
on-going  data  collection  and  analysis  of  public  expenditures, 
employment  and  residential  placement  trends;  and  welfare  reform 
issues.     This  program  also  provides  technical  assistance  to 
improve  the  functions  of  the  Developmental  Disabilities  Councils, 
Protection  and  Advocacy  Systems,  and  the  University  Affiliated 
Programs . 
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Name  of  Program:  Developmental  Disabilities  Projects  of  National 
Significance 


Program  Data: 


FY  1997                 FY  1998  FY  1999 

Actual          Appropriation   Estimate 


Service  Grants: 

Formula       

Discretionary 

Research       

Demonstration  $4,261,785  $4,150,500  $4,150,000 

Development       

Training/Technical 

Assistance  843,715  955,000  955,000 

Evaluation       

Program  Support  1/  54,500  54,500  54,500 

Other  1/  90,000  90,000  90,000 


TOTAL  PROGRAM  5,250,000  5,250,000  5,250,000 


Number  of  Applicants       

Number  of  Grants       

New  Starts: 

#  7  7  7 
$  1,961,074  849,789  849,789 

Continuations : 

#  23  24  24 
$  2,445,211  3,445,211  3,545/211 

Contracts : 

#  9  8  8 
$  843,715  955,000  955,000 


1/    Grant  Review,  other  interagency  agreement  and  $30,000  in 
contracts  in  FY  1997  for  President's  Committee  on  Mental 
Retardation. 
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Developmental  Disabilities  University  Affiliated  Program 

Authorizing  Legislation  -  Section  156  of  the  Developmental 
Disabilities  Assistance  and  Bill  of  Rights  of  1994,  as  amended. 

Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 

17,461,000  17,461,000  17,461,000   

1999  Authorization  such  sums. 

Purpose  ana  MethPd  of  Operation: 

The  Developmental  Disabilities  University  Affiliated  Program 
provides  grants  for  operational  and  administrative  support  to  a 
national  network  of  61  University  Affiliated  Programs.  Grantees 
are  public  or  private  non-profit  agencies  affiliated  with  a 
university  and  are  initially  selected  through  a  competitive 
process.    University  Affiliated  Programs  provide  community 
services  on  behalf  of  persons  with  developmental  disabilities 
through  a  variety  of  mechanisms  including  clinical  services 
programs,  community-based  services  programs,  technical  assistance 
to  community  services  personnel  and  State  agencies,  and 
dissemination  of  information. 

In  addition  to  core  support  grants,  the  program  provides  61 
training  grants  to  University  Affiliated  Programs  for 
interdisciplinary  education,  community  service  activities, 
technical  assistance  and  information  dissemination  activities. 

Grant  funds  are  distributed  in  accordance  with  the  Developmental 
Disabilities  Assistance  and  Bill  of  Rights  Act  Amendments  of  1994 
in  the  following  order  of  funding  priorities:   (1)  continuing 
existing  State  University  Affiliated  Programs,   (2)  establishing 
University  Affiliated  Programs  in  those  States  and  territories 
currently  without  a  program,  and  (3)  ensuring  that  all  eligible 
University  Affiliated  Programs  have  a  training  initiative 
project. 

The  Administration  on  Developmental  Disabilities  has  been  working 
closely  with  the  developmental  disabilities  program  network  to 
identify  program  measures  which  will  help  determine  the 
difference  our  programs  are  making  in  the  lives  of  individuals 
with  developmental  disabilities.    The  University  Affiliated 
Programs  have  been  working  along  with  the  State  Developmental 
Disabilities  Councils  and  the  Protection  and  Advocapy  Systems  in 
the  development  of  outcome  and  impact-based  indicators.  The 
consensus  model  we  used  to  develop  performance  measures  is 
ongoing  and  will  result  in  the  establishment  of  benchmarks  and 
targets  following  an  analysis  of  our  baseline  year  of  data 
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collection  and  consultation  with  the  developmental  disabilities 
program  network.    Data  systems  for  automated  submission  and 
analysis  of  the  measures  are  currently  being  refined. 
Performance  measures  for  the  University  Affiliated  Programs 
include  the  following: 

#  of  college  trainees  with  disabilities  completing  training 
and  hired;  and 

#  of  health  care  providers  trained  to  meet  disabilities 
health  needs 

Funding  for  the  Developmental  Disabilities  University  Affiliated 
Program  during  the  last  five  years  has  been  as  follows: 


1994  $18,281,000 

1995  $18,979,000 

1996  $17,461,000 

1997  $17,461,000 

1998  $17,461,000 


Rationale  for  the  Budget  Request: 

The  FY  1999  request  is  $17,461,000,  the  same  as  the  FY  1998 
appropriation . 

Programs  will  provide  operational  and  administrative  support  to 
catalyze  additional  funding  for  a  national  network  of  University 
Affiliated  Programs. 

In  FY  1999  funds  will  be  used  to  provide  interdisciplinary 
training,  community  services,  technical  assistance,  and 
information  dissemination  activities.     In  addition  to  core 
support  grants  to  the  University  Affiliated  Program,  awards  are 
made  to  support  training  projects  in  the  areas  of  emerging 
national  significance,  including  assistive  technology  services, 
positive  behavioral  supports,  transition  from  school -to-work 
community  services,  aging,  early  intervention,  the  Americans  with 
Disabilities  Act,  and  projects  of  special  concern  to  the 
University  Affiliated  Programs  which  shall  be  developed  in 
consultation  with  the  State  Developmental  Disabilities  Council. 
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Name  of  Program:  Developmental  Disabilities  University  Affiliated 
Program 


Program  Data; 


FY  1997  FY  1998  FY  1999 

Actual        Appropriation   Estimate 


Service  Grants: 

Formula       

Discretionary 

Research       

Demonstration       

Development       

Training/Technical 
Assistance  $17,161,000        $17,161,000  $17,161,000 

Evaluation       

Program  Support  1/  300,000  300,000  300,000 

Other 


TOTAL  PROGRAM  17,461,000  17,461,000  17,461,000 

Number  of  Applicants  121  121  121 

Number  of  Grants  121  121  121 
New  Starts: 

#  61  61  61 
$  6,541,000  6,541,000  6,541,000 

Continuations: 

#  60  60  60 
$  10,620,000  10,620,000  10,620,000 

Contracts: 

#  2  2  2 
$  300,000  300,000  300,000 

1/    Peer  reviews  grants. 
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Supporting  Families  of  Children  with  Disabilities 

Legislative  Authority  -  The  Developmental  Disabilities  Assistance 
and  Bill  of  Rights  Act,  the  Families  of  Children  With 
Disabilities  Support  Act. 

Increase 

1997  1998  1999  or 

Actual      Appropriation  Efifcinafcg  Decrease 

-0-  -0-  $5,000,000  +$5,000,000 

Purpose  and  Method  of  Operation 

The  Individuals  with  Disabilities  Education  Act  (20  U.S.C.  1400), 
et  seg.)  was  amended  in  1994  by  adding  at  the  end  the  "Families 
of  Children  With  Disabilities  Support  Act  of  1994".     It  was 
authorized  to  be  appropriated  at  $10,000,000  for  fiscal  year 
1995,  and  such  sums  as  may  be  necessary  for  each  of  the  fiscal 
years  1996  and  1997. 

While  it  was  never  funded,  in  their  recent  reauthorization  of 
IDEA,  Congress  extended  the  "Families  of  Children  with 
Disabilities  Support  Act"  for  one  more  year.    Even  though  this 
legislation  has  been  incorporated  into  IDEA  since  its  original 
enactment,  its  language  makes  clear  that  the  Secretary  of  HHS  is 
responsible  for  carrying  out  its  implementation.     By  implementing 
this  Act,  HHS  would  learn  powerful  lessons  which  have  direct 
application  for  not  only  children  with  disabilities  and  their 
families  but  for  all  families  in  need  of  support  (particularly 
those  on  TANF  and  the  working  poor) .    This  is  a  crucial  time  for 
States  and  families  of  children  with  disabilities,  because  both 
are  faced  with  the  increasing  realities  of  having  to  do  more  with 
less.    The  system  change  grant  program  and  discretionary 
activities  authorized  under  the  Families  of  Children  with 
Disabilities  Support  Act  offer  States  and  these  families  a  small 
but  crucial  set  of  resources  to  work  together  to  mitigate  the 
most  harmful  effects  that  Welfare  Reform,  SSI  changes,  managed 
care,  State/Federal  attempts  at  Medicaid  restructuring  may  have 
on  children  with  disabilities  and  their  families. 

Rationale  for  the  Budget  Request: 

These  monies  would  allow  the  Secretary  to  carry  out  the  following 
activities: 

o  Competitive  grants  to  States  to  support  system  change 

activities  designed  to  assist  States  to  develop,  implement, 
expand  and  enhance  a  Statewide  system  of  family  support  for 
families  of  children  with  disabilities.    Grants  would  be 
given  for  three  years  only  and  range  from  $200,000  - 
$500,000  based  on  a  formula. 
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o  Make  grants  or  enter  into  cooperative  agreements  for 
providing  technical  assistance  and  information  on  the 
development  and  implementation  of  expansion  and  enhancement 
of  a  Statewide  system  of  family  support  for  such  families. 

o  Make  grants  or  enter  into  cooperative  agreements  for 

conducting  a  national  evaluation  of  these  grants  to  States. 

o  Review  Federal  programs  "to  determine  the  extent  to  which 
such  programs  facilitate  or  impede  access  to  the  provisions 
of  and  funding  for  family  support  for  families  of  children 
with  disabilities." 

o  Make  grants  or  enter  into  contracts  for  Projects  of  National 
Significance  to  support  national  and  State  policies  and 
practices  related  to  the  development  and  implementation  and 
enhancement  of  family  directed  systems  of  family  support  for 
of  children  with  disabilities. 
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Name  of  Program:  Developmental  Disabilities  States  Support 
Systems 


Program  Data: 


FY  1997                FY  1998  FY  1999 

Actual          Appropriation   Estimate 


Service  Grants: 

Formula       

Discretionary 

Research     

Demonstration  $3,800,000 

Development       

Training/Technical 
Assistance      1,000,000 

Evaluation      200 

Program  Support       

Other       


TOTAL  PROGRAM      5,000,000 

Number  of  Applicants       

Number  of  Grants      17 

New  Starts: 

#      17 

$      5,000,000 

Continuations : 
Contracts : 
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Native  American  Program 

Authorizing  Legislation  -  Sections  816(a)  and  803A  (f)(1)  of  the 
Native  American  Programs  Act  of  1974,  as  amended. 


Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 

$34,933,230  $34,933,000  $34,933,000   

1999  Authorization  such  sums. 

Purpose  and  Method  of  Operation; 

The  Native  American  Programs  Act  is  the  only  Federal  program 
serving  all  Native  Americans  regardless  of  where  they  live  or 
their  tribal  or  group  affiliation.     The  Native  American  Programs 
Act  promotes  self-sufficiency  of  American  Indians,  Alaska 
Natives,  Native  Hawaiians,  and  Native  American  Pacific  Islanders 
by  encouraging  local  strategies  in  economic  and  social 
development.     The  Administration  for  Native  Americans  (ANA) 
defines  self-sufficiency  as  the  level  of  development  at  which  a 
Native  American  community  can  control  and  internally  generate 
resources  to  provide  for  the  needs  of  its  members  and  meet  its 
own  short  and  long  range  social  and  economic  goals.     Social  and 
economic  underdevelopment  are  the  paramount  obstacles  to  the 
self-sufficiency  of  Native  American  communities  and  families. 

Native  American  Programs  include  financial  assistance  for  social 
and  economic  development  and  governance,  training  and  technical 
assistance,  research,  demonstration  and  evaluation  projects. 
Assistance  is  provided  through  direct  grants,  contracts  and 
interagency  agreements.     These  funds  support  projects  that  are 
expected  to  result  in  sustained  improvements  in  the  social  and 
economic  conditions  of  Native  Americans  within  their  communities, 
and  at  the  same  time,  to  increase  the  effectiveness  of  Indian 
tribes  and  Native  American  organizations  to  achieve  their  own 
economic  and  social  goals. 

Native  American  Programs  and  their  policies  foster  a  balanced 
developmental  approach  at  the  community  level  through  three  major 
goals:    (1)  Governance:  To  strengthen  Tribal  governments,  Native 
American  institutions  and  local  leadership  to  assure  local 
control  over  all  resources;    (2)   Economic  Development:     To  foster 
the  development  of  stable,  diversified  local  economies  to  provide 
jobs  and  reduce  dependency  on  welfare  services;  and ^(3)  Social 
Development:     To  support  local  access  to,  and  coordination  of, 
services  and  programs  which  safeguard  the  health  and  -well-being 
of  Native  Americans.     These  goals  are  based  on  the  premise  that 
the  local  Native  American  community  has  the  primary 
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responsibility  for  determining  its  own  needs,  for  planning  and 
implementing  its  own  programs,  and  for  building  an  economic  base 
from  its  own  natural,  physical,  and  human  resources. 

The  Administration  for  Native  Americans'  funding  policy  is  to 
assist  Indian  Tribes  and  Native  American  organizations  to  plan 
and  implement  their  own  long-term  strategies  for  social  and 
economic  development.     This  funding  approach  moves  the  focus  from 
increasing  dependency  on  social  services  to  increasing  the 
productivity  of  both  individuals  and  communities. 

Funding  is  based  on  the  competitive  selection  of  applications 
submitted  by  Indian  tribes,  Alaska  Natives  and  Native  American 
organizations.     Panels  of  outside  individuals  review  and  rate  all 
applications  according  to  published  criteria  and  seek  to  identify 
proposals  most  likely  to  produce  permanent,  beneficial  change  for 
Native  American  communities.     Applicants  must  state  specific, 
measurable  goals  based  on  the  developmental  needs  of  the 
community.     Upon  completion  of  the  project  grantees  must  report 
their  accomplishments.     Anticipated  results  include  economic 
development  through  new  business  development  and  job  creation, 
improved  organizational  effectiveness,  new  linkages  with  the 
private  sector  economy,  remediation  of  environmental  problems 
causing  economic  harm,  and  improved  coordination  of  Federal  and 
non-Federal  resources  to  meet  human  needs  in  a  developing 
economy . 

Over  550  federally-recognized  Tribes  including  over  220  Alaska 
Native  tribal  governments,  about  60  Tribes  that  are  State- 
recognized  or  seeking  Federal  recognition,  all  Indian  and  Alaska 
Native  organizations,  Native  Hawaiian  communities,  and  Native 
populations  in  Guam,  American  Samoa,  Palau,  and  the  Commonwealth 
of  the  Northern  Mariana  Islands  are  eligible  for  ANA  programs. 
This  includes  non-f ederally  recognized  Tribes,  Urban  Indian 
Centers,  small  communities  in  rural  areas  of  Alaska  and  the 
Pacific  Basin,  along  with  many  others  such  as  Alaska  Native 
villages,  multi-purpose  community-based  Indian  organizations,  and 
consortia. 

Funding  for  the  Native  Americans  Programs  during  the  last  five 
years  has  been  as  follows: 


1994  $38,627,000 

1995   $38,382,000 

1996  $34,933,230 

1997  $34,933,000 

1998  $34,933,000 
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Rationale  for  the  Budget  Request: 

The  fiscal  year  1999  request  for  Native  American  Programs  is 
$34,933,000,  the  same  as  the  FY  1998  appropriation. 

The  Administration  for  Native  Americans  serves  a  large  and 
diverse  base  of  Native  American  communities  and  organizations 
including  generally  smaller  groups,  with  little  resources, 
suffering  from  severe  economic  under-development.     They  have  no 
appreciable  sources  of  income  and  are  generally  without  an 
ability  to  generate  funds  from  within,  and  therefore  are  in  great 
need  of  assistance  to  become  self-sufficient. 

To  help  these  tribes  and  organizations  move  toward  self- 
sufficiency,  FY  1999  funds  will  increase  the  capacity-building 
and  infrastructure  development  for  tribes  and  organizations, 
particularly  through  the  development  of  codes,  courts  systems, 
and  the  revision  of  existing  Tribal  constitutions. 

Native  American  Program  assistance  has  moved  many  Tribal  and 
Native  programs  from  dependency  on  Federal  services,  or  operating 
federally-mandated  programs,  to  developing  and  implementing  their 
own  discrete  projects.     Programs  recognize  the  right  of  each 
Tribe  and  Native  American  group  to  move  forward  on  its  own  terms, 
and  to  develop  and  achieve  its  own  community  infrastructure 
goals. 

The  government-to-government  relationship  is  carried  out  through 
Tribal  and  Native  American  leadership  consultation.    When  local 
community  organizations  and  their  leadership  are  responsible  for 
determining  goals,  setting  priorities,  and  planning  and 
implementing  programs  aimed  at  achieving  those  goals,  the  Federal 
assistance  is  maximized  and  bureaucratic  overhead  minimized. 
Further,  the  local  community  is  in  the  best  position  to  apply  its 
own  cultural,  political,  and  socio-economic  values  to  its  long- 
term  strategies  and  programs. 

In  FY  1999,  funds  will  support  activities  which  cover  a  wide 
range  of  interrelated  social  and  economic  development  efforts, 
including    the  expansion  and  creation  of  businesses  and  jobs  in 
many  areas,  e.g.,  tourism,  specialty  agriculture,  arts  and 
crafts,  cultural  centers,  light  manufacturing,  health  care 
systems,  housing,  day  care,  fishing,  and  fish  resources. 

Status  clarification  is  another  important  area  within  the 
program.     These  grants  assists  Tribes,  Indian  groups  and  villages 
to  petition  for  Federal  recognition.     Federally  recognized  tribes 
and  groups  obtain  assistance  and  resources  from  the  Bureau  of 
Indian  Affairs  and  health  and  environmental  services  from  the 
Indian  Health  Service. 
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Native  languages  are  one  of  the  crucial  cultural  resources  by 
which  tribal  peoples  identify  themselves.     Preserving  language 
and  culture  reduces  alienation  often  experienced  by  youth, 
reducing  the  levels  of  substance  abuse,  violence  and  other  self- 
destructive  behavior.     It  also  is  significant  to  note  that  Tribes 
who  observe  traditional  ways  have  much  lower  rates  of  alcoholism 
and  other  forms  of  substance  abuse.     In  FY  1999,  Grants  made 
under  the  Native  American  Languages  Program  will  ensure  the 
preservation  and  enhancement  of  Native  American  language  programs 
through  community-based  programs  that  bring  older  and  younger 
Native  Americans  together  to  facilitate  and  transfer  a  Native 
American  language;  train  Native  Americans  to  teach,  interpret,  or 
translate  a  Native  American  language;  develop,  print  and 
disseminate  materials  to  be  used  for  teaching  and  enhancement 
purposes;  train  Native  Americans  to  produce  or  participate  in 
media  broadcast  in  a  Native  American  language;  and  compile, 
record  and  preserve  a  Native  American  language.     These  projects 
will  support  and  encourage  the  role  of  Tribal  elders  in  the 
community;  promote  efforts  to  involve  elders  in  work  as  mentors 
with  youth  and  children,  e.g.,  teaching  culture  and  language  in 
Head  Start  and  other  child  care  programs. 

Environmental  quality  has  a  direct  impact  on  the  ability  for  a 
Native  American  community  to  develop  economic  and  social  self- 
sufficiency.     In  FY  1999,  grants  made  under  the  Indian 
Environmental  Regulatory  Enhancement  Act  will  enable  tribes  to 
plan,  develop  and  implement  programs  designed  to  improve  their 
capacity  to  regulate  environmental  quality  on  Indian  lands,  in 
accordance  with  Federal  and  tribal  laws  and  regulations.  This 
competitive  area  provides  financial  assistance  to  Tribal  and 
Alaska  Village  Governments  to  develop  local  environmental 
programs  that  respond  to  Tribal  environmental  goals.  These 
include  training  professional  staff  to  monitor  and  enforce  tribal 
environmental  programs,  collection  of  base  line  data  so  Tribes 
can  develop  environmental  statutes;  and  the  identification  of 
pollution  in  order  to  determine  the  impacts  on  existing 
environmental  quality. 

The  Native  Hawaiian  Revolving  Loan  Fund  is  very  successful  at 
promoting  economic  development  activities  for  Native  Hawaiians. 
The  Fund  provides  loans  to  Native  Hawaiians  not  available  from 
other  sources  on  reasonable  terms  and  conditions;  there  is  no 
other  source  for  these  loans.    The  assistance  encourages  Native 
Hawaiian  business  development,  leading  to  self-sufficiency  for 
the  Native  Hawaiian  community.     This  program  also  uses  a  large 
amount  of  non-Federal  funds — the  loan  administrator  has  furnished 
over  $3.9  million  in  matching  funds,  including  all  administrative 
costs.     The  new  or  expanded  Native  Hawaiian  owned  businesses 
create  many  full-time  jobs — since  inception,  over  908  new  jobs 
have  been  created  and  13,196  loan  inquiries  handled.  - 
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Maintain  at  current  levels  (+2%  or  -2%)  the  provision  of  T/TA 
services  by  training  technical  assistance  providers  to  the 
diverse  Native  American  population,  with  particular  emphasis  on 
urban  organizations,  rural  and  non-Federally  recognized  tribes. 
The  many  requests  for  training  and  technical  assistance  along 
with  the  amount  of  competition  for  assistance  demonstrates  how 
large  the  need  is  for  ANA  programs.    Training  and  technical 
assistance  has  grown  from  providing  help  to  441  Native  American 
clients  in  1995  to  over  1,456  in  1996;  the  numbers  of  requests 
continue  to  grow  and  far  exceeded  the  7 -percent  growth  projection 
ANA  targeted  for  1996.    The  number  of  competitive  grant 
applications  has  remained  stable  with  no  sign  of  diminishing. 
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Name  of  Program;  Administration  for  Native  Americans 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual    Pudget    Request  

Service  Grants: 
Formula 

Discretionary           $30,790,212  28,383,000  $28,683,000 

Research     

Demonstration       

Development       

Training/Technical 

Assistance                       1,931,026  2,050,000  2,150,000 

Evaluation    500,000   

Program  Support  1/    1,500,000  1,600,000 

Other  2/                             2,211,762  2,500,000  2,500,000 


TOTAL  PROGRAM         34,933,000  34,933,000  34,933,000 

Number  of  Applicants              666  700  725 

Number  of  Grants                     265  225  225 
New  Starts: 

#  209  178  175 
$                      22,661,445  20,280,315  20,383,000 

Continuations : 

#  56  47  50 
$                        9,128,767             9,102,685  9,300,000 

Contracts: 

#  18  22  21 
$                       3,142,788            5,550,000  5,250,000 

1/    Preparation  and  support  for  panel  review  and  proposal 
evaluation  process. 

2/    Includes  various  Interagency  Agreements  and  a  grant  to  the 
Office  of  Hawaiian  Affairs  for  the  Native  Hawaiian  Revolving  Loan 
Fund. 
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NATIVE  AMERICAN  PROGRAMS 
(dollars  in  thousands) 


FY  1997 
Actual 

No. 


I.  Federally 

Recognised 
Native  Americans 

A.  Tribes 

B.  Alaska 

C.  Consortia 

II.     Non-Federal lv 

Recognised 
Native  Americans 

A.  Tribes 

B .  Urban 

C.  Rural 

D.  Consortia 

III.      Native  Hawaiians 

IV.      Native  American 

Pacific  Islanders 

V.  Pacific  Islander 
Organizations  on 
the  Mainland 


VI.      Special  projects 

VII.  pjscretionary 
Activities 

viii.    Native  Hawaiian 

Revolving  Loan  Fund 


43 
5 
1 
4 


22 


Amount 


135  14,999 
36  4,240 
7  1,291 


2,874 
641 
220 
616 

1,303 


3,942 


1,000 


TOTAL 


283  $34,933 


FY  1998 
Budget 

No.  Amount 


115  13,826 
30  3,909 
6  1,190 


36  2,650 

4  590 

1  203 

3  568 

6  1,201 


3  612 

1  113 

19  3,521 

22  5,550 

1  1,000 

247  $34,933 


FY  1999 
Request 


No.  Amount 


115  13,972 
30  3,950 
6  1,203 


36  2,678 

4  596 

1  205 

3  574 

6  1,214 


3  619 

1  114 

19  3,558 

21  5,250 

1  1,000 

246  $34,933 
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Social  Services  Research  and  Demonstration 

Legislative  Authority  -  Sections  1110,  413(h)  and  429A  of  the 
Social  Security  Act,  as  amended. 


Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 

$44,000,000  $26,000,000         $10,000,000  -$16,000,000 

1999  Authorization  Such  sums. 

Purpose  and  Method  of  Operation 


Social  Services  Research  and  Demonstration  funds  support  cutting- 
edge  research  and  evaluation  projects  in  areas  of  critical 
national  interest.    These  activities  address  the  concerns  of 
Congress  —  through  earmarks  and  provisions  of  law  —  as  well  as 
the  mission  and  goals  of  the  Department. 

The  mission  of  the  Department  is  to  protect  and  promote  the 
health,  social,  and  economic  well-being  of  all  Americans. 
Specifically,  Social  Services  Research  and  Demonstration  funds 
address  the  goals  of: 

o    increased  stability  and  economic  independence  for  American 
families; 

o    improved  healthy  development  of  children  and  youth;  and 

o    services  that  are  more  effective,  cost  less,  and  respond 
better  to  customer  needs. 

Projects  are  conducted  through  grants,  contracts,  and  cooperative 
agreements.     Evaluation  results,  policy  implications,  and  data 
from  projects  are  disseminated  to  other  federal  agencies,  states, 
and  others  through  publications  (including  final  reports  and 
information  memoranda) ,  conferences,  and  workshops. 

Funding  for  the  Social  Services  Research  and  Demonstration  during 
the  last  five  years  has  been  as  follows: 


1994  $13,664,000 

1995  $14,815,000 

1996    

1997  $44,000,000 

1998  $26,000,000 
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Rationale  for  Budget  Request 

The  FY  1999  budget  request  for  Social  Services  Research  and 
Demonstration  funds  is  $10,000,000.     This  assumes  separate  full 
funding  for  activities  specified  and  preappropriated  in  the 
Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act 
of  1996,    (PRWORA) :  title  I,  Sec.  413   (h)    ($15  million);  and  title 
V,  Sec.  429A  ($6  million) .     Funds  will  be  integrated  to  achieve 
the  following  purposes: 

Research  and  evaluation  efforts  will  continue  to  focus  on  moving 
families  from  welfare  to  work,  promoting  responsible  parenthood, 
and  fostering  child  well-being.     Substantial  efforts  are  planned 
to  develop  and  provide  states  with  credible  information  in  making 
decisions  related  to  welfare  reform,  in  order  to  promote  sound 
and  effective  policy  and  program  decisions.     Program  evaluations 
will  be  designed  to  inform  national  policy  and  to  provide  timely 
feedback  to  states  and  communities,  and  will  include  both 
descriptive  and  impact  studies  of  welfare  reform  interventions  on 
low-income  families'  employment  and  of  the  effects  on  children. 
Cash  assistance,  time  limits  and  other  employment  requirements, 
teen  pregnancy,  affordable  quality  child  care,  and  protecting 
children  will  be  addressed. 

Results  from  evaluations  of  welfare  reform  waiver  demonstrations 
helped  to  shape  PRWORA.     Completion  of  these  carefully  designed 
studies  is  crucial  for  credible  information  about  welfare  reform 
strategies  and  their  effects.     Significant  investments  in  state 
initiated  studies  approved  prior  to,  and  in  the  first  year  of 
PRWORA,  will  continue  to  be  supported.     Related  ongoing  studies, 
such  as  the  JOBS  evaluation,  and  those  related  to  teens  and 
responsible  parenting,  will  also  continue  to  be  supported. 

Serious  questions  remain  and  more  are  certain  given  the 
profoundness  of  transformations  underway.     As  responsibilities 
shift  with  devolution,  policy-makers  will  need  to  know:  how 
implementation  of  TANF  has  progressed;  to  what  extent 
responsibilities  devolve  even  further  to  local  governments  and 
with  what  effects;  how  employment  and  child  care  needs  are  met 
and  with  what  effects;  what  the  effects  are  on  family  stability, 
responsible  parenthood,  and  child  welfare;  to  what  extent  effects 
from  TANF  are  felt  by  other  human  service  sectors;  how  services 
are  allocated  between  the  working  poor  and  TANF  recipients. 
Positive  interactions  and  coordination  between  and  among  TANF, 
child  development,  child  welfare,  child  support  and  community 
interventions  will  be  pivotal  to  success. 

In  PRWORA,  title  VI  addresses  child  care  and  recognizes  its 
importance  for  moving  families  from  welfare  to  work  while 
protecting  the  health,   safety  and  well-being  of  children.  The 
demand  for  quality  child  care  to  enable  parents  to  work  will 
increase.     Much  more  needs  to  be  known  about  the  supply  and 
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demands  for  child  care,  the  effects  of  the  increased  need  for 
child  care,  and  the  choices  parents  have  and  make  concerning 
child  care.     Studies  are  planned  to  examine  emerging  state  child 
care  policies  and  practices;  to  understand  what  federal  child 
care  dollars  are  buying;  to  examine  child  care  as  it  relates  to 
labor  force  attachment;  to  study  the  quality  of  child  care;  and 
to  promote  research  partnerships  and  field  initiated  joint 
studies  among  academics,  researchers,  administrators,  and 
practitioners.     In  addition,  linkages  are  planned  with  other 
major  research  efforts  to  learn  more  about  child  care,  e.g., 
welfare  reform  studies,  Early  Childhood  Head  Start  studies,  and 
with  relevant  ASPE  and  NICHD  supported  studies. 

Numerous  studies  confirm  the  growing  concern  that  more  children 
are  being  subjected  to  serious  harm,  and  that  cases  coming  to 
public  child  welfare  agencies  are  more  complex  and  difficult  to 
manage.     Additional  research  is  needed  to  help  states  and 
communities  design  programs  to  work  more  effectively  with  multi- 
problem  families.     The  national  longitudinal  random  sample  study 
of  child  welfare  required  by  law  initiated  in  FY  1997  with 
earmarked  Sec.  1110  funds  will  be  continued  in  FY  1999.  This 
study  will  examine  the  course  of  child  abuse  and  neglect  cases 
over  time,  the  systems  that  serve  them,  the  services  they 
receive,  out-of-home  placement  experiences,  and  outcomes. 
Complementary  studies  are  also  planned  concerning:  structural, 
decision-making  and  system  dynamics;  the  services  provided  for 
families  and  children  and  their  effectiveness;  and  capacity 
building  to  promote  policy  and  practice-based  research,  as  well 
as  studies  which  relate  to  specific  topics  or  sub-populations  of 
children,  e.g.,  kinship  care;  infants  and  very  young  children. 

The  various  efforts  to  help  create  a  complete  picture  of  public 
assistance  and  family  and  child  well-being  outcomes  must  include 
mechanisms  to  collect  accurate  data  from  states,  by  working  with 
Census  and  other  organizations  to  ensure  national  surveys  address 
issues  of  concern,  and  by  working  with  states  to  improve  quality 
and  linkages  of  administrative  data. 
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Name  of  Program:    Social  Services  Research  and  Demonstration 

Program,  Data; 

FY  1997  FY  1998  FY  1999 

Actual  Appropriation  Estimate 

Service  Grants 

Formula       

Discretionary       

Research  $9,000,000  $13,750,000  $1,200,000 

Demonstration  18,000,000  1,000,000  5,600,000 

Development       

Training/Technical  2,300,000  1,125,000  1,670,000 
Assistance 

Evaluation  13,700,000  9,625,000  1,530,000 

Other  1,000,000     

TOTAL  PROGRAM  $44,000,000  $26,000,000  $10,000,000 

Number  of  Applicants  300  200  96 

Number  of  Grants  85  55  36 
New  Starts: 

#  80  25  16 
$  34,000,000  $8,000,000  $5,500,000 

Continuations : 

#  5  30  6 
$  2,100,000  $10,000,000  $2,200,000 

Contracts : 

#  26  12  3 
$  7,300,000  $8,000,000  $2,300,000 
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Community  services  biqck  Grant 

Authorizing  Legislation  -  Section  672  of  the  Community  Services 
Block  Grant  Act,  as  amended. 


Increase 

1997  1998  1999  or 

Actual      Appropriation  Estimate  Decrease 

$489,600,000         $490,600,000  $490,600,000   


1999  Authorization  Such  sums 

Purpose  and  Method  Of  Operations 

The  Community  Services  Block  Grant  program  issues  block  grants  to 
States,  territories  and  Indian  Tribes  to  provide  services  and 
activities  to  reduce  poverty,  including  services  to  address 
employment,  education,  better  use  of  available  income,  housing 
assistance,  nutrition,  energy,  emergency  services,  health,  and 
anti-drug  needs.    Each  State  submits  an  annual  application  and 
certifies  that  the  State  agrees  to  provide:     (1)  a  range  of 
services  and  activities  having  a  measurable  and  potentially  major 
impact  on  causes  of  poverty  in  communities  where  poverty  is  an 
acute  problem;  and  (2)  activities  designed  to  assist  low- income 
participants,  including  the  elderly,  to  become  self-sufficient. 

Funds  are  allocated  to  50  States  and  the  District  of  Columbia, 
Puerto  Rico,  Guam,  American  Samoa,  the  Virgin  Islands,  the 
Northern  Marianas,  the  Republic  of  Palau  and  State  and  federally 
recognized  Indian  Tribes.     Allocations  are  based  on  relative 
percentages  of  1981  funding  levels  under  Section  221  of  the 
Economic  Opportunity  Act  of  1964  as  amended. 

The  Community  Services  Block  Grant  Act  requires  States  to  pass 
through  90%  of  the  Federal  funds  allocated  to  eligible  entities, 
which  in  most  cases  are  Community  Action  Agencies. 

Funding  for  the  Community  Services  Block  Grant  over  the  past  five 
years  has  been: 


FY  1994    $397,000,000 

FY  1995    $389,600,000 

FY  1996    $389,597,500 

FY  1997    $489,600,000 

FY  1998    $490,600,000 
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Rationale  for  the  Budget  Request 

The  FY  1999  request  for  the  Community  Services  Block  Grant  is 
$490,600,000,  the  same  as  the  FY  1998  appropriation.     Funds  will 
be  used  by  a  network  of  local  agencies,  Community  Action 
Agencies,  Federal/ State  recognized  Indian  Tribes/Tribal 
organizations,  Migrant  and  Seasonal  Farmworker  organizations,  or 
private/public  community-based  organizations  to  provide  a  range 
of  services  and  activities  to  assist  low-income  individuals, 
including  the  elderly,  to  alleviate  the  causes  and  conditions  of 
poverty. 

Of  the  funds  appropriated,  $4,906,600  will  be  used  for  training, 
technical  assistance,  planning,  evaluation  and  data  collection. 
These  funds  will  support  training  at  national,  State  and  regional 
association  conferences;  development  and  use  of  special 
implementation  tools  such  as  manuals,  scales  for  incremental 
measurement  at  the  individual,  family  and  community  levels; 
surveys  and  survey  methodology;  electronically-provided  economic 
and  demographic  mapping  data  at  the  neighborhood  level;  revision 
of  reporting  tools;  and  specific  on-site  consultative  technical 
assistance  efforts. 

The  above  is  a  part  of  a  CSBG-wide  program  initiative  to  develop 
the  capacity  of  States  and  local  community  services  agencies  to 
provide  outcome  data.     States  and  local  agencies  are  in  the  early 
stages  of  operations  under  this  process.     It  is  anticipated  that 
data  will  be  forth  coming  as  a  part  of  the  FY  1998  application 
and  available  for  the  budget  process  in  the  subsequent  year. 
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Name  of  Program:    Community  Services  Block  Grant 

Program  Data: 

FY  1997  FY  1998  FY  1999 

Enfr<?t3<3       Appropriation  Estimate 

Service  Grants: 

Formula  $487,142,000  $485,358,350  $485,699,400 

Discretionary       

Research       

Demonstration       

Development       

Tra  in  ing/Techn  ica 1 

Assistance  $2,458,000  $5,241,650  $4*906,600 

Evaluation       

Program  Support       

Other       

TOTAL  PROGRAM  $489,600,000  $490,600,000  $490,600,000 

Number  of  Applicants  190  235  235 

Number  of  Grants  172  180  180 
New  Starts: 

#  170  177  179 
$  $488,641,000  $488,991,000  $488,991,000 

Continuations : 

#  2  3  3 
$  $800,000  $1,250,000  $1,250,000 

Contracts : 

#  5  8  8 
$  159,000  359,000  359,000 
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Community  Services  Discretionary  Activities 


Authorizing  Legislation  -  Section  681(a)  of  the  Community 
Services  Block  Grant  Act,  as  amended. 


1997  1998 
Actual  Appropriation 


1999 
Estimate 


Increase 
or 

Decrease 


$30,832,000 


$33,565,000 


-$33,565,000 


1999  Authorization 


Legislation  repealing 
this  Section  will  be 
submitted 


Purpose  and  Method  of  Operations 

Community  Services  Discretionary  Grants  are  provided  to  private, 
locally-initiated  community  development  corporations  which 
sponsor  enterprises  providing  employment,  training,  and  business 
development  opportunities  for  low-income  residents;  to  public  and 
private  non-profit  agencies  for  activities  benefitting  migrants 
and  seasonal  farm  workers;  to  public  and  private  organizations  to 
carry  out  programs  in  rural  housing  and  community  facilities 
development;  and  to  private,  non-profit  organizations  to  provide 
recreational  activities  for  low- income  youth. 


Rationale  for  the  Budget  Request 

The  FY  1999  request  for  Community  Services  Discretionary 
Activities  is  zero.     The  social  services  provided  under  this 
program  can  be  provided  by  the  States  with  greater  flexibility 
through  use  of  the  Community  Services  Block  Grant  funds. 
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Name  of  Program:  Community  Economic  Development 
Program  Data; 


FY  1997  FY  1998  FY  1999 

Enacted      Appropriation  Estimate 


Service  Grants: 

Formula     

Discretionary  $26,263,719  $30,065,000 

Research     

Demonstration     

Development     

Training/Technical 

Assistance  1,068,281   

Evaluation     

Program  Support     

Other     


TOTAL  PROGRAM  a/  $27,332,000  $30,065,000 
Number  of  Applicants  675  709 

Number  of  Grants  83  87 

New  Starts: 

#  83  87 
$                        26,263,719  30,065,000 

Continuations : 
$ 

Contracts : 

*  1 

$  1,068,281   

a/  Includes  $5,500,000  for  Job  Opportunities  for  Low  Income 
( JOL1 )  program . 
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Name  of  Program:  Rural  Community  Facilities 
Program  Data: 


FY  1997  FY  1998  FY  1999 

Enacted        Appropriation  Estimate 


Service  Grants: 

Formula   

Discretionary              $3,500,000  $3,500,000 

Research     

Demonstration     

Development     

Training/Technical 

Assistance     

Evaluation     

Program  Support     

Other     


TOTAL  PROGRAM  $3,500,000  $3,500,000 

Number  of  Applicants  8  8 

Number  of  Grants  7  7 

New  Starts: 

#  7  7 

$  3,500,000  3,500,000 

Continuations: 

$ 

Contracts: 
$ 
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National  Youth  Sports 

Authorizing  Legislation  -  Section  682(f)  of  the  Community 
Services  Block  Grant  Act,  as  amended. 

Increase 

1997  1998  1999  or 

Enacted      Appropriation  Estimate  Decrease 

$12,000,000  $14,000,000    -$14,000,000 


1999  Authorization   Legislation  repealing 

this  Section  will  be 
submitted 

Purpose  and  Method  of  Operations 

The  National  Youth  Sports  program  issues  grant  to  an  eligible 
service  provider  to  administer  national  or  regional  programs  to 
provide  instructional  activities  for  low- income  youth. 

Funding  for  the  National  Youth  Sports  program  during  the  last 
five  years  has  been  as  follows: 


FY  1994    $12,000,000 

FY  1995    $12,000,000 

FY  1996    $11,520,000 

FY  1997    $12,000,000 

FY  1998    $14,000,000 


Rationale  for  Budget  Request: 

The  FY  1999  request  for  the  National  Youth  Sports  program  is 
zero.    The  social  services  provided  under  this  program  can  be 
provided  by  the  States  with  greater  flexibility  through  the  use 
of  the  Community  Services  Block  Grant  funds. 
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Name  of  Program:  National  Youth  Sports 
Program  Pata: 


FY  1997  FY  1998  FY  1999 

Enacted        Appropr  i  at  i  on  Estimate 


Service  Grants: 

Formula     

Discretionary  $12,000,000  $14,000,000 

Research     

Demonstration     

Development     

Training/Technical 

Assistance     

Evaluation     

Program  Support     

Other     


TOTAL  PROGRAM         $12,000,000  $14,000,000 

Number  of  Applicants  4  4 

Number  of  Grants  1  1 

New  Starts: 

#  11 
$  12,000,000  14,000,000 

Continuations : 
Contracts : 
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Community  Food  and  Nutrition 

Authorizing  Legislation  -  Section  681A. (d)  of  the  Community 
Services  Block  Grant  Act,  as  amended. 

Increase 

1997  1998  1999  or 

Enacted      Appropriation  Estimate  Decrease 

$4,000,000  $4,000,000    -$4,000,000 

1999  Authorization   Such  sums 


Purpose  and  Method  of  Operations 

The  Community  Food  and  Nutrition  program  provides  grants  to 
public  and  private  agencies  at  the  local  and  State  level  to:  (1) 
coordinate  existing  food  assistance  resources;   (2)  assist  in 
identifying  sponsors  of  child  nutrition  programs  and  initiating 
new  programs  in  under  served  and  unserved  areas;  and  (3)  develop 
innovative  approaches  at  the  State  and  local  level  to  meet  the 
nutrition  needs  of  low-income  people. 


The  authorizing  legislation  mandates  that  60  percent  of  the 
amount  appropriated,  up  to  $6,000,000,  is  to  be  allotted  to 
States  for  statewide  programs  and  40  percent  is  to  be  awarded  on 
a  competitive  basis.    Amounts  appropriated  in  excess  of 
$6,000,000  are  allotted  as  follows:     (1)  40  percent  of  such 
excess  is  to  be  allotted  to  eligible  agencies  for  statewide 
grants;   (2)  40  percent  of  such  excess  is  to  be  awarded  on  a 
competitive  basis  for  local  and  statewide  programs;  and  (3)  20 
percent  of  such  excess  is  to  be  awarded  on  a  competitive  basis 
for  nationwide  programs,  including  programs  benefitting  Native 
Americans  and  migrant  farm  workers. 

Funding  for  the  Community  Food  and  Nutrition  program  during  the 
last  five  years  has  been  as  follows: 


FY  1994    $7,995,000 

FY  1995    $8,676,000 

FY  1996    $4,000,000 

FY  1997    $4,000,000 

FY  1998    $4,000,000 


Rationale  for  the  Budget  Request 

The  FY  1999  request  for  Community  Food  &  Nutrition  is  zero. 
The  services  provided  under  this  program  can  be  provided  by  the 
States  with  greater  flexibility  through  use  of  the  Community 
Services  Block  Grant  funds. 


H-lll 


1146 


Name  of  Program:  Community  Food  &  Nutrition 
Program  Data: 


FY  1997  FY  1998  FY  1999 

Enacted      Appropriation  Estimate 


Service  Grants: 

Formula  $2,400,000  $2,400,000 

Discretionary  1,600,000  1,600,000 

Research     

Demonstration     

Development     

Training/Technical 

Assistance     

Evaluation     

Program  Support     

Other     


TOTAL  PROGRAM  $4,000,000  $4,000,000 

Number  of  Applicants  2571/  257 

Number  of  Grants  862/  86 

New  Starts: 

#  86  86 

$  4,000,000  4,000,000 

Continuations : 

# 

$ 

Contracts : 
# 

1/    State  Applicants  (52),    Grantees  (205) 
2/    State  Applicants  (52),    Grantees  (34) 
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Federal  Administration 


1997  1998 

Actual  Appropriation 


1999 


Increase 
or 


Decrease 


Appro- 
priated 
Funds. . 


$143,061,000 


$140,729,000  $145,115,000 


+$4,386,000 


Program 
Level* 


$153,982,000 


$150,143,000  $154,529,000 


+$4,386,000 


PTE 


1,657 


1,588 


1,562 


-26 


*/  Program  level  includes  appropriated  and  reimbursable  funds. 
Reimbursable  funds  include:   (1)  those  transferred  from  the 
Office  of  Child  Support  Enforcement  to  repay  salaries  and 
expenses  related  to  child  support  training/technical 
assistance  and  operation  of  the  Federal  Parent  Locator 
Service  (FPLS)   (under  welfare  reform,  new  funding  sources 
were  provided  and  must  be  used  for  these  activities — where 
expenditures  continue  to  be  made  from  Federal 
administration  accounts,  reimbursement  must  be  provided) ; 
and,   (2)  estimated  reimbursements  for  work  performed  by  ACF 
on  behalf  of  others. 

Purpose  and  Method  of  Operation 

Salaries  and  related  expenses  of  administering  the  Administration 
for  Children  and  Families  (ACF)  are  included  in  the  Federal 
Administration  activity.    These  resources  allow  ACF  to  maintain 
the  staff  and  related  programmatic  support  activities  necessary 
to  continue  the  President's  important  children  and  family 
initiatives. 

These  initiatives  include: 

Child  Care,  where  the  President  is  proposing  the  largest 
single  investment  in  the  nation's  history,  $21.7  billion  over 
five  years.    This  initiative: 

-  would  increase  by  a  million  the  number  of  children 
receiving  child  care  subsidies  by  the  year  2003; 

-  would  increase  funds  for  several  existing  ACF  programs 
including  Head  Start,  Early  Head  Start  and  the  Child  Care 
and  Development  Block  Grant.    ACF  will  continue  to  work 
towards  serving  one  million  children  in  Head  Start  by  the 
year  2002,  and  doubling  the  number  of  children  in  Early 
Head  Start; 
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-    would  create  new  funds  to  enhance  enforcement  of  safety  and 

health  standards,  provide  additional  funds  to  train 

providers,  invest  in  research,  and  expand  and  streamline 
after  school  programs. 

•     Child  Support  Enforcement,  where  staff  continue  to  work  on 
establishing  State  and  national  case  registries  and  a  national 
registry  of  new  hires.     ACF  staff  will  also  continue  to  assist 
States  to  meet  new  requirements  for  TANF  and  Medicaid 
applicants  to  establish  paternity,  and  to  implement  new 
enforcement  techniques  including:     revocation  of  licenses; 
opportunities  for  cooperative  agreements  with  tribes;  uniform 
procedures  and  forms  in  interstate  cases;  and  establishment  of 
centralized  collections  units. 


Welfare  Reform,  where  ACF  continues  to  provide  technical 
assistance  to  States  and  tribes  as  they  work  to  increase  the 
self-sufficiency  of  low  income  families  through  the  Temporary 
Assistance  to  Needy  Families  (TANF)  program,  to  gather  data 
and  to  assess  the  impacts  of  this  new  program. 

Adoption  2002,  which  will  place  special  priority  on  improving 
State  practices,  using  financial  incentives  and  additional 
technical  assistance  to  States  in  order  to  double  the  number 
of  children  adopted  by  the  year  2002. 

ACF  conducts  its  operations  at  the  following  locations: 

ACF  Headquarters,  Washington,  D.C.; 

Each  of  the  ten  regional  offices  of  the  Department  of  Health 
and  Human  Services  (HHS) ; 

•     Thirteen  audit  offices  of  the  Office  of  Child  Support 
Enforcement  in  various  locations  throughout  the  Nation. 

Slightly  more  than  half  of  the  ACF  employees  work  at  ACF 
Headquarters  in  the  various  program  offices  and  staff  offices. 
The  remainder  of  ACF's  work  force  is  in  regional  and  field 
offices. 


H-114 


1149 


Appropriations  for  Federal  Administration  during  the  last  five 
years  have  been  as  follows: 


Dollars  PTE  Vsage 

1994  $159,935,000  1,965 

1995  $162,299,000*  1,803 

1996  $150,117,000  1,732 

1997  $143,061,000*  1,657 

1998  $140,729,000  1,588 


*    Net  of  rescissions  and  across  the  board 
reductions . 

Rationale  for  the  Budget  Request; 

The  FY  1999  budget  request  for  Federal  Administration  of 
$145,115,000  would  provide  an  increase  in  appropriated  funds  of 
$4,386,000  above  the  FY  1998  enacted  level.     An  additional 
$9,414,000  in  reimbursable  funds  will  provide  ACF  with  a  total  FY 
1999  program  level  of  $154,529,000,  for  an  overall  increase  of 
$4,386,000  above  the  FY  1998  program  level. 

Over  the  last  three  years,  in  response  to  falling  resources  for 
Federal  Administration,  ACF  has  moved  to  downsize,  streamline  and 
consolidate  its  personnel  and  overhead  activities.    ACF  actual 
FTE  usage  has  continuously  declined — from  1,965  in  FY  1994  to 
1,657  at  the  end  of  FY  1997.     Projected  reductions  over  the  next 
two  years  are  expected  to  further  reduce  FTE  usage,  to  1,562  by 
the  end  of  FY  1999,  an  overall  reduction  of  403  FTE  (-20.5%)  in 
just  five  years. 

However,  for  ACF  to  live  within  its  means  has  had  a  price.  Three 
years  of  declining  resources  and  near  total  hiring  freezes  have 
left  the  agency  with  staffing  imbalances,  not  well  equipped  to 
respond  to  the  dramatic  expansion  in  new  program  responsibilities 
which  have  been  added  in  areas  including  child  support 
enforcement,  child  care,  Head  Start  and  adoption.    Funds  for 
travel  and  monitoring  have  been  repeatedly  reduced,  reducing  the 
agency's  ability  to  monitor  and  maintain  oversight  of  the  more 
than  $38  billion  entrusted  to  its  stewardship.     Further,  funds 
for  investments  in  technology  and  ADP  systems,  critical  to 
allowing  ACF  to  downsize  and  still  do  more  with  fewer  staff,  and 
to  meet  its  Year  2000  conversion  requirements,  have  also  had  to 
be  cut  back  or  delayed. 

The  request  for  FY  1999  begins  to  address  issues  raised  by  the 
shortages  of  the  prior  two  years  by  modestly  increasing  resources 
for  certain  critical  areas.    The  requested  increase  of  $4.4 
million  will  fund  the  FY  1999  pay  increase,  slow  the  loss  of 
staff  to  attrition,  and  allow  the  agency  to  make  selective,  but 
limited  hiring  in  key  areas.     In  addition,  it  would  allow  funding 
for  critical  activities  like  travel  and  monitoring  to  increase  in 
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order  to  provide  better  oversight  of  ACF  programs.  Lastly, 
higher  funding  of  would  also  be  provided  for  ACF's  ADP  systems 
and  for  technology  investments  to  maintain  productivity  gains. 
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Federal  Administration 
SUMMARY  OF  CHANGES 

1998  Appropriation   $140,729,000 

1998  Estimate   145.115.000 

Net  Change   +$4,386,000 


1998  Base    Change  From  Base 

INCREASES: 

A.  BUILT-IN: 

1.  Annualization  of  January 
1998  pay  raise,  within 
grade  increases,  and 
January  1999  pay  raise 

a.  Full-time  permanent   $90,699,000  +$2,456,000 

b.  Other  than  full-time 

permanent   1,073,000  +17,000 

2.  Related  Personnel 

benefits   16,035,000  +1,418,000 

3.  Rental  Payments  to  GSA   11,878,000  +253,000 

4.  Communications/Utilities/ 

Miscellaneous   1,988,000  +37.000 

Subtotal  Increases   +$4,181,000 

B.  PROGRAM: 

1.  Travel  and  transportation   $898,000  +536,000 

2.  Transportation  of  things....  61,000  +2,000 

3.  Printing  and  reproduction...  533,000  +11,000 

4.  Other  contractual  services..  833,000  +219,000 

5.  Purchases  of  goods  and  services 

for  government  accounts   11,259,000  +338,000 

6.  Operation  and  maintenance  of 

facilities    544,000  +9,000 

7.  Operation  and  maintenance  of 

equipment   2,095,000  +45,000 
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8.  Supplies  and  Materials   319,000  +168,000 

9.  Equipment   2,424,000  +47,000 

10.  Insurance  claims/ indemnities.  90,000  +2,000 

Subtotal  Program  Increases...  +$1,377,000 

Total  Increases   +$5,558,000 

DECREASES: 
A.  BUILT-IN 

1.  Decrease  in  full  time 
permanent  positions, 

due  to  attrition   $90,699,000  -$1,005,000 

2.  Decrease  in  personnel 
benefits  due  to  lover 

staffing   $16,035,000  -167,000 

Total,  Decreases   -$1,172,000 

Net  Change   +$4,386,000 


H-118 


1153 


ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Administrative  Costs 
(Federal  Administration) 

Increase 

1998  1999  or 

Appropriation  Estimate  Decrease 

Personnel  Compensation: 
Full-time  permanent 

(11.1)   $90,699,000       $92,151,000  +$1,452,000 

Other  than  Full-time 

Permanent  (11.3)..  1.073.000         1.090.000  +17.000 

Total  Personnel 

Compensation  (11.9)  91,772,000        93,241,000  1,469,000 

Civilian  Personnel 

Benefits   (12.1)..  16.035.000         17.286.000  +1.252.000 

Subtotal,  Pay  Costs..      107,807,000      110,527,000  +2,720,000 

Travel   (21.0)   898,000  1,434,000  +536,000 

Transportation 

Of  Things   (22.0)   61,000  63,000  +2,000 

Communications,  Utilities 
&  Miscellaneous 

charges  (23.3)   1,988,000         2,025,000  +37,000 

Printing  & 

Reproduction  (24.0)...  533,000  544,000  +11,000 
Other  Contractual 

Services   (25.2)   833,000           1,052,000  +219,000 

Purchases  of  goods  & 
services  for  government 

account  (25.3)   11,259,000         11,597,000  +338,000 

Operation  and  maintenance 

of  equipment  (25.7)...  2, 095. QQQ  2.140.000  +45.000 
Subtotal,  Contractual 

Services   17,667,000         18,855,000  +1,188,000 

Supplies  & 

Materials   (26.0)                       319.000  487.000  +168.000 

Subtotal,  Non-pay  costs. .17,986,000  19,342,000  +1,356,000 

TOTAL                        $125,793,000  $129,869,000  +$4,076,000 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


Administrative  Costs 
(Federal  Administration) 


FY  1997 

Obligations 


FY  1988 

Appro- 
priation 


Travel  (21.0)     $1,334,000  $898,000 

Transportation 

of  Things(22.0)       99,000  61,000 

Communications , 
Utilities  & 
Miscellaneous 

Charges (2 3. 3)     2,277,000  1,988,000 


Printing  and 
Reproduction 
(24.0)  


541,000 


Consulting 
Services (2 5.1)  110,000 

Other  Services 
(25.2)   1,351,000 


533,000 


833,000 


Purchases  of 
Goods  &  Services 
for  Government 
Accounts 

(25.3)  11,119,000  11,259,000 

Operation  and 
Maintenance  of 
Equipment 

(25.7)  2,536,000  2,095,000 


Supplies  and 
Materials 
(26.0). 


370,Q00 


319.0QQ 


FY  1999 
Estimate 


$1,434,000 
63,000 

2,025,000 
544,000 

1,052,000 

11,597,000 

2,140,000 
 487,QQ0 


Increase 

or 
Decrease 


+$536,000 
+2,000 

+37,000 
+11,000 

+219,000 

+338,000 

+45,000 
+168,Q0Q 


TOTAL 


$19,737,000     17,986,000         19,342,000  +$1,356,000 
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Federal  Administration 
Program  Level 
Budget  Authority  by  Object 


1998 

Appropriation 

Personnel  compensation: 

Full-time  permanent  $96,503,000 
Other  than  full  time 


Permanent 

Total,  personnel 
compensat  ion 

Personnel  benefits 

Travel  and  trans- 
portation of  persons 


1,374,000 

$97,877,000 
16,999,000 


898,000 

Transportation  of  things  61,000 

Rental  payments  to  GSA  12,676,000 

Communications , 

utilities  and  misc.  2,111,000 

Printing  and  reproduction  574,000 

Consulting  Services   


Other  Contractual 
Services 

Purchases  of  goods 
and  services 


974,000 


12,195,000 


Operation  and  maintenance 

of  facilities  564,000 

Operation  and  maintenance 

of  equipment  2,238,000 


Supplies  and  materials 

Equipment 

Grants,  Subsidies 
and  Contributions 


319,000 
2,567,000 


Indemnities 


TOTAL  BUDGET  AUTHORITY 
BY  OBJECT 


90,000 

$150,143,000 
H-121 


1999 
Estimate 


$97,955,000 
1,391,000 

$99,346,000 
18,250,000 

1,434,000 
63,000 
12,929,000 

2,148,000 
585,000 

1,193,000 

12,533,000 

573,000 

2,283,000 
487,000 
2,614,000 

92,000 
$154,529,000 


Increase 

or 
Pecrease 


+$1,452,000 
+17,000 

+$1,469,000 
+1,251,000 

+536,000 
+2,000 
+253,000 

+37,000 
+11,000 

+219,000 

+338,000 

+9,000 

+45,000 
+168,000 
+47,000 

+2,000 
+$4,386,000 


1156 


Federal  Administration 
Reimbursable  Activities 
Budget  Authority  by  Object 


1998 
Appropriation 

Personnel  compensation: 

Full-time  permanent  $5,804,000 

Other  than  full  time 
Permanent  301,000 
Total ,  personnel 

compensation  $6,105,000 

Personnel  benefits  964,000 

Travel  and  transportation 

of  persons   

Transportation  of  things   

Rental  payments  to  GSA  798,000 

Communications , 

utilities  and  misc.  123,000 

Printing  and  reproduction  41,000 

Consulting  Services   

Other  Contractual 

Services  141,000 

Purchases  of  goods 

and  services  936,000 

Operation  and  maintenance 

of  facilities  20,000 

Operation  and  maintenance 

of  equipment  143,000 

Supplies  and  materials   

Equipment  143,000 

Grants,  Subsidies 

and  Contributions   

Indemnities   


1999 
Estimate 


$5,804,000 
301,000 

$6,105,000 
964,000 


798,000 

123,000 
41,000 

141,000 
936,000 
20,000 
143,000 

143,000 


Increase 
or 

Decrease 


TOTAL  BUDGET  AUTHORITY 
BY  OBJECT 


$9,414, 000 


$9,414,000 
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Budget  Authority  by  Object 

1998  1999 

Appropriation  Estimate 

Full-time  equivalent 

employment ...  1 , 588  1 , 562 
Full-time  equivalent  of 

overtime  and  holiday  hours           1  1 

Average  SES  salary  $112,756  $115,986 

Average  GS  grade.                           11.8  11. 

Average  GS  salary  $46,592  $48,183 

Average  wage  grade  salary .. $29 , 770  $30,623 

Average  salary  of  ungraded 

positions  1/  $18,597  $19,155 

Personnel  compensation:  ____=__ 

Full-time  permanent    $90,699,000  $92,151,000 
Other  than  full  time 

Permanent                     1,073,000  1,090,000 
Other  personnel 

compensation     

Total ,  personnel 

compensation                  $91,772,000  $93,241,000 

Personnel  benefits           16,035,000  17,286,000 

Benefits  for  former 

personnel     

Subtotal,  Pay  Costs      $107,807,000  $110,527,000 

Travel  and  transportation 

of  persons                           898,000  1,434,000 

Transportation  of  things        61,000  63,000 

Rental  payments  to  GSA     11,878,000  12,131,000 

Communications , 

utilities  and  misc.        1,988,000  2,025,000 

Printing  and  reproduction    533,000  544,000 

Consulting  Services     


Exhibit  H 


Increase 
or 

Pecrease 


-26 

+$3,230 

+$1,591 
+$853 

+$558 


+$1,452,000 
+17,000 

+$1,469,000 
+$1,251,000 


+$2,720,000 

+536,000 
+2,000 
+253,000 

+37,000 
+11,000 


H-123 


1158 


Other  Contractual 
Services 

Purchases  of  goods 
and  services 

Operation  and 
maintenance  of 
facilities 

Operation  and 
maintenance  of 
equipment 


1998 
Appropriation 

833,000 

11,259,000 


544,000 


2,095,000 


Subtotal,  Other  Contractual 

obligations  14,731,000 

Supplies  and  materials  319,000 

Equipment  2,424,000 

Grants,  Subsidies 

and  Contributions   

Indemnities  90,000 

Subtotal,  Non-Pay  Costs$32 , 922 , 000 

TOTAL  BUDGET  AUTHORITY 


1999 
Estimate 


1,052,000 
11,597,000 

553,000 

2,140,000 

15,341,000 
487,000 
2,471,000 


Increase 
or 

Decrease 


+219, 000 
+338, 000 

+9,000 

+45,000 

+610,000 
+168,000 
+47,000 


92,000   

$34,588,000  +$1,666,000 


BY  OBJECT 


$140,729,000         $145,115,000  +$4,386,000 


1/    Only  includes  stay-in-school  participants  (3) ;  excludes 
experts  and  consultants  (5  )  and  advisory  board  and  commission 
members  (15) . 
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Exhibit  o 

Detail  of  Full-Time  Equivalent  Employment  (FTE) 

1998 

1997  Current  1999 

Actual  Estimate  Estimate 

Administration  for  Children, 

Youth  and  Families                             172  167  166 

Office  of  Administration  1/2/.          233  203  200 

Office  of  Child  Support 

Enforcement  2/  .                  182  195  193 

Office  of  Family  Assistance...            28  28  27 

Office  of  Community  Services..            69  68  66 

Office  of  Regional  Operations/ 

State  Systems                                        9  8  8 

Office  of  Refugee  Resettlement            35  34  33 

Administration  for 

Developmental  Disabilities..            29  29  28 

Administration  for  Native 

Americans                                               21  17  17 

Office  of  Public  Affairs  2/...           21  13  13 

Office  of  Planning,  Research 

and  Evaluation                                    28  26  25 

Immediate  Office  of  the 

Assistant  Secretary  2/                       20  29  28 

Office  of  Legislation  and 

Budget                                                      26  27  26 

President's  Committee  on 

Mental  Retardation                             11  11  11 

Regional  Offices                                 273  123  721 

Total,   ACF                                             1,657  1,588  1,562 
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Average  GS  Grade 

1995  11.6 

1996  11.7 

1997  11.7 

1998  11.8 

1999  11.8 


1/  Reflects  creation  of  a  new  Office  of  Administration,  effective 
the  beginning  of  FY  1998,  out  of  six  previous  offices:  the 
Office  of  Program  Support,  the  Office  of  Human  Resource 
Management,  Executive  Secretariat,  the  Office  of  Staff 
Development  and  Organizational  Resources,  the  Office  of  Equal 
Employment  Opportunities/Special  Initiatives  and  the  Office  of 
Administrative  Services  and  Facilities  Management.     FY  1997 
FTE  are  displayed  on  a  comparable,  consolidated  basis. 

2/  Reflects  redeployment,  at  the  beginning  of  FY  1998,  of  state 
systems  staff  from  the  Office  of  Administration  to  the  Office 
of  Child  Support  Enforcement,  and  the  shift  in  public  and 
intergovernmental  affairs  staff  from  the  Office  of  Public 
Affairs  to  the  Immediate  Office  of  the  Assistant  Secretary. 
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Program  Administration 
Detail  of  Positions 


Exhibit  P 


1997  1998  1999 

Actual  Estimate  Estimate 

Executive  Level  1                                    0  0  0 

Executive  Level  11                                    0  0  0 

Executive  Level  111                                0  0  0 

Executive  Level  IV                                 0  1  1 

Executive  Level  V                                   1  2  2 

Subtotal                                               1  3  3 

Total  -  Exec.   Lev.  Salary. . .$109,018  $336,436  $336,436 


ES-6   0  0  0 

ES-5   0  11 

ES-4   5  5  5 

ES-3   5  6  6 

ES-2   2  11 

ES-1   9_  11  11 

Subtotal   21  24  24 

Total  -  ES  Salary  $2,301,297        $2,706,143  $2,783,673 


GS-15   103  98  98 

GS-14   209  200  200 

GS-13   610  582  582 

GS-12   294  281  281 

GS-11   82  78  78 

GS-10   2  2  2 

GS-9   74  71  71 

GS-8   20  19  19 

GS-7   60  57  57 

GS-6   71  68  68 

GS-5   30  29  29 

GS-4   17  16  16 

GS-3   10  10  10 

GS-2   5  5  5 

GS-1   5  5_  5_ 

Subtotal   1,592  1,521  1,521 


Ungraded   1  11 

Total,  full-time  permanent  filled 

positions,  end-of-year   1,615  1,549  1,549 

Part-time/ other  positions   24  22  22 

Total,  filled  positions  1/   1,639  1,571  1,571 

Unfilled  positions,  end-of- 
year   40  27  0 

Total  positions,  end-of-year..  1,679  1,598  1,571 
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PTE  ceiling   1,669  1,588  1,562 

Full-time  equivalent  usage....      1,657  1,588  1,562 


Average  ES  level                                     2.3  2.3  2.3 

Average  ES  salary  $109,586  $112,756  $115,986 

Average  GS  grade                                   11.7  11.8  11.8 

Average  GS  salary   $45,626  $46,592  $48,183 

Special  Pay: 

Average  Wage  Grade  level ....             5.5  5.5  5.5 

Average  Wage  Grade  salary...  $28,999  $29,770  $30,623 


1/  Excludes  15  advisory  board  members. 


H-128 


1163 


HEAD  START 


1997 

1999 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

HMMIIW 

ass  aaa  us 

971  319  999 

178  678  111 

7  590  S32 

9,322,421 

9  929  399 

Arizona 

53i47l!o88 

s^raisoi 

63!87o!803 

Arkansas 

39,399,907 

39,994,492 

42,380,275 

California 

45fl  941  145 

509  239  927 

550  292.949 

Colorado 

40  001  751 

44  394  495 

47,220,199 

wonnvvubui 

39  ess  211 

39  441  609 

Delaware 

5,314,136 

5,902,744 

•issi ,996 

District  of  Columbia 

17,390,925 

19,578,491 

19,599,977 

rionaa 

4  A  A  «t«  ilT 

4CA  *  Kit  flea 

474  aaa  im 

Georgia 

4  ft*  U)  14ft 

441 184  814 

Hawaii 

1 9  ii4  aao 

13  854  391 

14  949  959 

Idaho 

12,529,997 

13^659,243 

Illinois 

170,192,919 

195,580,879 

199,109,994 

Indiana 

55,292,959 

90,492,956 

94,729,574 

Iowa 

29,459,093 

31,161,368 

33,399,730 

Kansas 

29,915,359 

31,273,492 

33,293,992 

Kentucky 

95I59M17 

71,2761730 

7s!9OV02 

Louisiana 

97,291,244 

95,956,594 

103,040,102 

Maina 

15,539,313 

19,901,500 

17,331,933 

Maryland 

47  998  413 

51  932  988 

55,366,979 

Massachusetts 

99,913,231 

74,384,950 

79,940,103 

Michigan 

15o!o73,775 

193!s94i797 

174,903,909 

Minnesota 

43,535,749 

49,023,949 

51,676,125 

Mississippi 

103,922,907 

109  995  490 

113  215  525 

■  iV|a  iV)«av 

Missouri 

99,793,320 

73,247,529 

76,527,094 

Montana 

11,500,499 

12,900,953 

13,499,991 

Nebraska 

19,039,561 

20,597,291 

21,997,999 

Nevada 

9,941,947 

11,071,514 

11,991,305 

New  Hampshire 

7,429,547 

6,051,781 

6,556.413 

New  Jersey 

52,949,991 

66,624,141 

93,951,467 

New  Mexico 

33,970,791 

37,064,639 

39,563,695 

New  York 

291,514,313 

266,992,923 

307,139,105 

North  Carolina 

90,556,919 

99,134,071 

94,301,972 

North  Dakota 

9,733,310 

9,404,793 

9,951,624 
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HEAD  START 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Ohio 

155,353,961 

170,085,826 

182,080,724 

OUahnma 
WRlal  lUllla 

±c  oca  Q63 

53  531  023 

Oregon 

34,465,604 

37,425,291 

39,835,111 

Pennsylvania 

142,973,144 

155,855,629 

166,344,736 

Puerto  Rico 

143,120,999 

156,705,875 

167,766,878 

Rhode  Island 

13,135,315 

14,292,494 

15,234,685 

QUUlll  vol willla 

61  714.  t)(\A 

56  909  946 

69  670  651 

South  Dakota 

10,138,681 

11,053,691 

11,798,706 

Tennessee 

69,365,427 

76,213,397 

81,789,114 

Texas 

253,186,448 

280,195,886 

302,187,363 

Utah 

20  132  117 

22  042  633 

23  598  204 

Vermont 

8,432,620 

8,967,905 

9,403,741 

Virginia 

54,571,275 

59,740,368 

63,949,119 

Washington 

59,643,904 

65,640,718 

70,523,411 

West  Virginia 

31,064,303 

33,838,203 

36,096,753 

Wisconsin 

58,549,549 

63,738,342 

67,963,132 

Wyoming 

5,813,912 

6,297,230 

6,690,755 

Outer  Pacific 

9,963,368 

10,906,597 

11,674,381 

Virgin  Islands 

6,560,166 

7,180,395 

7,685,259 

Indian  Program 

113,920,314 

124,690,887 

133,458,080 

Migrant  Program 

153,787,833 

168,327,450 

180,162,625 

Discretionary 

103,866,000 

111,800,000 

118,380,000 

Total  Budget  Authority 

$3,980,546,000 

$4,355,000,000 

$4,660,000,000 
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RUNAWAY  AND  HOMELESS  YOUTH 


STATE 

1997 
ACTUAL 

1998 

APPROPRIATION 

1999 
ESTIMATE 

Alahftmft 
AmUNuIHI 

*c(vi  son 

#D99,04A 

#999,04* 

A  lac  Ira 

4  AC  Q14 
lU0,9Ol 

4(19  7AQ 

109  7AQ 
1U£,/  49 

Arizona 

©Of  ,5U3 

©4v,9«J9 

04v,909 

Arkansas 

363,557 

367,476 

367,476 

California 

4,922,052 

4,940,789 

4,940,789 

vUlUfaUU 

549  207 

556  099 

556  099 

wunnsviiwui 

446,515 

444  656 

444  656 

Delaware 

100  094 

100  000 

100  000 

1  VV|VVV 

District  of  Columbia 

100,000 

100,000 

100,000 

Florida 

1,887,034 

1,907,497 

1,907,497 

1  076  694 

i  mm  on? 

1  OSS  009 

Hawaii 

173  103 

170  809 

170  809 

Idaho 

4  QA  7AA 
194, 1 44 

4 qa  one 

1QA  908 

194,£UO 

Illinois 

1,749,657 

1,758,621 

1,758,621 

Indiana 

832,520 

835,049 

835,049 

Iowa 

405  531 

100  850 

Ann  850 

Kansas 

387,759 

383,004 

383,004 

Kentucky 

544,454 

539  784 

539,784 

Louisiana 

693,625 

687i340 

687,340 

Maine 

170,659 

166,906 

166,906 

Maryland 

711  958 

716  727 

716,727 

Massachusetts 

801  452 

792,367 

792,367 

Mirhinan 

IVI1VI  lltJCH  1 

1,410,215 

'  1,413,745 

1  413  745 

Minnesota 

697,139 

694,892 

W892 

Mississippi 

426,463 

421,354 

421,354 

Mi«cnuri 

773,296 

776,914 

776,914 

Montana 

132,171 

129,700 

129,700 

Nebraska 

248,127 

246,407 

246,407 

Nevada 

223,101 

232,233 

232^233 

New  Hampshire 

165,103 

164,871 

164,871 

New  Jersey 

1,099,043 

1,107,236 

1,107,236 

New  Mexico 

279,921 

279,311 

279,311 

New  York 

2,539,419 

2,521,306 

2,521,306 

North  Carolina 

1,007,021 

1,021,779 

1,021,779 

North  Dakota 

100,000 

100,000 

100,000 
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RUNAWAY  AND  HOMELESS  YOUTH 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Ohio 

1  600  743 

1  586  953 

1  586  953 

Oklahoma 

491  465 

490  822 

490,822 

Oregon 

446J27 

450^482 

450^482 

Pennsylvania 

1,628,424 

1,613,052 

1,613,052 

Rhode  Island 

132,998 

131,111 

131,111 

South  Carolina 

528,600 

522,567 

522,567 

Smith  Haknta 

115  549 

113  765 

113  765 

Tennessee 

733^413 

736J71 

736J71 

Texas 

3,022,776 

3,038,269 

3,038,269 

Utah 

377,604 

378,261 

378,261 

Vprmnnt 

¥  CI  IIIV1  It 

100  000 

1  WW  j  WW 

100  000 

1  WW  |  WW  w 

1 00  000 

1  W  V)  www 

Virginia 

902,580 

909,337 

909,337 

Washington 

793,924 

800,656 

800,656 

West  Virginia 

236,132 

235  121 

235,121 

Wisconsin 

757,430 

748,403 

748,403 

Wyoming 

100,000 

100,000 

100,000 

American  Samoa 

45,000 

45,000 

45,000 

Guam 

45,000 

45,000 

45,000 

Northern  Marianas 

45,000 

45,000 

45,000 

Puerto  Rico 

549,871 

548,670 

548,670 

Virgin  Islands 

45,000 

45,000 

45,000 

Discretionary 

4,365,300 

4,365,300 

4,365,300 

Total  Budget  Authority 

$43,653,100 

$43,653,000 

$43,653,000 
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CHILD  ABUSE  STATE  GRANTS 


STATE 

1997 
ACTUAL 

1998 

APPROPRIATION 

1999 
ESTIMATE 

Alabama 

$352,790 

$328,357 

$328,357 

Alaska 

102,988 

97,859 

97,859 

Arizona 

'i&A  ATI 

904,473 

*J7  EMI 

947,000 

tA7  cnn 
J4#  ,000 

Arkansas 

232,235 

220,480 

220,480 

California 

2,515,505 

2,343,855 

2,343,855 

Colorado 

325,035 

308,178 

308,178 

Connecticut 

273,729 

256,439 

256,439 

Delaware 

a  nn  i  a  a 
100,104 

AC  CIA 

90,030 

AC  C4A 

?0,0oU 

District  of  Columbia 

82,246 

78,198 

78,198 

Florida 

995,101 

935,515 

935,515 

Georgia 

589,416 

555,233 

555,233 

Hawaii 

110,567 

129,161 

129,161 

Iriahn 

luano 

14/,000 

140,020 

140,020 

Illinois 

926,413 

866,444 

866,444 

Indiana 

- 

437,785 

437,785 

Iowa 

253,263 

236,002 

236,002 

Kansas 

244,291 

227,724 

227,724 

If  ant  t  is*  Irw 

<9UU,Of  O 

inn  R7R 

Louisiana 

397,370 

369,230 

369,230 

Maine 

135,510 

127,350 

127,350 

Maryland 

406,621 

382,941 

382,941 

Massachusetts 

451,478 

417,865 

417,865 

Michigan 

756  233 

706,311 

706,311 

Minnesota 

399,052 

372!594 

372^594 

Mississippi 

263,635 

245,574 

245,574 

Missouri 

437,460 

410,622 

410,622 

Montana 

116,166 

110,276 

110,276 

Nebraska 

174,201 

164,343 

164,343 

Nevada 

161,866 

157,876 

157,876 

New  Hampshire 

132,707 

126,315 

126,315 

New  Jersey 

600,631 

564,028 

564,028 

New  Mexico 

162,979 

179,607 

179,607 

New  York 

1,322,004 

1,224,737 

1,224,737 

North  Carolina 

554,372 

524,448 

524,448 

North  Dakota 

97,662 

93,461 

93,461 
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CHILD  ABUSE  STATE  GRANTS 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Ohio 

851,836 

786,765 

786,765 

Oklahoma 

296,158 

277,911 

277,911 

Oregon 

273,450 

259,285 

259,285 

Psnnvvh/ania 

798  665 

798  665 

Rhode  island 

116,727 

110,793 

110,793 

Smith  Carnlina 

314  662 

292,657 

292  657 

South  Dakota 

107  754 

102,774 

102  774 

Tennessee 

417^275 

391  ]996 

39l|996 

Texas 

1,519,616 

1,460,409 

1,460,409 

Utah 

239  243 

225  396 

225,396 

Vermont 

91,212 

88,028 

88,028 

Virginia 

502,224 

472,191 

472,191 

Washington 

447,554 

421,746 

421,746 

West  Virginia 

145,471 

159,170 

159,170 

Wisconsin 

429,330 

397,428 

397,428 

Wyoming 

88,128 

84,665 

84,665 

Territories: 

American  Samoa 

55,711 

55,691 

55,691 

Guam 

62,720 

62,676 

62,676 

Northern  Marianas 

53,122 

53,105 

53,105 

Puerto  Rico 

392,322 

365,867 

365,867 

Republic  of  Palau 

33,339 

16,670 

16,670 

Virgin  Islands 

59,605 

59,572 

59,572 

Total  Territories 

656,819 

613,581 

613,581 

Total  Budget  Authority 

$21,026,000 

$21,026,000 

$21,026,000 
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COMMUNITY-BASED  FAMILY  RESOURCE  &  SUPPORT  GRANTS 

1997  1998  1999 

STATE  ACTUAL         APPROPRIATION  1/  ESTIMATE  1/ 


Alabama 

$334,361 

Alaska 

236  854 

Arizona 

441  312 

ATKariSaS 

186,472 

California 

2,623i457 

Colorado 

297,590 

rnnnprf  in  it 

vvl  II  ICUUWMl 

222  685 

Delaware 

177,134 

f^ic+ri/*t  f\f  f*Aliimhia 
UlSlllCl  Ul  IrUIUIIlUla 

178  520 

Florida 

1,717,779 

Georgia 

578,790 

Hawaii 

444^232 

Idaho 

175,895 

Illinois 

796,285 

Indiana 

463,215 

Iowa 

242,847 

Kansas 

206,312 

Kentucky 

1,691,946 

Louisiana 

329,912 

Maine 

178,702 

Maryland 

551,897 

Massachusetts 

399,101 

Michigan 

671,480 

Minnesota 

1,191,802 

Mississippi 

198,558 

Missouri 

436,667 

Montana 

176,285 

Nebraska 

204,203 

Nevada 

255,714 

New  Hampshire 

177,001 

New  Jersey 

561,475 

New  Mexico 

234,342 

New  York 

1,535,083 

North  Carolina 

491,469 

North  Dakota 

205,676 

Ohio 

982,548 

Oklahoma 

811,243 

Oregon 

215,854 

Pennsylvania 

1,001,133 

Rhode  Island 

241,122 
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COMMUNITY-BASED  FAMILY  RESOURCE  &  SUPPORT  GRANTS 

1997  1999  1999 

STATE  ACTUAL        APPROPRIATION  1/  ESTIMATE  1/ 


South  Carolina  312,526 

South  Dakota  194,429 

Tannassaa  574,407 

Texas  1,439,999 

Utah  273,959 

Vtrmorrt  257,265 

Virginia  1,165,347 

Washington  392,409 

West  Virginia  179.909 

Wisconsin  394,964 

Wyoming  176,271 

Territories: 

American  Samoa  175,000 

Guam  176,000 

Northern  Marianas  175,000 

Puerto  Rico  403,575 

Republic  of  Palau  50,009 

Virgin  Islands  175,000 

Total  Territories  1,153,575 

Discretionary  4,276,183 

Total  Budget  Authority  $32,835,000  $32,635,000  $32,636,000 


U   Impossible  to  estimate  individual  awards  because  each  state's  appropriation  is  based  upon 
the  number  of  children  under  age  18  residing  in  the  state,  §q4  (2)  a  percentage  of  the  amount 
of  non-Federal  dollars  the  State's  lead  agency  spent  on  CBFRS-type  services  in  the  preceding 
fiscal  year. 
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CHILD  WELFARE  SERVICES 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Alabama 

$5,327,002 

$5,253,371 

$5,253,371 

Alaska 

74o,Oll 

777,6lO 

777,010 

Arizona 

5,465,968 

5,300,533 

5,300,533 

Arkansas 

3,359,112 

3,354,736 

3,354,736 

California 

32760353 

33954776 

33954776 

Colorado 

3,935,064 

3,966,634 

3,966,634 

Connecticut 

2,154,333 

2,078,823 

2,078,823 

Delaware 

755,798 

689,110 

689,110 

District  of  Columbia 

345,615 

333,355 

333,355 

Florida 

13,707,525 

13,830,775 

13,830,775 

Georgia 

8,502,243 

8,494,135 

8,494,135 

Hawaii 

1,178,854 

1 ,209,604 

1,209,604 

Idaho 

1,735,501 

1,756,293 

1,756,293 

Illinois 

11,684,382 

11,654,430 

11,654,430 

Indiana 

6,696,868 

6,624,778 

6,624,778 

Iowa 

3,357,518 

3,315,595 

3,315,595 

3  011  fl51 

«  nnc  tee 
£,UUO,  /  OO 

•t  ftOfi  TKC 
0|UUO|f  9W 

Kentucky 

4,842,373 

4,815,041 

4,815,041 

Louisiana 

6,194,753 

6,025,778 

6,025,778 

Maine 

1,431,973 

1,445,502 

1,445,502 

Maryland 

4,358,066 

4,461,589 

4,461,589 

Maccarhiic^rtc 

ffKl99flUIIU9Vll9 

4  791  931 

A.  839  153 

A £39 153 

Michigan 

10,486,818 

10,136,048 

10,136,048 

Minnesota 

5,021,727 

4,922,024 

4,922,024 

Mississippi 

4,146,386 

4,058,280 

4,058,280 

Missouri 

5,998,462 

6,066,421 

6,066,421 

fVi  v/f  lual  la 

1  903  94fi 

1  909  J13£ 

1  9A9  ft3R 

Nebraska 

1,968,332 

1,995,124 

1,995,124 

Nevada 

1,516,117 

1,628,396 

1,628,396 

New  Hampshire 

1,151,892 

1,139,233 

1,139,233 

New  Jersey 

5,669,461 

5,689,028 

5,689,028 

New  Mexico 

2,541,391 

2,534,542 

2,534,542 

New  York 

14,807,681 

14,844,210 

14,844,210 

North  Carolina 

8,229,259 

8,194,172 

8,194,172 

North  Dakota 

891,093 

894,519 

894,519 

Ohio 

12,386,068 

12,018,186 

12,018,186 

Oklahoma 

4,310,067 

4,332,905 

4,332,905 

Oregon 

3,530,511 

3,588,798 

3,588,798 

Pennsylvania 

11,583,366 

11,535,525 

11,535,525 

Rhode  Island 

1,011,572 

995,156 

995,156 
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CHILD  WELFARE  SERVICES 


1997 

1998 

APPROPRIATION 

1999 

STATE 

ACTUAL 

ESTIMATE 

South  Carolina 

4,696,432 

4,621,046 

4,621,046 

ooutn  uaKotfl 

1,028,718 

1,030,279 

1,030,279 

Tennessee 

6,100,234 

5,969,696 

5,969,696 

Texas 

23,782,953 

44  A14  744 

23,932, 722 

44  044  744 

23,932,722 

Utah 

3,468,571 

3,480,997 

3,480,997 

Vermont 

702,548 

711,471 

711,471 

Virginia 

6,407,987 

6,455,976 

6,455,976 

Washington 

5,511,725 

5,689,116 

5,689,116 

West  Virginia 

2,250,630 

2,246,893 

2,246,893 

Wisconsin 

5,854,484 

5,752,149 

5,752,149 

Wyoming 

661,120 

671,805 

671,805 

Territories: 

American  Samoa 

187,820 

187,047 

187,047 

Guam 

340,004 

338,232 

338,232 

Northern  Marianas 

138,728 

138,277 

138,277 

Puerto  Rico 

7,787,207 

7,736,554 

7,736,554 

Virgin  Islands 

271,276 

269,955 

269,955 

Total  Territories 

8,725,035 

8,670,065 

8,670,065 

Total  Budget  Authority 

$291,989,000 

$291,989,000 

$291,989,000 
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DEVELOPMENTAL  DISABILITIES 
STATE  GRANTS 


1997 

1996 

1999 

STATE: 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Alabama 

$1,260,109 

$1,261,168 

$1,261,186 

Alaska 

402,406 

402,749 

402,749 

650,971 

661,697 

881  697 

Arkansas 

738  582 

736,209 

736,209 

Calif hnii> 

S  567  SS7 

W|*rvi  (Wf 

5,672,308 

8,672,306 

Colorado 

701,322 

701,920 

701.920 

Connecticut 

638,807 

636,048 

636,048 

402  406 

402,749 

402,749 

Diet  aTCaI 

VtmV,  Wf  vUl* 

402,406 

402,749 

402,749 

Florida 

2,733,407 

2,738,739 

2,738,739 

Georgia 

1,866,148 

1.887.498 

1,887.498 

Hawaii 

402,406 

402,749 

402,749 

Idaho 

402,406 

402,749 

402,749 

Illinois 

2,842,616 

2,844,686 

2,644,688 

Indiana 

1,402,641 

1,403,836 

1,403,838 

Iowa 

761,728 

762,378 

762,378 

Kansas 

884,697 

888.198 

868.198 

Kentucky 

1,168,678 

1,166,872 

1,166,872 

Louisiana 

1,353,600 

1,384,788 

1,384,786 

Maine 

402,406 

402,749 

402,749 

Maryland 

866,628 

887,388 

867,388 

Massachusetts 

1,230,410 

1,231,460 

1,231,460 

Michigan 

2,286,860 

2,286,806 

2,256,806 

Minnesota 

964,887 

965.379 

968,379 

Mississippi 

897,800 

696,866 

898,866 

Missouri 

1,269,274 

1,270,357 

1,270,387 

Montana 

402.406 

402.749 

402,749 

Nebraska 

407,680 

407,998 

407,998 

Nevada 

402,406 

402,749 

402,749 

New  Hampshire 

402,406 

402,749 

402,749 

New  Jersey 

1,429.429 

1,430,646 

1.430,648 

New  Mexico 

442.266 

442.663 

442,663 

New  York 

3.971.323 

3,974,711 

3.974.711 

North  Carolina 

1.739.381 

1,740^84 

1,740.834 

North  Dakota 

402.406 

402.749 

402,749 

Ohio 

2.746.776 

2,749,119 

2,749,119 

Oklahoma 

873.884 

874.300 

874,300 

Oregon 

672,936 

673,611 

673,611 

Pennsylvania 

2.977.683 

2,980.393 

2,980.393 

Puerto  Rico 

2,271.848 

2.273.483 

2,273,483 
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DEVELOPMENTAL  DISABILITIES 
STATE  GRANTS 


1997 

1998 

1999 

STATE: 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Rhode  Island 

402,406 

402,749 

402,749 

South  Carolina 

1,013,928 

1,014,793 

1,014,793 

South  Dakota 

402,406 

402,749 

402,749 

Tennessee 

1,381,773 

1,382,952 

1, 382^952 

Texas 

4,106,187 

4,109,691 

4,109,691 

Utah 

499,340 

499,766 

499,766 

V  CI IIIUIIl 

402  406 

402  749 

402  749 

Uirninia 

w  II  M II  HQ 

1  316  821 

1  |V  1  UfV4  1 

1  316  821 

Wachinrrtnn 

1  020  334 

1,021,204 

1 ,021 ,204 

Wsst  Virginia 

727,452 

728,073 

728,073 

lll^Wvl  1911 1 

1,229,561 

1  230  610 

1,230,610 

Wyoming 

402!406 

402,749 

402,749 

Total  States 

$63,847,569 

$63,902,036 

$63,902,036 

TERRITORIES: 

American  Samoa 

211,264 

211,444 

225,241 

Guam 

211,264 

211,444 

225,241 

Mariana  Islands 

211,264 

211,444 

225,241 

Palau 

110,375 

55,188 

Virgin  Islands 

211,264 

211,444 

225,241 

Total  Territories 

955,431 

900,964 

900,964 

Total  Budget  Authority 

$64,803,000 

$64,803,000 

$64,803,000 

1175 


DEVELOPMENTAL  DISABILITIES 
PROTECTION  AND  ADVOCACY 


STATE: 

1997 
ACTUAL 

1998 

APPROPRIATION 

1999 
ESTIMATE 

A  laKama 
MlaDdlilo 

$441  349 

S49A  'KOI 

ftA9ft  191 

Alaska 

255,842 

254,508 

254,508 

Arizona 

346,367 

349,299 

349,299 

Arlraneac 

259  425 

956  893 

9S6  893 

waiilUrilla 

2  223  153 

9  999  4AQ 

2  222  449 

voiorauo 

97ft  1Q4 

970  617 

9,00/ 

970  637 
CI  9, DO/ 

Connecticut 

262,338 

258,200 

258,200 

Delaware 

255,842 

254,508 

254,508 

UISI,  OT  OOI. 

2O4,0Uo 

rionaa 

4  ftTC  QC7 

1  061  099 

1  Dfil  099 

fine  1  ca 

eoi  f)60 
39<t,UDU 

cq4  nfin 

99<t,UDU 

Hawaii 

255,842 

254,508 

254,508 

Idaho 

255,842 

254,508 

254,508 

Illinois 

llllllwlo 

911  285 

891  013 

891  013 

Inrf  iana 
inula  lid 

509  368 

494  703 

494,703 

Iowa 

266  222 

256  199 

256  199 

Kansas 

255,842 

254^08 

254is08 

Kentucky 

407,834 

398,747 

398,747 

469,166 

456,346 

456  346 

Maine 

255  842 

254  508 

254,508 

Marvianrfl 
i*i  a  ■  y  lai  iu 

343  434 

33S  766 

W WW|  f  WW 

33S  766 

W WW|  f  WW 

Massachusetts 

453,535 

439,441 

439,441 

Michigan 

837,689 

805,829 

805,829 

Minnesota 

359  256 

349,758 

349,758 

Micciccinni 

|V|I99I99I|J|#I 

317  096 

307  891 

307,891 

Miecmiri 

451  182 

451  182 

Montana 

255,842 

254,508 

254!508 

Nebraska 

255,842 

254,508 

254,508 

nvvaua 

255  842 

254  508 

254,508 

Mpui  Hamnchirp 
itch  noi i ipai ill c 

255  842 

254  508 

254,508 

New  Jersey 

519,234 

794,584 

794,584 

New  Mexico 

255,842 

254,508 

254,508 

New  York 

1,391,552 

1,360,163 

1,360,163 

North  Carolina 

638,883 

628,419 

628,419 

North  Dakota 

255,842 

254,508 

254,508 

Ohio 

1,002,619 

968,100 

968,100 

Oklahoma 

308,643 

308,297 

308,297 

Oregon 

265,165 

264,661 

264,661 

Pennsylvania 

1,052,963 

1,026,338 

1,026,338 

Puerto  Rico 

804,919 

800,657 

800,657 
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DEVELOPMENTAL  DISABILITIES 
PROTECTION  AND  ADVOCACY 


1997 

1998 

1999 

STATE: 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Rhode  Island 

255,842 

254,508 

254,508 

South  Carolina 

368,355 

357,048 

357,048 

South  Dakota 

255,842 

254,508 

254,508 

Tennessee 

497,742 

483,586 

483,586 

Texas 

1,520,134 

1,523,272 

1,523,272 

Utah 

255,842 

254,508 

254,508 

Vermont 

255,842 

254,508 

254,508 

Virginia 

508,349 

499,846 

499,846 

Washington 

387,955 

390,561 

390,561 

west  Virginia 

277,142 

269,210 

OCA  14A 

269,210 

Wisconsin 

450,863 

437,727 

437,727 

Wyoming 

255,842 

254,508 

254,508 

Total  States 

25,430,515 

25,332,299 

25.332,299 

Tribes 

136,875 

136,161 

136,161 

Discretionary 

534,360 

670,521 

670,521 

Territories: 

American  Samoa 

136,875 

136,161 

144,755 

Guam 

136,875 

136,161 

144,755 

Mariana  Islands 

136,875 

136,161 

144,755 

Palau 

68,750 

34,375 

Virgin  Islands 

136,875 

136,161 

144,754 

Total  Territories 

616,250 

579,019 

579,019 

Total  Budget  Authority 

$26,718,000 

$26,718,000 

$26,718,000 

1177 


COMMUNITY  SERVICES  BLOCK  GRANT 


STATE 

1997 
ACTUAL 

1998 

APPROPRIATION 

1999 
ESTIMATE 

Alabama 

$8,967,105 

$8,993,217 

$9,042,721 

Alaska 

1,918,533 

1,932,295 

1,808,559 

Arizona 

3,992,634 

4,046,526 

4,073,103 

Arkansas 

6,649,169 

6,668,531 

6,704,992 

California 

43,606,611 

43,733,590 

43,980,603 

Colorado 

4,247,296 

4,259,664 

4,282,571 

Connecticut 

5,898,456 

5,915,632 

5,951,093 

Delaware 

2,602,160 

2,620,825 

2,453,000 

Dist  of  Col. 

8,034,024 

8,057,418 

8,099,706 

Florida 

14,212,249 

14,253,634 

14,333,511 

Georgia 

13,153,791 

13,192,094 

13,263,917 

Hawaii 

2,602,160 

2,620,825 

2,453,000 

Idaho 

2,556,846 

2,575,186 

2,410,283 

Illinois 

23,099,567 

23,166,832 

23,295,490 

Indiana 

7,120,113 

7,140,846 

7,180,891 

Iowa 

5,292,291 

5,307,702 

5,338,550 

Kansas 

3,991,366 

4,002,989 

4,023,938 

Kentucky 

8,243,850 

8,267,856 

8,316,453 

Louisiana 

11,479,841 

11,513,270 

11,581,779 

Maine 

2,599,823 

2,620,825 

2,591,530 

Maryland 

6,709,785 

6,729,324 

6,766,247 

Massachusetts 

12,188,589 

12,224,081 

12,293,272 

Michigan 

4  A  4  4  A  TOI 

18,110,783 

4  O  4  C  *>  C44 

18,163,521 

40  ICO  <9£A 

18,268,360 

Minnesota 

5,884,468 

5,901,603 

5,936,958 

Mississippi 

7,761,641 

7,800,217 

7,845,265 

Missouri 

13,531,478 

13,570,881 

13,645,578 

Montana 

2,435,770 

2,431,506 

2,275,805 

Nebraska 

3,408,515 

3,418,440 

3,439,665 

Nevada 

2,602,160 

2,620,825 

2,453,000 

New  Hampshire 

2,602,160 

2,620,825 

2,453,000 

New  Jersey 

13,396,257 

13,435,266 

13,513,646 

New  Mexico 

2,732,681 

2,740,638 

2,769,599 

New  York 

42,440,909 

42,564,494 

42,807,341 

North  Carolina 

12,821,936 

12,859,273 

12,933,640 

North  Dakota 

2,437,675 

2,489,443 

2,330,031 

Ohio 

19,061,573 

19,117,079 

19,224,434 

Oklahoma 

6,099,523 

6,119,115 

6,154,802 

Oregon 

3,898,988 

3,910,341 

3,930,629 

Pennsylvania 

20,702,882 

20,763,168 

20,883,012 

Puerto  Rico 

20,600,300 

20,660,287 

20,774,639 
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COMMUNITY  SERVICES  BLOCK  GRANT 

1997                         1998  1999 
STATE  ACTUAL        APPROPRIATION  ESTIMATE 


Rhode  Island 
South  Carolina 
South  Dakota 
Tennessee 
Texas 

2,703,166 
7,621,116 
2,316,449 
9,633,368 
23,847,197 

2,711,036 
7,843,016 
2,311,007 
9,661,420 
23,616,765 

2,726,929 
7,886,112 
2,163,022 
9,720,690 
23,747,829 

Utah 
Vermont 
Virginia 
Washington 
West  Virginia 

2,842,932 
2,602,160 
7,828,860 
6,730,882 
6,474,140 

2,861,172 
2,620,826 
7,681,667 
6,747,840 
6,490,081 

2,397,167 
2,453,000 
7,897,096 
5.781,964 
6,617,601 

Wisconsin 
Wyoming 

8,949,747 
2,602,160 

6,967,072 
2,620,828 

6.002,923 
2.483.000 

Total  States 

478,147,104 

479,731,800 

480,331,846 

Tribes 

3,048,082 

3,006,028 

2,909,164 

Discretionary 

2.602,160 

8,241,680 

4,906,000 

Territories: 
American  Samoa 
Guam 

Mariana  Islands 
Patau 

Virgin  Islands 
Total  Territories 

626,096 
891,608 
370,613 
197,641 
817,208 
2,602,160 

688,638 
620,812 
368,721 
98,821 
667,133 

637,706 
603,831 
378,063 

Prior  Year  Adj. 

3,203,494 

Total  Budget  Authority 

6469,600,000 

$490,600,000 

6490.600,000 
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COMMUNITY  FOOD  AND  NUTRITION 

1997  1998  1999 

STATE:  ACTUAL         APPROPRIATION  ESTIMATE  * 


Alabama 

$49,538 

$49,538 

Alaska 

4,500 

4,500 

Arizona 

33,470 

33,470 

Arkansas 

30,079 

30,079 

California 

291,866 

291,866 

Colorado 

30,197 

30,197 

Connecticut 

15,967 

15,967 

Delaware 

3,873 

3,873 

Diet,  of  Col. 

7,813 

7,813 

Florida 

125,719 

125,719 

Georgia 

65,808 

65,808 

Hawaii 

8,777 

8,777 

Idaho 

10,553 

10,553 

Illinois 

107,152 

107,152 

Indiana 

46,226 

46,226 

Iowa 

19,235 

19,235 

Kansas 

17,581 

17,581 

Kentucky 

40,470 

40,470 

Louisiana 

60,197 

60,197 

Maine 

10,632 

10,632 

Maryland 

33,122 

33,122 

Massachusetts 

42,269 

42,269 

Michigan 

86,415 

86,415 

Minnesota 

34,792 

34,792 

Mississippi 

42,235 

42,235 

Missouri 

46,495 

46,495 

Montana 

8,681 

8,681 

Nebraska 

10,772 

10,772 

Nevada 

9,057 

9,057 

New  Hampshire 

5,207 

5,207 

New  Jersey 

54,234 

54,234 

New  Mexico 

21,112 

21,112 

New  York 

172,886 

172,886 

North  Carolina 

54,952 

54,952 

North  Dakota 

5,403 

5,403 

Ohio 

86,365 

86,365 

Oklahoma 

30,740 

30.740 

Oregon 

20,266 

20,266 

Pennsylvania 

90,008 

90,008 

Puerto  Rico 

120,614 

120,614 
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COMMUNITY  FOOD  AND  NUTRITION 

1997  1998  1999 

STATE:  ACTUAL         APPROPRIATION  ESTIMATE* 


Rhode  Island 

5,335 

5,335 

soutn  Carolina 

37,152 

37,152 

South  Dakota 

5,845 

5,845 

Tennessee 

54,593 

54,593 

Texas 

186,169 

186,169 

Utah 

9,752 

9,752 

Vermont 

4,243 

4,243 

Virginia 

47,229 

47,229 

Washington 

33,733 

33,733 

West  Virginia 

21,661 

21,661 

Wisconsin 

30,208 

30.208 

Wyoming 

3,514 

3,514 

Total  States 

2,394,712 

2,394,712 

Discretionary 

1,600,000 

1,600,000 

Territories 

American  Samoa 

1,093 

1,093 

Guam 

1,026 

1,026 

Mariana  Islands 

555 

555 

Palau 

692 

692 

Virgin  Islands 

1,922 

1,922 

Total  Territories 

5,288 

10,576 

Total  Budget  Authority 

$4,000,000 

$4,000,000 

*  Funding  will  be  provided  through  the  Community  Services  Block  Grant  Funds. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
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CHILD  CARE  AND  DEVELOPMENT  BLOCK  GRANT 
For  carrying  sections  658A  through  658R  of  the  Omnibus  Budget 
Reconciliation  Act  of  1981   (The  Child  Care  and  Development  Block 
Grant  Act  of  1990)  ,   in  addition  to  amounts  already  appropriated 
for  fiscal  year   [1998,   $65,672,000]   1999,   $2,672,000;  and  to 
become  available  on  October  1,    [1998]    1999  and  remain  available 
through  September  30,    [1999,   $1,000,000,000:     Provided,   That  of 
funds  appropriated  for  each  of  fiscal  years  1998  and  1999, 
$19,120,000  shall  be  available  for  child  care  resource  and 
referral  and  school -aged  child  care  activities,   of  which  for 
fiscal  year  1998  $3,000,000  shall  be  derived  from  an  amount  that 
shall  be  transferred  from  the  amount  appropriated  under  section 
452  (j)   of  the  Social  Security  Act   (42  U.S.C.   652  (j))   for  fiscal 
year  1997  and  remaining  available  for  expenditure:  Provided 
further,   That  of  the  funds  provided  for  fiscal  year  1998, 
$50,000,000  shall  be  reserved  by  the  States  for  activities 
authorized  under  658G  of  the  Omnibus  Budget  Reconciliation  Act  of 
1981   (The  Child  Care  and  Development  Block  Grant  Act  of  1990) , 
such  funds  to  be  in  addition  to  the  amounts  required  to  be 
reserved  by  States  under  such  section  658G]   2000,  $1,002,672,000. 
(Department  of  Health  and  Human  Services  Appropriations  Act, 
1998  .  ) 


1-2 


1183 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 

Child  Care  and  Development  Block  Grant 
Amounts  Available  for  Obligation 


1997  1998  1999 

Actual  Appropriation  Estimate 

Appropriation : 

Annual                                   $13,000,000  $62,965,000  $2,672,000 

♦Standards  Enforcement 

Fund     ---  100,000,000 

♦Child  Care  Provider 

Scholarship  Fund       50,000,000 

♦Research  and 

Evaluation  Fund       30,000,000 

Advance 

Appropriation     937,000,000  1,000,000,000 

Subtotal ,  ad j  us ted 
appropriation   13,000,000         999,965,000  1,182,672,000 

Comparative  transfer 
from: 

Children's  Research  & 

Technical  Assistance..       6,120,000  2,707,000   

Subtotal,  adjusted 
budget  authority    19,120,000     1,002,672,000  1,182,672,000 

Unobligated  balance 
expiring         

Total  Obligations    $19,120,000  $1, 002, 672, 000$1, 182, 672, 000 

♦     Proposed  new  activities  under  the  Child  Care  and  Development 
Block  Grant  -  Discretionary  Funding  -  account. 
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SUMMARY  OF  CHANGES 

1998  Appropriation  -  •  $  65,672,000 

1998  Advance  for  1999   .   $1,000,000,000 

1999  Annual  Appropriation  _  $         2 .  672..  000 

Program  Level. ....  ...  .  .  $1,002,672,000 

1999  Annual  Appropriation  ^  .   .  ..  $1, 182  .  672  .  000 

Net  Change    ...^  +$180_ 000, 000 


1998  Appropriation        Chancre  from  Base 

Increase 
A.  Program 

1.  Increase  above  the 

Child  Care  &  Develop- 
ment Block  Grant 

Base   $65,672,000 

2 .  Increase  due  to  new 

programs   +$180,000,000 

Total  Increase    +$180,000,000 

Net  Change    +$180,000,000 
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Budget  Authority  by  Activity 


1997  1998  1999 

Actual  Appropriation  Estimate 

Advance 

appropriation....    937,000,000  1,000,000,000 

Ann.   appropriation      19,120,000  65,672,000  2,672,000 

Standards  Enforce- 
ment Fund       100,000,000 

Child  Care  Provider 
Scholarship  Fund.      50,000,000 

Research  &  Evalua- 
tion Fund       30,000,000 

Advance  appropriation 

for  2000                                 ---  ---  [1,002,672,000] 

Total,  budget 

authority                $19 , 120 , 000  a/  $1,002,672,000  $1,182,672,000 


a/     Of  the  $956,120,000  that  was  appropriated  in  FY  1997, 
$19,120,000  was  obligated  immediately  to  support  resource  and 
referral  programs  and  before  and  after-school  services.  The 
remainder  became  available  on  October  1,   1997  and  when  added  to 
the  FY  1998  funds  appropriated  by  Congress  provide  a  program 
level  of  $1,002,672,000. 
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Budget  Authority  by  Object 

Increase 

1998  1999  or 

Appropriation  Estimate  Decrease 

Advisory  &  assistance 
services   2,507,  000  2,507,000   

Grants,  subsidies 
and  contri- 
butions   1,000,165,000       1,180,165,000  +180,000,000 

Total,  budget 
authority  by 

object    1,002,672,000       1,182,672,000  +180,000,000 
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SIGNIFICANT  ITEMS  IN  HOUSE  AND  SENATE  APPROPRIATIONS 
COMMITTEE  REPORTS 


1998  Conference  Committee  Report  Language 

Item 

[Quality  of  care  for  infants]   --  The  Conferees  are  concerned 
about  the  inadequate  supply  of  quality  child  care  for  infants. 
Therefore,  the  agreement  includes  language  that  was  not  in  either 
bill  that  requires  the  States  to  utilize  $50,000,000  above  the 
amount  required  by  the  basic  law  for  activities  that  improve  the 
quality  of  child  care.     These  new  funds  should  supplement,  not 
supplant,  current  and  planned  activities  to  increase  the  supply 
of  quality  child  care  for  infants  and  toddlers. 

Action  Taken  or  to  be  Taken 

The  Child  Care  Bureau  is  complying  with  the  intent  of  Congress  to 
have  States  utilize  the  $50  million  appropriated  to  increase  the 
supply  of  quality  child  care  for  infants  and  toddlers.  The 
Bureau  is  undertaking  a  consultation  process  to  determine  the 
type  of  guidance  to  provide  the  States  in  their  use  of  these 
funds  for  the  intended  purpose.     It  is  anticipated  that  award  of 
these  funds  will  be  completed  by  March  31,  1998. 


1998  Senate  Appropriations  Committee  Report  Language 

Item 


[Use  of  transferred  funds]   --     The  bill  provides  that  $19,120,000 
of  the  amount  appropriated  shall  become  available  for  obligation 
on  October  1,   1998.     Of  this  amount,   $6,120,000  is  derived  by 
transfer,   the  same  as  in  the  fiscal  year  1997  enacted 
legislation.     The  Department  is  instructed  to  obligate  these 
funds  immediately  for  the  purpose  of  supporting  resource  and 
referral  programs  and  before  and  afterschool  activities 
previously  funded  under  the  dependent  care  block  grant.  The 
Committee  further  expects  that  these  funds  will  not  supplant 
current  funding  dedicated  to  resource  and  referral  and  school  age 
activities  provided  by  the  child  care  and  development  block 
grant .     The  Committee  strongly  encourages  States  to  address  the 
matters  of  before  and  afterschool  care  and  the  establishment  of 
resource  and  referral  programs  with  funds  provided  in  this 
program . 

Action  Taken  or  to  be  Taken 

The  Child  Care  Bureau  is  complying  with  the  intent  of  the 
Congress  by  obligating  $19.1  million  appropriated  for  resource 


1-7 


1188 


and  referral  and  school  age  child  care.     The  Bureau  will  send  a 
letter  of  instruction  to  the  States  on  how  to  obtain  their 
allocation  of  the  funds.     It  is  anticipated  that  awards  will  be 
completed  by  March  15,  1998. 
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APPROPRIATIONS  HISTORY  TABLE 
Child  Care  and  Development  Block  Grant 

Budget 

Estimate  House  Senate 

Year      To  Congress  Allowance  Allowance  Appropriation 

1992a/   744,925,000  850,000,000  838,000,000  $825,000,000 

1993b/   850,000,000  841,500,000  975,000,000  892,711,000 

1994c/    958,964,000  892,711,000  892,711,000  892,711,000 

1995d/l, 090, 662, 000  934,642,000  934,642,000  934,642,000 

1996  1,048,825,000  934,642,000  934 , 642 , 000e/  934,642,000 

1997  1,048,825,000  950,000,000  956,120,000  956 , 120 , OOOf / 

1998  65,672,000  937,000,000  963,120,000  1,002,672,000 

1999  1,182,672,000 

a/     Budget  estimate  to  Congress  included  $731,925,000  for  the 
Child  Care  and  Development  Block  Grant  and  $13,000,000  for 
Child  Care  Licensing  Improvement  Grants.     House  Allowance 
included  $825,000,000  for  the  Child  Care  and  Development 
Block  Grant  and  $25,000,000  for  Child  Care  Licensing 
Improvement  Grants.   Senate  allowance  included  $825,000,000 
for  the  Child  Care  and  Development  Block  Grant  and 
$13,000,000  for  Child  Care  Licensing  Improvement  Grants. 
Appropriation  did  not  include  funds  for  Child  Care  Licensing 
Improvement  Grants. 

b/     The  initial  appropriation  of  $900,000,000  was 

subsequently  reduced  as  a  result  of  mandated  cuts. 

c/     Budget  estimate  to  Congress  included  $932,711,000  for  the 

Child  Care  and  Development  Block  Grant,   $1,372,000  for  Child 
Development  Associate  Scholarships,   $11,942,000  for  Temporary 
Child  Care  and  Crisis  Nurseries  and  $12,93  9,000  for  Dependent 
Care  Planning  and  Development  Grants. 

d/     Budget  estimate  to  Congress  included  $1,090,662,000  for  the 
Child  Care  and  Development  Block  Grant,   $0  for  Child 
Development  Associate  Scholarships  and  $0  for  Dependent 
Care  Planning  and  Development  Grants.     House  and  Senate 
Allowance  included  $934,656,000  for  the  Child  Care  and 
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Development  Block  Grant  which  was  reduced  to  $934,642,000 
pursuant  P.L.  103-333.  In  addition,  Congress  separately- 
provided  $1,360,000  for  Child  Development  Associate 
Scholarships  and  $12,823,000  for  Dependent  Care  Planning  and 
Development  Grants.     The  comparable  appropriation  for  the 
consolidation  proposed  in  the  President's  budget  is 
$948,825,000. 

Senate  Committee  Mark. 

Of  the  $956,120,000  that  was  appropriated  in  FY  1997,  $19,120,000 
was  obligated  immediately  to  support  resource  and  referral 
programs  and  before  and  after- school  services.     The  remainder 
became  available  on  October  1,   1997  and  when  added  to  the  FY 
1998  funds  appropriated  by  Congress  provide  a  program  level  of 
$1,002,672,000. 
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Justification 
Child  Care  and  Development  Block  Grant 


1998 

Appropriation 


1999 
Estimate 


Increase 
or 

Decrease 


Child  Care  & 

Dev.  Block  Grant       65,672,000  2,672,000 

Standards  Enforce- 
ment Fund....^.  -    100,000,000 

Child  Care 

Scholarship  Fund...    50,0-00,  000 

Research  &  Evaluation 

Fund...  ^.                   ---  30,000,000 

Advance  Approp-         937,000,000  1,000,000,000 
riation 

Total,  budget 

authority  ....     $1,002,672,000  $1,182,672,000 


-63, 000, 0000 

+100, 000, 000 

+50, 000, 000 

+3t),  000,000 
+63, 000, 000 

+180, 000, 000 


[Advance  Appropriation 
for  FY  2000.  . 


[1,002,672,000] 


General  Statement 

The  Child  Care  and  Development  Block  Grant  was  created  by  the 
Omnibus  Budget  Reconciliation  Act  of  1990   (OBRA  1990) . 

The  Child  Care  and  Development  Block  Grant  makes  funds  available 
for  child  care  services  and  activities  to  improve  the 
availability,  accessibility,  and  af f ordability  of  child  care.  A 
minimum  of  four  percent  of  these  funds  is  set  aside  to  improve 
the  quality  and  availability  of  healthy  and  safe  child  care  for 
all  families.     Quality  activities  may  include,  but  are  not 
limited  to,   funding  resource  and  referral  services;  training, 
scholarship,  and  mentoring  efforts;  monitoring;  consumer 
education;  compensation  projects;  and  grants  and  loans  to  improve 
quality. 

Two  percent  of  the  funds  are  reserved  for  Indian  Tribes,  and  one 
half  of  one  percent  is  reserved  for  the  Territories." 
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Child  Care  and  Development  Block  Grant 

Authorizing  Legislation  -  Child  Care  and  Development  Block  Grant 
Act  of  1990  Section  5082  as  amended  by  Title  VI  of  the  Personal 
Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996. 


1997  1998 
Actual  Appropriation 

Request$19, 120, 000a/  $65,672,000 


1999 
Estimate 


Increase 
or 

Decrease 


$2,672,000  -63,000,000 


Advance 
Appropriation 


937,000,0000     1,000,000,000  +63,000,000 


a/     Of  the  $956,120,000  that  was  appropriated  in  FY  1997, 
$19,120,000  was  obligated  immediately  to  support  resource  and 
referral  programs  and  before  and  after-school  services.  The 
remainder  became  available  on  October  1,   1997  and  when  added  to 
the  FY  1998  funds  appropriated  by  Congress  provide  a  total 
program  level  of  $1,002,672,000. 


FY  1999  Authorization    $1,000,000,000 

Purpose  and  Method  of  Operations 

The  Child  Care  and  Development  Block  Grant,  along  with  the 
General  Child  Care  Entitlement  Program,  provides  grants  to 
States,   federally  recognized  Tribes  and  territories  for  the 
purposes  of  providing  low- income  families  with  financial 
assistance  for  child  care,   improving  the  quality  and  availability 
of  child  care,  and  for  establishing  or  expanding  and  conducting 
early  childhood  development  programs  and  before-  and  after-school 
programs . 

The  combined  discretionary  and  entitlement  child  care  activities 
will  allow  States  and  communities  to  use  resources  more 
effectively  and  responsively  to  meet  local  needs. 

Federal  funds  enable  States,   tribes  and  territories  to  provide 
grants,   contracts,  and  certificates  for  child  care  services  to 
low- income  families  with  a  parent  who  is  working  or  attending  a 
training  or  educational  program.     Certificates  allow  parents  to 
choose  from  a  broad  range  of  providers,   from  for-profit  centers 
to  a  neighbor's  or  relative's  home.     This  program  is  designed  to 
enable  low-income  families  to  remain  self-sufficient. 

Funds  for  this  program  are  allotted  to  each  State  based  upon  a 
formula  that  includes  the  relative  per  capita  income  of  each 
State,  each  State's  share  of  the  total  national  number  of 
children  under  the  age  of  5,  and  the  percentage  of  children 
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receiving  free  or  reduced  price  school  lunches  in  each  State.  Up 
to  two  percent  of  the  total  funding  is  reserved  for  Indian  Tribes 
and  up  to  one -half  of  one  percent  is  available  to  the 
territories. 

Comparable  funding  for  the  consolidated  Child  Care  and 
Development  Block  Grant  program,   including  funding  for  the  three 
predecessor  programs   (CCDBG,   CDA  Scholarship,   and  State  Dependent 
Care) ,   for  the  past  five  years,  has  been: 


1994   $906,952,000 

1995   $948,825,000 

1996   $934,642,000 

1997   $  19,120,000  a/ 

1998   $  65,672,000 


a/     Of  the  $956,120,000  that  was  appropriated  in  FY  1997, 
$19,120,000  was  obligated  immediately  to  support  resource  and 
referral  programs  and  before  and  after-school  services.  The 
remainder  became  available  on  October  1,   1997  and  when  added  to 
the  FY  1988  funds  appropriated  by  Congress  provide  a  total 
program  level  of  $1,002,672,000. 

Rationale  for  the  Budget  Request 

This  Administration  is  committed  to  making  work  pay,  because  work 
is  the  best  way  to  ensure  healthy  families  and  strong  children. 
Among  the  critical  elements  of  making  work  pay  are  the  key 
Presidential  commitments  of  the  past  five  years:     a  decent 
minimum  wage,  health  care  that  doesn't  disappear  when  parents 
change  jobs,   and  parental  leave  that  allows  parents  peace  of  mind 
at  the  birth  of  a  child  or  when  a  family  member  is  ill.     In  the 
FY  1999  request,  The  Administration  for  Children  and  Families 
proposes  to  build  on  that  record  of  commitment  to  America's 
working  families  by  taking  the  next  step  after  the  welfare  reform 
debate:     to  help  parents  fulfill  their  obligations  to  both  their 
work  and  their  children  through  a  major  initiative  to  support 
healthy,   safe  and  affordable  child  care  for  America's  working 
families . 

In  support  of  the  President's  Child  Care  Initiative,   in  FY  1999 
the  Administration  for  Children  and  Families  will  give  particular 
attention  and  support  to  programs  designed  to  support  and 
stabilize  working  families. 

The  Need 

Af f ordability  -  Affordable  and  adequate  child  care  remains  out  of 
the  reach  of  many  working  families.     While  the  average  family 
pays  about  7  percent  of  its  income  for  child  care,  child  care 
consumes  about  a  quarter  of  the  income  of  low- income  families  who 
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pay  for  care.     At  the  same  time,  waiting  lists  for  child  care 
assistance  for  these  families  continue  to  grow. 

Federal  child  care  assistance   (discretionary  and  entitlement)  in 
FY  1998  provides  $3.1  billion  in  direct  subsidies.  Although 
estimating  exact  need  for  assistance  can  be  difficult,   if  we 
consider  working  families  with  children  which  have  incomes  at  or 
below  200  percent  of  poverty,   in  FY  1995  we  met  only  about  10 
percent  of  the  need  for  child  care  assistance . 

Supply  -  Even  when  funds  are  available,  the  lack  of  adequate 
supply  leaves  many  families  without  access  to  care.  A  recent  GAO 
report  documents  the  need  for  more  child  care,  particularly  for 
infants  and  toddlers,   school-age  children  and  children  with 
disabilities.     This  situation  is  even  more  difficult  for  families 
working  night  shifts  due  to  the  lack  of  "odd  hour  care". 

Meeting  the  Needs 

Meeting  this  critical  need  calls  for  major  new  public  and  private 
investment  and  a  bold  comprehensive  approach  based  on  the 
following  principles: 

o  Child  care  is  critical  to  workforce  development  and  child 
development . 

o  The  quality  of  care  affects  school  readiness  and  academic 
achievement . 

o  A  broad  range  of  working  parents  need  some  assistance  in 
accessing  quality  affordable  care. 

o  The  quality  of  care  is  directly  related  to  the  investments 
made  in  programs  and  providers. 

o  All  segments  of  society:  parents,   schools,  employers, 
health  providers,  other  community  agencies,   states  and 
the  federal  government  must  be  involved  to  ensure  access 
to  adequate  care . 

The  funds  requested  in  FY  1999  for  child  care,  both  from  the 
discretionary  and  entitlement  accounts,  will  help  continue  ACF's 
commitment  to  providing  resources  which  allow  families  to  become 
and  continue  to  be  self-sufficient,  productive  members  of 
society. 
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Name  of  Program:     Child  Care  &  Development  Block  Grant 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual  Appropriation  Estimate 

Service  Grants: 

Formula                       $19,120,000  $1,000,165,000  $1,000,165,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical    2,507,000  2,507,000 

Assistance 

Evaluation       

Program  Support       

Other       


TOTAL  PROGRAM     $19 , 120 , 000a/  $1,002,672,000  $1,002,672,000 


Number  of  Applicants  302  325  325 

Number  of  Grants  289  299  299 

New  Starts: 
$ 

Continuations: 


#  289  299  299 
$  19,120,000     1,000,165,000  1,000,165,000 

Contracts : 

#  ---2  2 
$  ---             2,507,000  2,507,000 


&/    Of  the  $956,120,000  that  was  appropriated  in  FY  1997,  $19,120,000 
was  obligated  immediately  to  support  resource  and  referral  programs  and 
before  and  after-school  services.    The  remainder  became  available  on 
October  1,  1997  and  when  added  to  the  FY  1998  funds  appropriated  by 
Congress  provide  a  total  program  level  of  $1,002,672,000. 
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Standards  Enforcement  Fund 

Authorizing  Legislation:     Additional  legislation  is  required. 

Increase 

1997  1998  1999  or 

Actual  Appropriation  Request  Decrease 

    $100,000,000  +$100,000,000 

FY -1999  Authorization:     Legislation  is  required. 

Purpose  and  Method  of  Operations 

The  purpose  of  this  program  is  to  provide  States  with  grants  that 
will  help  improve  State  licensing  systems  and  enforce  State  child 
care  health  and  safety  standards  in  order  to  more  adequately 
address  the  health  and  safety  of  child  care  programs  for  children 
and  families  in  all  States  across  the  nation. 

Rationale  for  the  Budget  Request 

Recent  research  suggests  that  responsive,  high  quality  child  care 
is  not  only  comforting  for  a  child  but  it  is  critical  to  healthy 
development.     Children  cannot  be  left  in  substandard  child  care 
programs  for  several  hours  a  day,   five  days  per  week,   fifty  weeks 
a  year  and  achieve  the  kind  of  cognitive  and  language  development 
that  would  be  possible  in  a  nurturing,   high  quality  program. 
Studies  suggest  that  children  who  receive  warm  and  sensitive 
caregiving  are  more  likely  to  trust  caregivers,   to  enter  school 
ready  and  eager  to  learn  and  to  get  along  well  with  other 
children. 

Unfortunately,  quality  child  care  is  often  the  exception,  not  the 
rule,  particularly  for  low  income  working  families.     In  1995  a 
four  state  study  of  child  care,   for  example,   found  that  only  one 
in  seven  centers  was  rated  good.     One  of  the  vital  ingredients  to 
improving  quality  is  providing  States  the  assistance  necessary  to 
allow  them  to  hold  child  care  providers  accountable  to  meeting 
the  state  standards  under  which  they  are  operating  and,   at  a 
minimum,   assure  child  care  providers  operate  programs  meeting  all 
State  health  and  safety  requirements .     Too  many  programs 
currently  are  not  merely  low  quality  but  are,   often,   unsafe.  A 
study,   for  example,   conducted  in  1994  by  the  Department  of  Health 
and  Human  Services  Inspector  General's  Office  point  to  serious 
problems  in  many  child  care  centers,   finding,   for  example,  more 
than  1,200  violations  at  169  child  care  facilities  in  five 
states.     Among  the  hazards  found  were  fire  code  violations,  toxic 
chemicals,   playground  hazards  and  unsanitary  conditions.  In 
addition,   research  and  experience  in  the  military's  child  care 
system  show  that  diligent  enforcement  of  standards  dramatically 
improves  quality. 
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Therefore,  to  improve  the  ability  of  States  to  better  enforce 
their  own  standards  and  assure  healthy  and  safe  child  care 
environments,  the  Administration  for  Children  and  Families  is 
requesting  $100,000,000  to  assist  States  promote  accreditation, 
meet  standards,  increase  unannounced  inspections  of  child  care 
settings,  and  otherwise  ensure  the  health  and  safety  of  all 
children  in  child  care. 
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Name  of  Program:     Standards  Enforcement  Fund 


Program  Data: 


FY  1997  FY  1998 

Actual  Appropriation 


FY  1999 
Estimate 


Service  Grants: 
Formula 


$100, 000, 000 


Discretionary       

Research       

Demonstration       

Development       

Training/Technical       

Assistance 

Evaluation       

Program  Support       

Other  ---   

TOTAL  PROGRAM  ---  ---  $100,000,000 

Number  of  Applicants      52 

Number  of  Grants      52 

New  Starts : 


# 
$ 


52 

100, 000, 000 


Continuations : 
# 
$ 


Contracts : 
# 
$ 
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Child  Care  Provider  Scholarship  Fund 

Authorizing  Legislation:     Additional  legislation  is  required. 

Increase 

1997  1998  1999  or 

Actual  Appropriation  Request  Decrease 

  ---  $50,000,000  +$50,000,000 

FY  .1999  Authorization:     Legislation  is  required. 

Purpose  and  Method  of  Operations 

In  support  of  ACF's  goal  to  support  healthy,   safe  and  affordable 
child  care  for  America's  working  families,   this  program  will 
provide  grants  to  States  to  support  scholarships  for  students 
working  toward  a  child  care  credential,   resulting  in -improved 
training  and  compensation  of  the  child  care  work  force. 

Rationale  for  the  Budget  Request 

Recent  research  suggests  that  responsive,  high  quality  child  care 
is  not  only  comforting  for  a  child  but  it  is  critical  to  healthy 
development.     Children  cannot  be  left  in  substandard  child  care 
programs  for  several  hours  a  day,   five  days  per  week,   fifty  weeks 
a  year  and  achieve  the  kind  of  cognitive  and  language  development 
that  would  be  possible  in  a  nurturing,   high  quality  program. 
Studies  suggest  that  children  who  receive  warm  and  sensitive 
caregiving  are  more  likely  to  trust  caregivers,   to  enter  school 
ready  and  eager  to  learn  and  to  get  along  well  with  other 
children. 

Unfortunately,   quality  child  care  is  often  the  exception,  not  the 
rule,  particularly  for  low  income  working  families.     One  of  the 
vital  ingredients  to  improving  quality  is  helping  assure  that 
child  care  programs  can  attract  and  retain  high  quality, 
competent  staff.     Child  care  staff  today  are,    in  general,  poorly 
paid,   earning  between  $7-8  per  hour  and  often  receiving  few,  if 
any,    fringe  benefits.     Turnover  rates  are  very  high  -  42%  of 
staff  leave  the  program  each  year.     This  high  turnover  has 
significant  impacts  on  quality  as  more  than  2/5  of  a  program's 
staff  are  new  each  year,   lacking  experience  and  often  in  need  of 
training.     Children  do  not  receive  the  kind  of  long  term,  stable 
nurturing  caregiver  relationships  that  are  shown  to  be  the  most 
effective  for  a  child's  growth. 

Therefore,   to  improve  the  quality  of  child  care  the 
Administration  is  proposing  to  increase  the  number  of  workers 
trained  in  the  field  of  child  care  and  to  improve  the  quality  of 
training  provided.     In  support  of  this  effort,    $50,000,000  is 
requested  for  FY  1999  to  support  up  to  50,000  scholarships. 
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Eligible  child  care  workers  must  commit  to  remaining  in  the  field 
for  at  least  one  year  for  each  year  of  assistance  received  and 
will  earn  increased  compensation  or  bonuses  when  they 
successfully  complete  their  course  work. 
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Name  of  Program:     Child  Care  Provider  Scholarship  Fund 


Program  Data: 


FY  1997 
Actual 


FY  1998 
Appropriation 


FY  1999 
Estimate 


Service  Grants: 
Formula 


$50, 000, 000 


Discretionary       

Research       

Demonstration       

Development       

Training/Technical       

Assistance 

Evaluation       

Program  Support       

Other       

TOTAL  PROGRAM  ~  ~  $50,000,000 

Number  of  Applicants      52 

Number  of  Grants      52 

New  Starts: 


$ 


52 

50, 000, 000 


Continuations : 
# 
$ 


Contracts : 
# 
$ 
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Child  Care  Research  and  Evaluation  Fund 

Authorizing  Legislation:     Additional  legislation  is  required. 

Increase 

1997  1998  1999  or 

Actual  Appropriation  Request  Decrease 

    $30,000,000  +$30,000,000 

FY  1999  Authorization:     Legislation  is  required. 

Purpose  and  Method  of  Operations 

In  support  of  ACF's  goal  to  support  healthy,   safe  and  affordable 
child  care  for  America's  working  families,   this  program  will 
support  research,  data  collection,  and  evaluation  activities 
designed  to  increase  consumer  education,   innovation  and  data 
collection  to  more  effectively  develop  a  child  care  system  for 
the  21st  Century. 

Rationale  for  the  Budget  Request 

There  are  currently  limited  data  available  to  help  child  care 
policy  makers  make  decisions  about  how  to  best  use  their  limited 
resources .     There  is  no  dedicated  source  of  funding  in  CCDBG  for 
child  care  research  or  for  developing  innovative  child  care 
strategies  for  the  future.     A  research  and  demonstration 
initiative  will  be  able  to  develop  critically  needed  information 
for  and  about  parents,  child  care  providers  and  children  -  the 
availability,   cost  and  quality  of  community  child  care  options 
and  how  work,   family  and  child  care  trends  are  changing. 

Increasing  our  knowledge  of  what  child  care  systems  work  best, 
and  disseminating  that  knowledge  throughout  the  country  is  an 
important  step  in  improving  the  quality  of  care  provided  to  our 
children.     For  FY  1999,   $30,000,000  is  requested  to  support: 

o    Research  on  low- income  child  care. 

o    Innovations  in  the  use  of  technology  to  encourage 

distance  learning  and  interactive  computer  programs  as 
part  of  child  care  teacher  preparation. 

o    Demonstration  projects  to  test  approaches  that  help  new 
parents  who  choose  to  stay  home  to  care  for  their 
newborns  or  newly  adopted  children,  as  well  as  projects 
on  child  care  issues  that  could  benefit  other 
communities . 

o    A  national  center  on  child  care  statistics. 
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o    A  child  care  hotline  that  parents  can  call  to  get 

information  about  child  care  resource  and  referral  in 
their  communities,  and  how  to  identify  appropriate, 
quality  care  for  their  children. 
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Name  of  Program:     Research  and  Evaluation  Fund 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual        Appropriation  Estimate 

Service  Grants: 

Formula       

Discretionary       

Research      $14,000,000 

Demonstration      3,000,000 

Development      2,400,000 

Training/Technical      8,400,000 

Assistance 

Evaluation      2,200,000 

Program  Support       

Other                                         —    — 


TOTAL  PROGRAM  ---  ---  $30,000,000 

Number  of  Applicants       

Number  of  Grants      58 

New  Starts: 

#  ---  ---  58 

$  ---  ---  27,800,000 

Continuations : 
# 

Contracts : 

#  ---  ---  2 

$  ---  ---  2,200,000 
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CHILD  CARE  AND  DEVELOPMENT  BLOCK  GRANT 


STATE 

1997 
ACTUAL 

1998 

APPROPRIATION 

1999 
ESTIMATE 

Alabama 

$387,923 

$20,593,905 

$20,593,905 

Alaska 

36,551 

2,021,608 

2,021,608 

Arizona 

•>CA  ft71 
J94,0 1 0 

40  C4 x;  799 
19,919,/  m 

40.  799 

Arkansas 

228,046 

11,960,652 

11,960,652 

California 

2,309,333 

122,763,435 

122,763,435 

Colorado 

212,013 

10,998,134 

10,998,134 

Connecticut 

138,495 

7,264,636 

7,264,636 

ueiaware 

An  Attn 

tHtt*tOV 

1,99/  ,9Da 

4  Q<7  CA9 

Dist.  of  Col. 

37,945 

1,884,819 

1,884,819 

Florida 

959,382 

50,751,015 

50,751,015 

Georgia 

616,462 

32,551,888 

32,551,888 

Hawaii 

70,207 

3,871,676 

3,871,676 

IHahss 

loano 

Oft  4  A* 
90,  109 

C  <|Q4  QA4 
9,191,941 

9,191 ,941 

Illinois 

722,812 

37,797,115 

37,797,115 

Indiana 

346,312 

18,211,939 

18,211,939 

Iowa 

176,925 

9,058,703 

9,058,703 

Kansas 

170,590 

8,895,411 

8,895,411 

Kentucky 

XA1  QCft 
J4J,90U 

47  079  COO 

47  079  £R9 
1  /  ,9/  £,00£ 

Louisiana 

511,455 

26,129,877 

26,129,877 

Maine 

74,248 

3,961,721 

3,961,721 

Maryland 

253,107 

13,421,029 

13,421,029 

Massachusetts 

275,953 

13,754,392 

13,754,392 

Mirhinan 

micnigan 

cen  4t\A 
3BV|  1  W# 

97  QC7  fini 
4/  ,99/  ,OUl 

97  0*17  fiiM 
£/  ,99/  ,OUl 

Minnesota 

258,476 

13,120,239 

13,120,239 

Mississippi 

332,775 

17,087,385 

17,087,385 

Missouri 

349,413 

18,336,019 

18,336,019 

Montana 

61,584 

3,216,517 

3,216,517 

Mahnska 
NeDFBSKa 

lUO,l*tU 

C  fiftfi  ^9 
9,OUO,JJ£ 

c  eaa  ««9 

Nevada 

79,245 

4,566,171 

4,566,171 

New  Hampshire 

49,208 

2,545,814 

2,545,814 

New  Jersey 

357,319 

18,837,558 

18,837,558 

New  Mexico 

181,090 

9,450,672 

9,450,672 

New  York 

1,102,132 

57,503,407 

57,503,407 

North  Carolina 

539,619 

28,179,285 

28,179,285 

North  Dakota 

44,589 

2,342,232 

2,342,232 

Ohio 

673,232 

33,766,187 

33,766,187 

Oklahoma 

292,013 

15,158,033 

15,158,033 

Oregon 

191,179 

10,168,335 

10,168335 

Pennsylvania 

627,075 

32,847,209 

32,847,209 

Puerto  Rico 

478,304 

23,429,853 

23,429,853 
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CHILD  CARE  AND  DEVELOPMENT  BLOCK  GRANT 

1997  1998  1999 

STATE  ACTUAL   APPROPRIATION  ESTIMATE 


Rhode  bland 

52,154 

2,622,107 

2,622,107 

South  Carolina 

4.44  444 

347,371 

44  OVA  £A4 

44  04A  CA4 

17,87U,oU1 

South  Dakota 

60,465 

3,137,130 

3,137,130 

Tennessee 

499,009 

911  CtAA  744 
*U,944,/  77 

4ft  AAA  444 
ZU,044,/77 

Texas 

1,781,281 

94,715,629 

94,715,629 

Utah 

180,116 

9,484,658 

9,484,658 

Vermont 

49  Q7ft 

4  74  fi  A4fi 

l,/1o,U2o 

4  44  S  ft9fi 

Virginia 

369,175 

19,525,154 

19,525,154 

Washington 

304,896 

16,564,512 

16,564,512 

West  Virginia 

147,975 

7,618,093 

7,618,093 

Wisconsin 

286,090 

14,853,527 

14,853,527 

Wyoming 

31,188 

1,693,392 

1,693,392 

Total  States 

18,642,000 

975,098,520 

975,098,520 

Tribes 

382,400 

20,053,440 

20,053,440 

Technical  Assistance 

2,506,680 

2,506,680 

Territories: 

American  Samoa 

18,765 

984,044 

984,044 

Guam 

40,749 

2,136,956 

2,136,956 

Mariana  Islands 

11,172 

585,868 

585,868 

Patau 

Virgin  Islands 

24,914 

1,306,492 

1,306,492 

Total  Territories 

95,600 

5,013,360 

5,013,360 

Total  Budget  Authority 

$19,120,000 

$1,002,672,000 

$1,002,672,000 
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STANDARDS  ENFORCEMENT  FUND 

1997  1998  1999 


STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Alabama 

- 

- 

$2,111,982 

Alaska 

207,323 

Arizona 

2,001,410 

Arkansas 

_ 

_ 

1,226,610 

California 

_ 

12,589,849 

Colorado 

- 

- 

1,127,900 

Connecticut 

745,016 

Delaware 

z 

200,755 

Dist  of  Col. 

_ 

193,295 

Florida 

_ 

_ 

5,204,706 

Georgia 

- 

- 

3,338,318 

Hawaii 

397,055 

Idaho 

z 

z 

532,453 

Illinois 

_ 

_ 

3,876,236 

Indiana 

_ 

1,867,702 

Iowa 

- 

- 

929,004 

Kansas 

912,258 

Kentucky 

1,843,166 

Louisiana 

_ 

_ 

2,679,717 

Maine 

_ 

_ 

406,289 

Maryland 

- 

- 

1,376,377 

Massachusetts 

1,410,564 

Michigan 

z 

z 

2,867,177 

Minnesota 

_ 

_  " 

1,345,530 

Mississippi 

_ 

1,752,375 

Missouri 

- 

- 

1,880,427 

Montana 

AAA  AAA 

329,866 

Nebraska 

575,155 

Nevada 

_ 

_ 

468,278 

New  Hampshire 

_ 

_ 

261,083 

New  Jersey 

_ 

_ 

1,931,862 

New  Mexico 

969,202 

New  York 

5,897,189 

North  Carolina 

2,889,891 

North  Dakota 

240,205 

Ohio 

3,462,849 

Oklahoma 

1,554,513 

Oregon 

f,042,801 

Pennsylvania 

3,368,604 

Puerto  Rico 

2,402,819 
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STANDARDS  ENFORCEMENT  FUND 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Rhode  Island 

- 

- 

268,907 

South  Carolina 

- 

- 

1,832,697 

aouui  umou 

<>& l,#  44 

mm 

mm 

2,117,199 

Texas 

- 

9,713,442 

Utah 

972,687 

vennont 

47ft  4 OA 

Virginia 

-  . 

- 

2,002,378 

Washington 

1,698,753 

West  Virginia 

781,264 

Wisconsin 

1,623,285 

Wyoming 

173,664 

Total  States 

100,000,000 

Total  Budget  Authority 

$100,000,000 
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CHILD  CARE  PROVIDER  SCHOLARSHIP  FUND 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Alabama 

— 

_ 

$1,055,991 

Alaska 

- 

- 

103,662 

Arizona 

A  AAA  7AC 

Arkansas 

_ 

_ 

613,305 

California 

- 

— 

6,294,925 

Colorado 

- 

- 

563,950 

Connecticut 

- 

- 

372,508 

Dataware 

lUU,Or  o 

Dist.  of  Col. 

_ 

_ 

96,648 

Florida 

- 

- 

2,602,353 

Georgia 

- 

— 

1,669,159 

Hawaii 

- 

- 

198,527 

laano 

Illinois 

_ 

— 

1,938,118 

Indiana 

- 

— 

933,851 

Iowa 

— 

— 

464,502 

Kansas 

- 

- 

456,129 

921,583 

Louisiana 

_ 

1,339i858 

Maine 

_ 

•  ■  — 

203,145 

Maryland 

— 

688,188 

Massachusetts 

- 

- 

705,282 

Michigan 

1  433  589 

Minnesota 

_ 

_ 

672,765 

Mississippi 

- 

- 

876,188 

Missouri 

- 

— 

940,214 

Montana 

- 

- 

164,933 

Nebraska 

Nevada 

_ 

_ 

234,139 

New  Hampshire 

- 

- 

130,541 

New  Jersey 

- 

- 

965,931 

New  Mexico 

- 

— 

484,601 

New  York 

2,948,595 

North  Carolina 

1,444,946 

North  Dakota 

120,102 

Ohio 

1,731,424 

Oklahoma 

777,256 

Oregon 

521,400 

Pennsylvania 

1,684,302 

Puerto  Rico 

1,201,410 
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CHILD  CARE  PROVIDER  SCHOLARSHIP  FUND 


4QQ7 

199/ 

4QQQ 
1990 

4  OQQ 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Rhode  Island 

_ 

_ 

134,453 

South  Carolina 

- 

- 

916,348 

South  Dakota 

160,862 

Tennessee 

1,058,600 

Texas 

- 

- 

4,856,721 

Utah 

_ 

_ 

486,344 

Vermont 

88,095 

Virginia 

1,001,189 

Washington 

849,376 

West  Virginia 

390,632 

Wisconsin 

761,642 

Wyoming 

86,832 

Total  States 

50,000,000 

Total  Budget  Authority 


$50,000,000 


1212 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Refugee  and  Entrant  Assistance 


FY  1999  Budget  Page 
Appropriation  language  and  explanation  of  language  changes     .  J-2 

Amounts  available  for  obligation    J-3 

Summary  of  changes  J-4 

Budget  authority  by  activity  J- 5 

Budget  authority  by  object    J-6 

Significant  Items  in  House  and  Senate  Appropriations 

Committee  Reports    J-7 

Authorization  legislation   J- 10 

Appropriation  history  table  J- 11 

Justification : 

A.  General  Statement    J-12 

B.  Transitional  and  Medical  Services    J-16 

C.  Social  Services  J-20 

D.  Preventive  Health    J-24 

E.  Targeted  Assistance    J-26 

F.  State  Tables  J-29 
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REFUGEE  AND  ENTRANT  ASSISTANCE 


For  making  payments  for  refugee  and  entrant  assistance 
activities  authorized  by  title  IV  of  the  Immigration  and 
Nationality  Act  and  section  501  of  the  Refugee  Education 
Assistance  Act  of  1980    (Public  Law  96-422),  $415^000,-000. 
[Provided,  That  funds  appropriated  pursuant  to  section  414 (a)  of 
the  Immigration  and  Nationality  Act  under  Public  Law  104-134  for 
fiscal  year  1996  shall  be  available  for  the  costs  of  assistance 
provided  and  other  activities  conducted  in  such  year  and  in 
fiscal  years  1997  and  1998.]    (Department  of  Health  and  Human 
Services  Appropriaiton  Act,  1998) 

[Refugee  Resettlement  Assistance] 

[For  necessary  expenses  for  the  targeted  assistance  program 
authorized  by  title  IV  of  the  Immigration  and  Nationality  Act  and 
section  501  of  the  Refugee  Education  Assistance  Act  of  1980  and 
administered  by  the  Office  of  Refugee  Resettlement  of  the 
Department  of  Health  and  Human  Services,   in  addition  to  amounts 
otherwise  available  for  such  purposes,   $5,000,000.]  (Foreign 
Operations,  Export  Financing,  and  Related  Programs  Appropriations 
Act,  1997.) 
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Appropri - 
ation: 

Annual .... 

Reappropri' 
ation. . . 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Refugee  and  Entrant  Assistance 
Amounts  Available  for  Obligation 


1997 
Actual  a/ 


$417, 076, 000 
9,536,460 


1998 
Policy  a/ 


$420, 000, 000 
3,314,329 


1999 
Estimate 


$415, 000, 000 


Transferred 
to  other 
accounts 

New  budget 
authority. 

Unobligated 
balance, 
start  of 
year  

Unobligated 
balance, 
end  of  year 

Unobligated 
balance , 
lapsing. . . 


1, 950, 000 


424, 662,460 


2, 332, 000 


-2,332, 000 


423,314,329  415,000,000 


2,332,000 


-2,332,000 


2,332,000 


•2,332,000 


Total, 

Obligations  $424,662,460 


$423,314,329 


$415, 000, 000 


a/  Includes  $5  million  for  Targeted  Assistance  made  available 
under  the  Foreign  Operations  appropriation. 


J-3 


1215 


SUMMARY  OF  CHANGES 


1998  Enacted 

1999  Request 


$423,314,329  a/ 
$415, 000, 000 


Net  change 


-$8,314,329 


1998  Current 
Estimate  Base    Change  from  Base 


Program: 
Decreases : 

A.     Transitional  and 
Medical  Services  - 
to  provide  8  months  of 
services  without  carryover 

balances   234,012,329  -$3,314,329 


Total  decreases   -$3,314,329 

B.  Targeted  Assistance  - 

To  exclude  funds  under  the 
Foreign  Operations 

appropriation  54,477,000  -$5,000,000 

Total  Decreases  -$8,314,329 


a/  Includes  a  reappropriation  of  $3,314,329  in  unobligated  FY 
1996  balances,  and  $5  million  for  Targeted  Assistance  made 
available  to  ORR  under  the  Foreign  Operations  appropriation. 
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Budget  Authority  by  Activity 


1997  1998  1999 

Actual  Appropriation  Estimate 


1.  Transitional 

and  Medical 

Services         $254,088,460  a/  $234,012,329  b/  $230,698,000 

2.  Social 

Services.         110,882,000  129,990,000  129,990,000 

3 .  Preventive 

Health...  4,835,000  4,835,000  4,835,000 

4 .  Targeted 

Assistance  c/  54,857,000  54,477,000  49,477,000 


Total,  Budget 

Authority....        $424,662,460  a/  $423,314,329  b/  $415,000,000 

a/  Includes  $9,536,460  in  reappropriated  prior  year  funds,  and 
reflects  a  transfer  of  $1,950,000  to  other  Department  operating 
divisions . 


b/  Includes  a  reappropriation  of  $3,314,329  in  unobligated  FY 
1996  balances. 

c/  Includes  $5,000,000  in  FY  1997  and  1998,  made  available  to  ORR 
under  the  Foreign  Operations  appropriation. 


J-5 


1217 


Medical  Care 


Budget  Authority  by  Object 


1998 
Actual 


1999 
Enacted 


Increase 
or 

Decrease 


Travel  and 
Transport at  ion 
of  Persons .... 


106,000  a/ 


106,000  a/ 


Advisory  and 

Assistance 

Services 


2, 305, 000 


2, 305, 000 


Grants, 
subsidies,  and 
contribu- 
tions 


420,903,329b/  412,589,000 


$8, 314, 329 


Total, 
budget 

authority  by 

object....       $423,314,329  b/       $415,000,000  -$8,314,329 


a/    To  be  used  for  monitoring  activities. 

b/     Includes  a  reappropriat ion  of  $3,314,329  in  unobligated  FY 
1996  balances  and  $5,000,000  for  Targeted  Assistance,  made 
available  to  ORR  under  the  Foreign  Operations  appropriation. 
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SIGNIFICANT  ITEMS  IN  HOUSE  AND  SENATE  APPROPRIATIONS 
COMMITTEE  REPORTS 

1998  Conference  Committee  Report  Language 

Item 

House  Directives  --  The  Conferees  intend  that  ORR  comply  with  the 
directives  in  the  House  report  regarding  communities  with  large 
concentrations  of  refugees  whose  cultural  differences  make 
assimilation  especially  difficult,   refugees  and  communities 
impacted  by  recent  changes  in  Federal  assistance  programs 
relating  to  welfare  reform,   and  Cuban  and  Haitian  entrants  and 
refugees . 

Action  Taken  or  to  be  Taken 

The  Office  of  Refugee  Resettlement  intends  to  comply  with  House 
directives . 


Senate  Directives  --  The  Conferees  intend  that  ORR  comply  with 
the  Senate  directive  regarding  the  Voluntary  Agency  Grant 
program. 


Action  Taken  or  to  be  Taken 

The  Office  of  Refugee  Resettlement  intends  to  comply  with  Senate 
directives . 


1998  House  Appropriations  Committee  Report  Language 

Item 

Social  Services  --  The  Committee  agrees  that  $19  million  is 
available  for  assistance  to  service  communities  affected  by  the 
Cuban  and  Haitian  entrants  and  refugees  whose  arrivals  in  recent 
years  have  increased. 

The  Committee  has  set -aside  $16  million  for  increased  support  to 
communities  with  large  concentrations  of  refugees  whose  cultural 
differences  make  assimilation  especially  difficult  justifying  a 
more  intense  level  and  duration  of  Federal  assistance. 

Finally,  the  Committee  has  set-aside  $14  million  to  address  the 
needs  of  refugees  and  communities  impacted  by  recent  changes  in 
Federal  assistance  programs  relating  to  welfare  reform. 
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The  Committee  urges  ORR  to  assist  refugees  at  risk  of  losing,  or 
who  have  lost,  benefits  including  SSA,  TANF  and  Medicaid,  in 
obtaining  citizenship.       In  addition,  ORR  may  initiate  planning 
grants  to  create  alternative  cash  and  medical  assistance  programs 
for  refugees. 

The  Committee  recommends  that  ORR  give  special  consideration  in 
allocating  grant  funding  to  applicants  providing  rehabilitation 
services  for  victims  of  physical  and  mental  torture ...  and 
requests  that  ORR  be  prepared  to  testify  regarding  its  activities 
in  support  of  victims  of  torture  during  the  fiscal  year  1999 
budget  hearings . 

Action  Taken  or  to  be  Taken 

The  Office  of  Refugee  Resettlement  intends  to  comply  with  the 
set -asides  prescribed  by  the  House;  will  do  all  that  it  can  to 
assist  refugees  at  risk  of  losing,  or  who  have  lost,  benefits 
including  SSA,   TANF  and  Medicaid,   in  obtaining  citizenship;  and 
will  assure  that  applicants  providing  services  to  victims  of 
physical  and  mental  torture  will  receive  special  consideration  in 
grant  funding.     Testimony  regarding  these  activities  will  be 
provided  upon  request . 

1998  Senate  Appropriations  Committee  Report  Language 

Item 

Voluntary  Agency  Program  --    The  Committee  is  aware  of  the 
valuable  work  the  Voluntary  Agency  Assistance  Program  is  doing  to 
resettle  immigrants,   especially  Russian  Jews,   in  the  United 
States... and  expects  $39,000,000  will  be  used  to  support  grants 
for  the  Voluntary  Agency  Program. 

Action  Taken  or  to  be  Taken 

Up  to  $39,000,000  in  TAMS  funds  will  support  grants  under  the 
Voluntary  Agency  Assistance  program. 

Item 

Social  Services  --    The  Committee  agrees  that  $19,000,000  is 
available  for  assistance  to  serve  communities  affected  by  the 
Cuban  and  Haitian  entrants  and  refugees,  the  same  amount 
contained  in  last  year's  appropriation. 

Action  Taken  or  to  be  Taken 

The  Office  of  Refugee  Resettlement  intends  to  comply  with  the 
Senate  set -aside. 
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Item 

5  -  Year  Waivers  --     The  Committee  is  concerned  that  the  current 
policy  of  the  Office  of  Refugee  Resettlement  prohibiting  the  use 
of  a  portion  of  refugee  social  services  and  targeted  assistance 
formula  grant  funds  for  refugees  who  have  been  in  the  United 
States  for  more  than  five  years  deprives  some  counties  and  States 
of  the  ability  to  give  employment -related  assistance  to  many  of 
their  refugee  welfare  recipients ...  and  urges  ORR  to  be  flexible 
in  considering  waiver  requests  of  the  5-year  policy. 

Action  Taken  or  to  be  Taken 

The  Office  of  Refugee  Resettlement  intends  to  be  flexible  in 
considering  waiver  requests  of  the  5-year  policy. 
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Authorizing  Legislation 

1998  1999 
Amount  1998  Amount  1999 

Authorized  Enacted      Authorized  Estimate 


Refugee  and 
Entrant 
Assistance 
Activities : 

Section  414  (a) of 
the  Immigration 
and  Nationality 
Act,  as  amended 
and  Section  501 
of  the  Refugee 
Education  Asst. 
Act  of  1980 

1.  Transitional 
and  Medical 

Services.,   such  sums  234,012,329  a/     such  sums  230,698,000 

2 .  Social 

Services.,   such  sums  129,990,000          such  sums  129,990,000 

3 .  Preventive 

Health....   such  sums  4,835,000          such  sums  4,835,000 

4 .  Targeted 
Assist- 
ance  such  sums       54,477,000  b/     such  sums  49,477,000 


Total, 
appropri- 
ation  $423,314,329  a/  $415,000,000 


Total  appropriation 
against  definite 
authorizations. . . 


a/  Includes  a  reappropriation  of  $3,314,329  in  unobligated  FY 
1996  balances. 

b/  Includes  $5,000,000  for  Targeted  Assistance,  made- available 
to  ORR  under  the  Foreign  Operations  appropriation. 
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APPROPRIATION  HISTORY  TABLE 


1990 


Estimate 
to  Congress 

368, 822, 000 


1991  368,822,000 
Sequester   


House 
Allowance 


Deferred 
Deferred 


410,630,000  294,014,000 

227,000,000  321,750,000 

27,000,000   

420,052,000  400,000,000 

413,786,000  405,779,000 


1992 

1993 
Suppl 

1994 

1995 

1996 

Policy  414,199,000  416,781,000 
1997         381,526,000  412,076,000 


Senate 
Allowance 

417, 356, 000 

398, 000, 000 

410, 630, 000 
405, 114 , 000 

400, 000, 000 
405, 779, 000 


Appropriation 

389, 758, 000 

420, 770, 000a/ 
-10, 146, 338 

410, 630, 000 

381,481, 000 

399, 778, 814b/ 
405, 772, 001 


397, 172, 000d/  407,166,000c/ 
385,609,000         426 , 612 , 460e/ 


1998  395, 732, OOOf/418,400, 000g/     395 , 632 , 000h/     423 , 314 , 329i/ 

1999  415,000,000 

a/  The  appropriation  of  $420,770,000  was  reduced  by  $10,140,000 
pursuant  to  P.L.  101-517. 

b/  The  appropriation  of  $400,000,000  was  reduced  by  a  rescission 
of  $221,186  for  administrative  cost  reductions. 

c/  From  this  amount,    $3,930,000  was  transferred  to  other 
accounts,   and  $10,031,000  in  prior  year  unobligated  balances  were 
reappropriated,   resulting  in  new  budget  authority  of 
$413, 267, 072 . 

d/  Senate  Committee  Mark. 

e/  From  this  amount  $1,950,000  was  transferred  to  other 
Departmental  accounts,   resulting  in  budget  authority  of 
$424,662,460.     This  amount  includes  a  reappropriat ion  of 
$9,536,460,   in  prior  year  balances,   and  $5,000,000  made 
available  to  ORR  under  the  Foreign  Operations  appropriation. 

f  Includes  a  request  to  reappropriate  $3,400,000  in  unobligated 
FY  1996  balances. 
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g/     Includes  an  approval  to  reappropriate  $3,400,000  in 
unobligated  prior  year  funds  and  $5,000,000  for  Targeted 
Assistance,  made  available  under  the  Foreign  Operations 
appropriation . 

h/     Includes  an  approval  to  reappropriate  $3,300,000  in 
unobligated  prior  year  funds. 

i/     Includes  a  reappropriation  of  $3,314,329  in  unobligated 
year  balances  and  $5,000,000  made  available  to  ORR  under  the 
Foreign  Operations  appropriation. 
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Justification 
Office  of  Refugee  Resettlement 

Increase 

1997  1998  1999  or 

Actual  Appropriation      Estimate  Decrease 


Transi- 
tional and 
Medical 
Services 

Social 
Services . . 

Preventive 
Health. . . . 

Targeted 
Assistance 


Total, 
Budget 
Author- 
ity $424,662,460       $423,314,329       $415,000,000  -$8,314,329 

a/  Includes  $9,356,460  in  reappropriated  prior  year  funds,  and 
reflects  a  transfer  of  $1,950,000  to  other  Department  operating 
divisions . . 

b/  Includes  a  reappropriat ion  of  $3,314,329  in  unobligated  FY 
1996  balances. 

c/  Includes  a  $5,000,000  appropriation  to  ORR  made  available 
under  the  Foreign  Operations  Act. 


General  Statement 

Consistent  with  the  Administration  for  Children  and  Families' 
strategic  goals  of  increasing  independence  and  productivity  for 
families  and  increasing  employment,   the  Refugee  and  Entrant 
Assistance  program  is  designed  to  help  refugees  and  Cuban  and 
Haitian  entrants  who  are  admitted  into  the  United  States  to 
become  employed  and  self-sufficient  as  quickly  as  possible.  The 
President's  appropriation  request  of  $415,000,000  for  this 
account  represents  the  amount  needed  to  maintain  current 
assistance  levels. 


$254, 088,460a/  $234 , 012 , 329b/  $230,698,000  -$3,314,329 

110,882,000         129,990,000  129,990,000   

4,835,000  4,835,000  4,835,000   

54,857,000c/       54,477,000c/       49,477,000  -5,000,000 
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Four  programs  are  supported  by  Office  of  Refugee  and  Entrant 
Assistance  funds: 

o    Transitional  and  Medical  Services  funds  support: 


Cash  and  medical  assistance  to  refugee  households  that  are 
not  categorically  eligible  for  TANF,  Medicaid  and  SSI 
during  their  first  months  in  the  United  States.  This 
program  is  operated  by  State  refugee  program  offices. 

State  reimbursements  for  costs  incurred  to  administer 
refugee  program  activities  and  the  provision  of  assistance 
and  services  to  unaccompanied  minors . 

Voluntary  refugee  resettlement  agencies,  which  provide  an 
equal  match  for  Federal  dollars. 

Fish-Wilson  projects,  which  are  an  alternative  to  the 
State-administered  program. 

Data  collection  and  program  monitoring. 


o    Social  Services  -  The  Social  Services  activity  assists 

refugees  in  becoming  socially  adjusted,   employed  and  self- 
sufficient  as  rapidly  as  possible.     Services  include  English 
language  training,   employment -related  services,   and  a  variety 
of  special  projects  and  activities. 

o    Preventive  Health  -    Medical  screening  of  refugees  is  provided 
to  preserve  the  public  health  and  assure  that  health  problems 
are  not  a  barrier  to  achieving  self-sufficiency. 

o     Targeted  Assistance  -  Grants  are  made  to  States  for  counties 
which  are  impacted  by  high  concentrations  of  refugees. 

Since  1995,   Congress  has  provided  bill  language  permitting  the 
reappropriation  of  carryover  balances  to  support  current  year 
activities.     It  is  estimated  that  the  FY  1999  request  of  $415 
million  will  be  sufficient  to  effectively  administer  this  program 
so  that  similar  carryover  language  is  not  included  with  this 
request . 

The  FY  1999  request  is  based  on  the  assumption  that  95,000 
persons  eligible  for  the  refugee  program  will  be  admitted  to  the 
United  States  during  FY  1999,   including  75,000  refugees  and 
20,000  parolees  from  Cuba. 


Ceiling 


Arrivals 


1985 
1986 
1987 


70, 000 
67, 000 
70, 000 


67, 167 
60, 554 
58, 885 
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1988  87,500  76,733 

1989  116,500  106,538 

1990  125,000  122,263 

1991  131,000  113,734 

1992  132,000  131,611 

1993  120,000  123,556  (Includes  4,457  Cubans/Haitians) 

1994  120,000  126,443  (Includes  14,359  Cubans /Hait ians ) 

1995  110,000  131,314  (Includes  31,782  Cubans/Haitians) 

1996  110,000  85,215  (Includes  9,494  Cubans/Haitians) 

1997  90,000  104,600  (Includes  20,000  Cubans /Hait ians) 

1998  95,000  (Includes  20,000  Cubans/Haitians) 

1999  95,000  (Includes  20,000  Cubans /Haitians) 


The  amount  of  $415,000,000  requested  for  fiscal  year  1999  is 
based  on  current  law. 


J-15 


1227 


Transitional  and  Medical  Services 

Authorizing  Legislation  -  Section  414  of  Title  IV  of  the 
Immigration  and  Nationality  Act  and  Section  501  of  Title  V  of  the 
Refugee  Education  Assistance  Act  of  1980. 

Increase 

1997  1998  1999  or 

Actual  Appropriation  Estimate  Decrease 


$254,088,460  a/         $234,012,329  b/  $230,698,000  -$3,314,329 

a/  This  amount  includes  $9,536,460  in  reappropriated  prior  year 
balances,   and  reflects  a  transfer  of  $1,950,000  to  other 
Department  operating  divisions. 

b/  Includes  a  reappropriation  of  $3,314,329  in  unobligated  FY 
1996  balances. 

1999  Authorization:     Such  sums 
Purpose  and  Method  of  Operations 

This  program  supports  The  Administration  for  Children  and 
Families'  goal  to  increase  economic  independence  and  productivity 
for  families,   and  to  increase  employment. 

This  program  provides  funds  for  cash  and  medical  assistance, 
unaccompanied  minors  and  voluntary  agencies,  as  well  as  State 
administrative  costs.     This  State-administered  cash  and  medical 
assistance  program  provides  transitional  assistance  to 
financially  needy  refugees  and  entrants  who  are  not  categorically 
eligible  for  TANF,  Medicaid,   or  SSI  during  their. first  months  in 
the  United  States  to  provide  them  with  a  period  of  support  while 
they  acquire  the  English  language  skills  and  employment 
preparation  needed  to  become  self-supporting. 

Also  provided  is  assistance  for  unaccompanied  minors. 
Historically,  assistance  to  unaccompanied  minors  has  been  the  top 
priority  for  the  cash  and  medical  assistance  program.  This 
activity  reimburses  States  for  providing  foster  care  to  an 
unaccompanied  minor  until  the  child  reaches  the  age  of  eighteen. 
If  a  State  has  established  a  later  age  for  emancipation  from 
foster  care,   reimbursements  will  be  provided  until  that  date. 

The  Voluntary  Agency  Program  was  first  funded  by  Congress  in 
FY  1979..    Under  the  program,  participating  national  voluntary 
refugee  resettlement  agencies  provide  a  match  (in  cash  and  in- 
kind  services)   for  the  Federal  contribution.     The  participating 
agencies  provide  services  such  as  case  management,  job 
development,   job  placement  and  follow-up,  and  financial 


J-16 


1228 


assistance  to  help  refugees  become  employed  and  self-sufficient 
within  their  first  four  months  in  the  U.S.  Participating 
refugees  may  not  access  public  cash  assistance. 

Section  412(e) (7) (A)   of  title  IV  of  the  Immigration  and 
Nationality  Act  authorizes  the  use  of  funds  to  develop  and 
implement  alternative  projects  for  refugees  that  encourage 
refugee  self-sufficiency.     Currently,   Fish-Wilson  projects  are 
funded  in  four  States . 


Section  412 (a)  (7)   of  title  IV  of  the  Immigration  and  Nationality 
Act  authorizes  the  use  of  funds  for  monitoring  and  evaluation 
activities.     Beginning  in  FY  1998  these  activities  are  funded  in 
this  program. 

On  a  comparable  basis,   funding  for  this  activity  over  the  past 
five  years  has  been: 

FY  1994  $258,279,951  a/ 

FY  1995    260,  273  ,  000  b/ 

FY  1996   263,267,072  c/ 

FY  1997   254,088,460  d/ 

FY  1998    234,  012,  329  e/ 

a/  Reflects  reprogramming  of  $6,000,000  from  Transitional  and 
Medical  Services  to  Targeted  Assistance. 

b/  Reflects  reprogramming  of  $4,000,000  from  Transitional  and 
Medical  Services  to  Social  Services. 

c/  Includes  $3,930,000  in  funds  which  were  transferred  to  the 
Department . 

d/  Includes  $9,536,460  in  reappropriated  prior  year  funds  and  a 
transfer  of  $1,950,000  to  the  Department. 

e/  Includes  a  reappropriation  of  $3,314,329  in  unobligated  FY 
1996  balances. 


Rationale  for  the  Budget  Request 

The  FY  1999  request  for  Transitional  and  Medical  Services  is 
$230,698,000.     These  funds  will  support  eight  months  of  cash  and 
medical  assistance  to  eligible  refugees  and  entrants,   as  well  as 
foster  care  for  refugee  and  entrant  unaccompanied  minors. 

Of  the  amount  requested,   approximately  $39,000,000  will  be  used 
to  support  grants  under  the  Voluntary  Agency  Match  Grant  program. 
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Refugee  Resettlement:  Transitional  and  Medical  Services 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual  Enacted  Request 

Service  Grants 

Formula                        $191,574,159  $190,641,329  $187,327,000 

Discretionary              $35,708,634  $42,500,000  $42,500,000 

Research      — 

Demonstration      — 

Development       

Training/Technical 

Assistance       

Evaluation                               343,746  650,000  650,000 

Program  Support       

Other  a/                                6,189,979  221,000  221,000 

Total  Program                $233 , 816 , 518b/     $234 , 012 , 329c/  $230,698,000 

Number  of  Applicants                      61  61  61 

Number  of  Grants                           234  208  208 
New  Starts: 
# 


Continuations : 

#  234  208  208 
$  $227,282,793  $233,141,329  $229,827,000 

Contracts : 

#  2  3  3 
$  $451,288  $765,000  $765,000 


In  FY  1997,   distribution  amounts  between  grants  and  contracts 
excludes  $6,082,437  in  Kurdish  assistance;   in  FY  1998  and  1999, 
amount  excludes  $106,000  in  administrative  costs  associated  with 
monitoring . 

a/     Includes  $6,082,437  for  Kurdish  assistance  and  $1-07,542  for 
data  collection;   for  1998  and  1999,   includes  $115,000  for  data 
collection  and  $106,000  for  monitoring. 
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b/     Includes  $9,536,460  in  reappropriated  prior  year  funds  and 
reflects  a  transfer  of  $1,950,000  to  the  Department.     This  amount 
excludes  $20,271,942  in  FY  1997  funds  which  are  currently- 
unobligated. 

c/     Includes  a  reappropriation  of  $3,314,329  in  unobligated  FY 
1996  balances. 
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Social  Services 

Authorizing  Legislation  -  Section  414  of  Title  IV  of  the 
Immigration  and  Nationality  Act  and  Section  501  of  Title  V  of  the 
Refugee  Education  Assistance  Act  of  1980. 

Increase 

1997  1998  1999  or 

Actual        Appropriation  Estimate  Decrease 

$110,882,000         $129,990,000         $129,990,000  $'  

1999  Authorization:  Such  sums 

Purpose  and  Method  of  Operations 

This  activity  also  supports  the  goal  to  increase  economic 
independence  and  productivity  for  families,   and  to  increase 
employment . 

In  FY  1997,   approximately  $68.8  million  of  the  funds  available 
for  this  activity  was  allocated  by  formula  among  the  States  and 
the  District  of  Columbia;     $19  million  was  provided  to 
communities  affected  by  recent  increased  arrivals  of  Cuban  and 
Haitian  refugees  and  entrants;   $16  million  assisted  communities 
with  large  concentrations  of  refugees  whose  cultural  differences 
make  assimilation  difficult;   $14  million  assisted  those  adversely 
affected  by  welfare  reform;  and  $12  miilion  for  discretionary 
activities  to  assist  refugees  to  effectively  resettle. 

Funding  for  this  activity  over  the  past  five  years  has  been: 


FY  1994   $80,  802,  000 

FY  1995    84,802,000 

FY  1996    80,  802,000 

FY  1997   110,882,000 

FY  1998    129,  990,  000 


Rationale  for  the  Budget  Request 

In  FY  1999,    $129,990,000,   the  same  as  FY  1998,   is  requested  to 
support  State-administered  programs  emphasizing  employment- 
related  activities.     Social  Services  assist  refugees  to  obtain 
employment  and  attain  social  adjustment  as  quickly  as  possible. 
Priority  is  given  to  English  language  training,   case  management, 
employment  preparation,   and  job  placement.     These  funds  will  help 
increase  the  number  of  refugee  families  that  are  self-sufficient, 
not  dependent  on  any  cash  assistance,   within  the  first  four 
months  after  arrival. 
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In  November  1994,  ORR  began  planning  and  consulting  with  its 
State  partners  to  implement  performance  measurement  in  the  State - 
administered  program,  ORR's  largest  grants  program.     Since  FY 
1996,  ORR  has  negotiated  annual  outcome  goal  plans  with  each 
State  using  the  previous  year's  actual  performance  data  to 
encourage  States  to  strive  for  continuous  improvement  from  year 
to  year  on  each  of  six  performance  measures. 

In  FY  1999,   these  funds,  together  with  targeted  assistance  funds, 
will  increase  the  percentage  of  refugees  who  enter  employment 
from  57  percent  to  62  percent  of  the  State  caseload.     These  funds 
will  also  increase  the  number  of  cases  where  a  welfare  cash 
reduction  or  termination  occurs  due  to  earnings  on  the  part  of 
former  recipients. 
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Refugee  Resettlement:     Social  Services 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual  Enacted  Request 

Service  Grants 

Formula                      $68,682,550  $68,841,500  $68,841,500 

Discretionary            41,370,256a/  59,808,500b/  59,808,500b/ 

Research       

Demonstration       

Development       

Training/Technical 

Assistance                        471,000  480,000  480,000 

Evaluation    500,000  500,000 

Program  Support                  358,194  360,000  360,000 

Other       


Total  Program       $110,882,000  $129,990,000  $129,990,000 

Number  of  Applicants                183  223  223 

Number  of  Grants                       363  3  93  393 
New  Starts : 

#  52  30  30 
$                   $27,000,000  $14,000,000  $14,000,000 

Continuations : 

#  311  363  363 
$  $83,052,806  $114,650,000  $114,650,000 

Contracts : 

#  4  5  5 
$  $829,194  $1,340,000  $1,340,000 

a/  Includes  a  $19,000,000  earmark  designated  to  serve  communities 
impacted  by  recent  Cuban/Haitian  arrivals,   and  $11,079,000  to  assist 
communities  with  large  concentrations  of  refugees  whose  cultural 
differences  make  assimilation  difficult. 
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b/     In  addition  to  the  $19,000,000  Cuban/Haitian  earmark,   the  amount 
includes  $14,000,000  to  address  the  needs  of  refugees  and 
communities  impacted  by  recent  changes  in  Federal  assistance 
programs  relating  to  welfare  reform  and  $16,000,000  to  assist 
communities  with  large  concentrations  of  refugees  whose  cultural 
differences  make  assimilation  difficult. 
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Preventive  Health 


Authorizing  Legislation  -  Section  414  of  Title  IV  of  the  Immigration 
and  Nationality  Act  and  Section  501  of  Title  V  of  the  Refugee 
Education  Assistance  Act  of  1980. 


1997 
Actual 


1998 
Enacted 


1999 
Estimate 

$4, 835, 000 


Increase 
or 

Decrease 


$4,835,000  $4,835,000 
1999  Authorization:         Such  sums 
Purpose  and  Method  of  Operations 

The  Office  of  Refugee  Resettlement  recognizes  that  a  refugee's 
medical  condition  may  affect  the  public  health  as  well  as  prevent  a 
refugee  from  achieving  economic  self-sufficiency.     Funds  for 
preventive  health  services  are  awarded  to  the  States  through  the 
discretionary  grant  program  to  provide  health  screening/assessment 
services  to  refugees.     This  activity  is  indirectly  related  to 
the  Administration  for  Children  and  Families'   strategic  goal  to 
increase  economic  independence  and  productivity  for  families,  and 
the  strategic  objective  to  increase  employment. 

Funding  for  this  line  item  over  the  past  five  years  has  been: 

FY  1994   $5,229,863 

FY  1995   5,300,000 

FY  1996   2,700,000 

FY  1997   4,835,000 

FY  1998    4,835,  000 

Rationale  for  the  Budget  Request 

For  FY  1999,   $4,835,000  is  requested,   the  same  as  the  FY  1998 
comparable  level.     This  increase  will  ensure  adequate  health 
assessment  activities  for  refugees.     In  FY  1996,   the  Office  of 
Refugee  Resettlement  issued  a  comprehensive  medical  screening 
protocol  for  newly  arriving  refugees  to  assist  grantees  in  improving 
their  screening  services.     Grant  funds  are  used  for  State  level 
coordination  of  public  health  programs,   outreach  and  interpreter 
services,   health  screening  services,   and  referral  for  medical, 
dental,   and  rehabilitative  services.     Since  these  services  are  for 
newly  arriving  refugees,   the  diversity  of  recently  arriving  refugees 
has  required  additional  interpreter  services  and,   in  some  cases,  new 
and  additional  screening  services. 
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Refugee  Resettlement:     Preventive  Health 

Program  Data:  FY  1997 

Actual   


FY  1998 
Policy 


FY  1999 
Request 


Service  Grants 
Formula 
Discretionary 

Research 

Demonstration 

Development 

Training/Technical 
Assistance 

Evaluation 

Program  Support 

Other  1/ 


$4, 635, 000 


200, 000 


$4, 635, 000 


200, 000 


$4, 635, 000 


200, 000 


Total  Program  $4,835,000 
Number  of  Applicants  NA 

42 


Number  of  Grants 
New  Starts: 
# 
$ 

Continuations 
# 
$ 


42 

$4, 635, 000 


Contracts 


$200, 000 


$4, 835, 000 
NA 
42 
42 

$4,635,000 

$--- 
1 

$200, 000 


$4, 835, 000 
NA 
42 
42 

$4, 635, 000 

$--- 
1 

$200, 000 


1/  Inter-agency  agreement  with  the  Office  of  International  and 
Refugee  Health. 


J-25 


1237 


Targeted  Assistance 

Authorizing  Legislation  -  Section  414  of  Title  IV  of  the  Immigration 
and  Nationality  Act  and  Section  501  of  Title  V  of  the  Refugee 
Education  Assistance  Act  of  1980. 

Increase 

1997  1998  1999  or 

Actual  Policy  Estimate  Decrease 


$54, 857,  000a/       $54 , 477 , 000a/  $49,477,000  $-5,000,000 

1999  Authorization:     such  sums 
Purpose  and  Method  of  Operations 

The  Targeted  Assistance  Program  (TAP)   provides  grants  to  States  for 
counties  which  are  impacted  by  high  concentrations  of  refugees  and 
high  dependency  rates .     States  are  required  by  statute  to  pass  on  to 
the  designated  counties  at  least  95%  of  the  funds  awarded. 

In  FY  1997,   the  Office  of  Refugee  Resettlement  directed  targeted 
assistance  funds  to  areas  with  large  concentrations  of  refugee  and 
entrant  populations  to  supplement  available  services.  Services 
provided  by  this  program  are  generally  designed  to  secure  employment 
for  refugees  within  one  year  or  less.     Of  the  $54.9  million 
available  in  FY  1997,   $35,371,300  was  allocated  by  formula  based  on 
refugee  population  concentrations  to  26  States  for  47  qualifying 
counties.     An  increase  in  funding  available  for  the  targeted 
assistance  formula  program  enabled  ORR  to  qualify  8  additional 
counties  for  targeted  assistance  funding  in  FY  1997.  Approximately 
$19,485,700  was  awarded  to  States  on  a  competitive  basis  to  address 
special  impact  problems  and  to  provide  supportive  services  to 
elderly  refugees,  particularly  those  at  risk  of  losing  SSI  benefits 
due  to  the  alien  eligibility  restrictions  in  the  welfare  reform  law. 

Included  in  the  FY  1997  and  FY  1998  levels  is  $5,000,000 
appropriated  in  the  Foreign  Operations  Appropriation.     In  accordance 
with  Congressional  intent,   these  funds  were  used  to  augment  the  ten- 
percent  set -aside  for  grants  to  localities  most  heavily  impacted  by 
the  influx  of  refugees  including  Laotian  Hmong,   Cambodians,  and 
Pentecostals . 


a/  Includes  $5,000,000  appropriated  to  ORR  under  the  Foreign 
Operat ions  appropr iat ion . 
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Funding  for  this  program  over  the  past  five  years  has  been: 


FY  1994  $55,397,000  a/ 

FY  1995   55,397,000  b/ 

FY  1996   60,397,000  b/ 

FY  1997   54,857,000  b/ 

FY  1998   54,477,000  b/ 


a/  Includes  $6,000,000  reprogrammed  from  Transitional  and  Medical 
Services . 

b/  Includes  $5,000,000  appropriated  to  ORR  under  the  Foreign 
Operations  appropriation. 


Rationale  for  the  Budget  Request 

In  FY  1999,   $49,477,000  is  requested  for  this  activity.     The  amount 
requested  is  consistent  with  traditional  levels  of  support  for  this 
activity,  excluding  funds  appropriated  under  the  Foreign  Operations 
Act.     These  funds  will  be  awarded  to  States  to  enable  counties  and 
other  jurisdictions  which  have  high  concentrations  of  refugees  to 
provide  needed  employment  services  to  help  increase  the  number  of 
refugees  entering  employment  and  to  reduce  or  terminate  cash 
assistance  cases  due  to  earnings.     States  also  will  address  other 
impacts  resulting  from  high  numbers  of  refugees. 
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Refugee  Resettlement :  Targeted  Assistance 
Program  Data : 


FY  1997 
Actual 


FY  1998 
Appropriation 


FY  1999 
Estimate 


Service  Grants 
Formula 
Discretionary 

Research 

Demonstration 

Development 

Training/Technical 
Assistance 

Evaluation 

Program  Support 

Other 


$35,371,300 
$19,485, 700 


Total  Program  $54,857,000 

Number  of  Applicants  128 

Number  of  Grants  10  6 
New  Starts: 

#  40 
$  $11,671,000 

Continuations : 

#  66 
$  $43,186,000 


Contracts 


$35, 029, 300 
$19, 447, 700 


$54, 477, 000 

128 

106 

0 
$0 


106 

$54,477, 000 


$35, 029, 300 
$14 , 447, 700 


$49,477, 000 
128 
106 

b 
$o 


106 

$49, 477, 000 
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REFUGEE  AND  ENTRANT  ASSISTANCE 


CASH  AND  MEDICAL  ASSISTANCE  AND  UNACCOMPANIED  MINORS 


FY  1997 

FY  1998 

FY  1999 

Of--il-o 

otalc 

Actual 

Appropr iat  ion 

Request 

Alabama 

$206 , 000 

$205 , 016 

$201,361 

Alaska  1/ 

No  Program 

No  Program 

No  Program 

Arizona 

4 , 589, 000 

4, 567, 088 

4,485, 673 

Arkansas 

17 , 000 

16 , 919 

16 , 617 

California 

23 ,  yjb,  ib  y 

oo    oon    o  h n 
2 J , o2U ,  O  /U 

2  3  ,  jy©  ,-  22  / 

Colorado 

o    n  a  FJ    n  n  n 
2,047,000 

2 , U 3  7 , 22b 

2 , 000 , 909 

Connecticut 

1,639,000 

1,631, 174 

1,602,096 

Delaware 

90, 000 

89, 570 

87, 973 

D .  C . 

**>    i  t  o    n  n  n 
2 , 110 , UUU 

2 , 1U  /  , bo  / 

o    n  ^7  n    o  t  t 
2 , U /U , j 11 

Florida 

4o  ,  0b2  ,  UUU 

4  /  ,  1 3b  , O  82 

4fa , y  /U ,  U4 3 

Georgia 

4  ,  2  y  /  ,  U  U  U 

A     one    A Q o 
4,2  /  b , 4  02 

a    o  n  n    o  /i  n 
4 , 2 U U , 24  / 

Hawaii  2/ 

0 

67, 600 

66,395 

Idaho 

1, 159, 000 

1, 153,466 

1, 132, 904 

Illinois 

O  ,  /  u  o  ,  u  u  u 

r    C7C:    q  "7  n 

b,30D,yDl 

Indiana 

2  2  U  ,  UUU 

O  1  Q     o.  c  n 
218  , ybU 

215, 047 

Iowa 

2 , lo4 , UUU 

O      1  ""7  O  CT1 

2,1/0,0/1 

2 , 1J4 , 824 

Kansas 

680, 000 

676, 753 

664, 689 

Kentucky  3 / 

FW 

FW 

FW 

Louisiana 

c  o       n  n  n 

523 , 4  88 

514 ,156 

Maine 

312 , 000 

~>  t  n    c  i  n 

31U , 51U 

3  04, 975 

Maryland 

1 , 912 , 000 

-l      n  n  o     o  *i  n 

1 , 902 , 870 

1 , 868 , 948 

Massachusetts 

9, 035, 000 

8, 991, 858 

8, 831, 564 

Michigan 

4 , 527, 000 

4,505,384 

4,425, 069 

Minnesota 

5,417,000 

5 , 3  91, 134 

f—     one     n  o  n 

5,295,029 

Mississippi 

919 , 000 

914,612 

r>  n  o         n  o 

898,308 

Missouri 

2,448, 000 

2,436,311 

2,392,880 

Montana 

>i  a  nnn 
*±  *±  ,  UUU 

A  O  7Qf\ 

/i  o   n  n  q 

t  ~>  i  u  u  y 

Nebraska 

866, 000 

861, 865 

846, 501 

Nevada  2j_ 

FW 

FW 

FW 

New  Hampshire 

319 , 000 

317,477 

311, 817 

New  Jersey 

5, 624 , 000 

5, 597, 146 

5, 497, 368 

New  Mexico 

1,472, 000 

1,464, 971 

1,438, 856 

New  York 

11, 488, 000 

11,433, 145 

11, 229, 332 

North  Carolina 

1, 546, 000 

1, 538, 618 

1, 511, 190 

North  Dakota 

1, 397, 000 

1, 390, 329 

1,365, 544 
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REFUGEE  AND  ENTRANT  ASSISTANCE 


CASH  AND  MEDICAL  ASSISTANCE  AND  UNACCOMPANIED  MINORS 
(continued) 


State 


FY  1997 
Actual 


FY  1998 
Appropriat  ion 


FY  1999 
Request 


Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 

$2, 311, 000 
399, 000 
4,644,000 
5, 307, 000 
322, 000 

$2,299, 965 
397, 095 
4, 621, 825 
5, 281, 659 
320,462 

$2,258, 965 
390, 016 
4, 539,434 
5, 187, 505 
314, 749 

South  Carolina 

South  Dakota 

Tenesseee 

Texas 

Utah 

92, 000 
305, 000 
641, 000 
8, 090, 000 
1, 521, 000 

91, 561 
303, 544 
637, 939 
8, 051, 371 
1, 513, 737 

89, 929 
298, 133 
626, 567 
7, 907, 843 
1,486, 752 

Vermont 
Virginia 
Washington 
West  Virginia 
Wisconsin 

503, 000 
3,849,000 
16, 190, 000 
5,  000 
1, 602, 000 

500, 598 
3, 830, 621 
16, 112, 693 
4,  976 
1, 594, 351 

491, 674 
3, 762, 334 
15, 825,460 
4,  887 
1, 565, 929 

Wyoming  1/ 

No  Program 

No  Program 

No  Program 

Unobligated 

$20,271, 942 

Other 

$42,242,359 

$43,371, 000 

$43, 371, 000 

Total,  Budget 
Authority 

$254, 088,460 

$234, 012, 329 

$230, 698, 000 

1/    Alaska  and  Wyoming  no  longer  participate  in  the  Refugee 
Resettlement  Program. 

2/     Hawaii  only  obligated  prior  year  funds  in  FY  1997. 

3/     Kentucky  and  Nevada  operate  under  the  Fish/Wilson  alternative 

program. 
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REFUGEE  AND  ENTRANT  ASSISTANCE 
SOCIAL  SERVICES 


1997  1998  1999 

State  Actual  Appropriation  Request 


Alabama 

$125, 803 

$126, 096 

$126, 096 

Alaska  1/ 

No  Program 

No  Program 

No  Program 

Arizona 

969, 489 

971, 749 

971, 749 

Arkansas 

93 , 281 

93,382 

93,382 

California 

12 , 285 , 959 

12 , 314 , 600 

12 , 314 , 600 

Colorado 

701, 917 

703,554 

703, 554 

Connecticut 

576, 884 

578, 229 

578, 229 

Delaware 

75 , 000 

75 , 000 

75 , 000 

Dist.   of  Col. 

327, 395 

328 , 158 

328, 158 

Florida 

12 , 446 , 194 

12,475,208 

12,475,208 

Georgia 

1, 837, 412 

1, 841, 695 

1, 841, 695 

Hawaii 

100, 000 

100, 067 

100, 067 

Idaho 

234 , 101 

234 , 646 

234 , 646 

Illinois 

2 , 392 ,367 

2 , 397, 944 

2 , 397, 944 

Indiana 

200 , 053 

200 , 520 

200 , 520 

I  owa 

COD     A  1  A 
DOS, 114 

(TQ1  ("191 

(tqi    n  "~>  i 

o  y ± ,  Uzl 

Kansas 

358, 172 

359, 007 

359, 007 

Kentucky 

635, 554 

637,035 

637, 035 

Louisiana 

409, 340 

410, 294 

410, 294 

Maine 

124, 649 

124, 939 

124, 939 

Maryland 

985,454 

987, 752 

987, 752 

Massachusetts 

1, 663, 904 

1, 667, 783 

1, 667, 783 

Michigan 

1, 560, 030 

1, 563, 667 

1,563,667 

Minnesota 

1, 861, 264 

1, 865, 603 

1, 865, 603 

Mississippi 

75, 000 

75, 000 

75, 000 

Missouri 

1, 000, 074 

1, 002,405 

1, 002,405 

Montana 

76, 546 

76, 607 

76, 607 

Nebraska 

337, 013 

337, 798 

337, 798 

Nevada 

446, 657 

447, 698 

447, 698 

New  Hampshire 

139, 653 

139, 978 

139, 978 
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REFUGEE  AND  ENTRANT  ASSISTANCE 
SOCIAL  SERVICES  (continued) 


1997  1998  1999 

State  Actual  Appropriation  Estimate 


New  Jersey- 

$1,353,052 

$1,356,206 

$1, 356, 206 

New  Mexico 

428,191 

429, 189 

429, 189 

New  York 

9,848,003 

9 , 870 , 960 

9 , 870 , 960 

North  Carolina 

594 , 004 

595 ,389 

595 , 389 

North  Dakota 

198,899 

199 , 363 

199 , 363 

Ohio 

839, 646 

841, 604 

841, 604 

Oklahoma 

199, 091 

199,556 

199, 556 

Oregon 

1, 048,356 

1, 050, 800 

1, 050, 800 

Pennsylvania 

1, 715,456 

1, 719,455 

1, 719,455 

Rhode  Island 

102, 527 

102, 766 

102, 766 

South  Carolina 

100 , 000 

100 , 000 

100 , 000 

South  Dakota 

lob , yoo 

1  C  *™7  T31 
13  /  ,  JJl 

lb/,iJl 

Tennessee 

667,293 

668, 848 

668, 848 

Texas 

2, 976, 946 

2, 983, 885 

2, 983, 885 

Utah 

366, 059 

366, 912 

366, 912 

Vermont 

135, 998 

136, 315 

136, 315 

Virginia 

1, 063 , 937 

1, 066,417 

1,  066, 417 

Washington 

3,338,388 

3, 346, 170 

3,346,170 

West  Virginia 

75, 000 

75, 000 

75, 000 

Wisconsin 

746, 160 

747, 899 

747, 899 

Wyoming  1/ 

No  Program 

No  Program 

No  Program 

Discretionary 

$42, 199,450 

$61, 148, 500 

$61, 148, 500 

Total,  Budget 

Authority 

$110, 882, 000 

$129, 990, 000 

$129, 990, 000 

1/  Neither  Alaska  nor  Wyoming  participate  in  the  Refugee 
Resettlement  Program. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Violent  Crime  Reduction  Programs 


FY  1999  Budget  Page 

Appropriation  language    K-2 

Amounts  available  for  obligation   K-3 

Summary  of  changes   K-4 

Budget  authority  by  activity    K-5 

Budget  authority  by  object    K-6 

Authorizing  legislation    K-7 

Appropriation  history  table    K-10 

Justification: 

A.  General  Statement   K-ll 

B.  Family  Violence/Battered  Women's  Shelters   K-13 

C.  Domestic  Violence  Hotline   K-18 

D.  Education  and  Prevention  Grants  to  Reduce  Sexual 

Abuse  of  Runaway,  Homeless  and  Street  Youth.    .    .  K-21 

State  Tables   K-23 
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Violent  Crime  Reduction  Programs 

For  activities  authorized  by  sections  40155,   40211,  and 
40241  of  Public  Law  103-322,   $105 , 000 , 000 ,    to  remain  available 
until  expended,  of  which  $101,  000,  000  shall  be  derived  from  the 
Violent  Crime  Reduction  Trust  Fund:  Provided,   That  $88, 800, 000 
shall  be  for  Family  Violence  (including  Battered  Women's 
Shelters) ;  $15,  000,  000  for  Education  and  Prevention  Grants  to 
Reduce  Sexual  Abuse  of  Runaway,  Homeless  and  Street  Youth;  and 
$1,200, 000  for  the  National  Domestic  Violence  Hotline. 


K-2 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Violent  Crime  Reduction  Programs 

Amounts  Available  for  Obligation 

1997  1998  1999 

Actual        Appropriation  Estimate 

Appropriation        $4,000,000 

Real  transfer  from: 
Department  of  Justice 
Violent  Crime  Trust 

Fund    $20,000,000         $93,000,000  101,000,000 

Comparative  transfer 
from: 

Children  and  Families 
Services  account  for 
the  Family  Violence 

Program    62, 000. 000  10, 000, 000    


Subtotal,  comparable 
budget  authority    $82,000,000       $103,000,000  $105,000,000 

Total  Obligations   ....     $82,000,000       $103,000,000  $105,000,000 
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SUMMARY  OF  CHANGES 

1998  Comparable  Appropriation    $103,000,000 

1999  Estimate    $105.000.000 

Net  Change   +$2,000,000 


FY  1998 

 Base   Change  from  Base 

Increases : 

A.     Program : 

1 .     Increase  in  the  Family 

Violence  Program    $86,800,000  +$2,000,000 

Total  increases    +$2,000,000 


Net  Change    +$2,000,000 


K-4 


48-269  98  -  40 
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Violent  Crime  Reduction  Programs 
Budget  Authority  by  Activity 


Actual      Appropriation  Estimate 

Family  Violence/ 
Battered  Women's 

Shelters    $72,800,000  $86,800,000  $88,800,000 

Domestic  Violence 
Hotline    1,200,000  1,200,000  1,200,000 

Education  and  Pre- 
vention Grants  to 
Reduce  Sexual 
Abuse  of  Runaway, 
Homeless  and 

Street  Youth    8, 000, 000  15, 000, 000  15,000,000 

Total ,  budget 

authority    $82,000,000         $103,000,000  $105,000,000 
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Violent  Crime  Reduction  Programs 
Budget  Authority  by  Object 

Increase 

FY  1998  FY  1999  or 

Appropriation  Estimate  Decrease 

Other  Services.  $4,030,000  $4,030,000   

Grants,  subsidies 
and  contri- 
butions   98. 970, 000         $100, 970, 000  +$2. 000, 000 

Total ,  budget 
authority  by 

object    $103,000,000         $105,000,000  +$2,000,000 


K-6 
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APPROPRIATION  HISTORY  TABLE 
Violent  Crime  Prevention  Programs 
Budget 

Estimate  House  Senate 

Year      To  Congress           Allowance              Allowance  Appropriation 

1995                                                                                 ---  $11,000,000 

1996  $105,300,000                  $800,000            $25,900,000  $54,000,500 

1997  $82,000,000            $62,400,000            $82,000,000  $82,000,000 

1998  $99,000,000              99,000,000              93,000,000  $103,000,000 

1999  105,000,000 
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Justification 


Violent  Crime  Prevention  Programs 


1998 
Appropr iat  ion 


1999 
Estimate 


Increase 
or 

Decrease 


Family  Violence/ 
Grants  for  Battered 
Women's  Shelters  .. 


$86,800,000 


$88, 800, 000 


+$2,000,000 


Domestic  Violence 
Hotline   


1,200,000 


1,200,000 


Education  and  Pre- 
vention Grants  to 
Reduce  Sexual 
Abuse  to  Runaway, 
Homeless  and 

Street  Youth    15. 000. 000  15. 000. 000 


Total ,  budget 

authority    $103,000,000       $105,000,000  +$2,000,000 


The  Violent  Crime  Control  and  Law  Enforcement  Act  of  1994 
strengthened  virtually  every  approach  to  fighting  crime  across 
the  nation.     The  Violent  Crime  Prevention  Programs  are  to  help 
balance  crime  prevention  and  law  enforcement  efforts  in 
communities.     They  are  community  programs  focusing  on  before-and 
after-school  activities,   and  shelter  and  services  to  victims  of 
domestic  violence,   including  battered  women. 

The  President's  appropriation  request  of  $105,000,000  for  this 
account  includes  current  law  adjusted  by  an  increase  of 
$32,100,000  assuming  Congressional  action  on  proposed  legislation 
as  follows: 

Current  law  appropriation  request   $87,900,000 

Impact  of  legislative  changes: 


General  Statement 


Continue  the  1998  appropriation  levels  for 
the  Family  Violence  Program  and  the  Domestic 
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Violence  Hotline  which  are  above  the 

authorized  level   15,100,000 

Increase  the  Family  Violence  Program  ...  2,000,000 

Total,  appropriations  request  in  President's 

budget    $105,000,000 
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Family  Violence  Prevention  and  Services/Battered  Women's  Shelters 

Authorizing  Legislation  -  Sections  310  and  311(g)   of  the  Family 
Violence  Prevention  and  Services  Act,  as  amended. 

Increase 

1997  1998  1999  or 

Enacted      Appropriat  ion  Estimate  Decrease 

$72,800,000  $86,800,000         $88,800,000  +$2,000,000 

1999  Authorization:  $72,500,000.  Appropriation 

language  is  proposed. 


Purpose  and  Method  of  Operation: 


The  Family  Violence  Prevention  and  Services  program  provides 
grants  to  States  and  Indian  Tribes  to  assist  in  supporting 
programs  and  projects  to  prevent  incidents  of  family  violence  and 
provide  immediate  shelter  and  related  assistance  for  victims  of 
family  violence  and  their  dependents.     These  grants  are  made  in 
support  of  the  strategic  goal  of  healthy,   safe  and  supportive 
communities  and  tribes  and  the  performance  goal  of  building  these 
healthy,   safe  and  supportive  communities  that  increase  the 
ability  of  family  violence  victims  to  plan  for  safety. 

By  statute,   70  percent  of  Family  Violence  funds  are  awarded  in 
grants  to  States  and  Territories.     State  grants  are  allocated 
based  on  the  State's  population.     Grants  to  territories  and 
insular  areas  are  equal  to  one-eighth  of  one  percent  of  the 
amounts  available  for  grants  for  that  fiscal  year. 

The  Act  specifies  that  a  State  may  keep  five  percent  of  its 
allotment  for  administrative  costs  and  must  distribute  the 
remaining  funds  to  local  public  agencies  and  non-profit  private 
organizations,   including  religious  and  charitable  organizations 
and  voluntary  associations.     Seventy  percent  of  the  funds  must  be 
used  to  provide  immediate  shelter  and  related  assistance  to 
victims  of  family  violence  and  their  dependents.     Most  States 
exceed  the  70  percent  requirement.     States  may  use  the  remaining 
funds  to:     establish  new  shelters  in  underserved  areas;  expand 
counseling,   self-help,   and  substance  abuse  referral  services;  set 
up  demonstrations  programs,   e.g.,   elder  abuse  shelters;  or, 
provide  training  for  staff  and  volunteers. 

By  statute,   10  percent  of  Family  Violence  funds  are  allocated  for 
grants  to  Indian  Tribes  and  tribal  organizations.     The  amount  of 
the  Indian  grants  is  based  on  the  population  of  the  tribe. 
Tribes  use  these  funds  primarily  for  emergency  shelter  and 
related  assistance.     These  grants  have  assisted  Tribes  to  focus 
on  and  improve  services  to  victims  and  their  families.  Some 
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Tribes  also  have  used  these  funds  for  public  education  efforts  to 
break  the  patterns  of  family  violence . 

State  Domestic  Violence  Coalitions  receive  10  percent  of  the 
appropriation  to  further  the  purposes  of  domestic  violence 
intervention  and  prevention. 

The  network  of  Information  and  Technical  Assistance  Centers  (the 
National  Resource  Center  and  the  Special  Issue  Resource  Centers) 
receives  five  percent  to  provide  information,  technical 
assistance  and  training  to  Federal,   State,   Indian  and  local 
domestic  violence  agencies  and  other  professionals  and 
individuals  in  the  field.     The  purpose  of  this  network   (a  network 
of  five  domestic  violence  resource  centers:  National  Resource 
Center  on  Domestic  Violence;  Resource  Center  on  Civil  and 
Criminal  Law  aka  Battered  Women's  Justice  Project;  Health 
Resource  Center  on  Domestic  Violence;  Resource  Center  on  Child 
Protection  and  Custody;  and  the  Resource  center  for  Indian  Tribes 
and  Tribal  Organizations  is  to  strengthen  the  existing  support 
systems  serving  battered  women,   their  children  and  other  victims 
of  domestic  violence;  and  to  provide  comprehensive  information 
and  resources,  policy  development,   and  technical  assistance 
designed  to  enhance  community  response  to  and  prevention  of 
domestic  violence.     In  FY  1999,   a  domestic  violence  technical 
assistance  plan  will  be  developed  that  is  the  result  of 
collaborative  efforts  among  the  national  resource  center  network, 
the  national  domestic  violence  hotline,   and  selected  State 
domestic  violence  coalitions. 

The  statute  also  authorizes  the  use  of  5  percent  of  the 
appropriation  to  fund  activities  relating  to  the  issue  of  family 
violence  through  grants,   contracts  or  interagency  agreements: 

Grants  were  awarded  to  assist  in  the  development  and 
demonstration  of  protocols,   training  guides  and 
collaborative  procedures  between  welfare  offices  and 
domestic  violence  advocacy  organizations  in  response  to  TANF 
implementation  issues; 

Grant  awards  were  made  to  historical  black  colleges  and 
universities,   hispanic-serving  colleges  and  universities, 
and  tribal  colleges  and  universities  to  support  social  work 
graduate  students  practicums  in  domestic  violence; 

Projects  demonstrating  protocols  and  training  approaches 
that  are  useful  to  organizations  and  agencies  providing 
services  to  immigrant  and  battered  women  were  supported,  and 
projects  between  child  protective  service  agencies  and 
domestic  violence  advocacy  organizations  were  supported  to 
develop  effective  strategies  for  domestic  violence  services 
integration  into  child  protection  systems  and  strategies; 
and 
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An  additional  special  issue  resource  center  was  established 
to  provide  information,  technical  assistance  and  training 
for  Indian  Tribes  and  tribal  organizations,  and  for  public 
and  private  agencies  and  individuals  concerned  with  domestic 
violence  in  Indian  country. 

Funding  for  the  Family  Violence  Prevention  and  Services  program 
during  the  last  five  years  has  been  as  follows: 


1994  $27,  679,  000 

1995  $32,645,000 

1996  $47,  642,  500 

1997  $72,800,000 

1998  ;  $86,  800,  000 


Rationale  for  the  Budget  Request 

Domestic  violence  disrupts  communities,  destroys  relationships, 
and  harms  hundreds  of  thousands  of  Americans  each  year.  In 
addition  to  the  personal  burdens  domestic  violence  causes,  the 
financial  burdens,  public  and  private,  run  into  the  billions  of 
dollars  each  year.     In  1996,   the  National  Institute  of  Justice 
estimated  that  domestic  violence  costs  were  well  over  $100 
billion  a  year:     $67  billion  incurred  because  of  domestic 
violence  against  adults;  $32  billion  from  child  abuse;  and  the 
remainder  for  law  enforcement  and  the  judicial  system.  In 
addition,   a  summary  analysis  of  four  recent  studies  found 
consistently  high  percentages  of  women  on  welfare  are  abused  by 
their  partners .     Among  the  most  tragic  effects  of  family  violence 
is  the  cycle  of  abuse  that  may  be  perpetuated  by  children  and 
teenagers  who  see  and  experience  brutality  at  home. 

To  help  break  this  cycle  of  violence,   the  FY  1999  budget  request 
continues  the  Administration's  commitment  to  the  Family  Violence 
Program.     The  request  includes  $88,800,000  an  increase  of  $2 
million  over  the  FY  1998  comparable  appropriation. 

The  funding  provides  the  basis  for  the  continuation  of  important 
activities  which  support  the  States'   efforts  for  the  successful 
prevention  of,   and  intervention  in  the  cycle  of,  violence.  This 
program  directly  impacts  the  lives  of  victims,   survivors  and 
their  dependents.     It  enables  the  Secretary  to  support  more  than 
1,800  service  sites  for  abused  women  and  their  dependents,  which 
include  more  than  1,200  shelters.     The  FY  1999  request  will  also 
increase  the  number  of  federally-recognized  Indian  tribes  that 
have  family  violence  prevention  programs  from  20  percent  to  162 
tribes  or  30  percent  of  all  federally-recognized  tribes. 

Statistics  indicate  the  severity  of  the  problem.     Some  experts 
estimate  that  a  woman  has  between  a  l-in-3  and  a  l-in~5  chance  of 
being  physically  assaulted  during  her  lifetime;  total  domestic 
violence,   reported  and  unreported,   affects  as  many  as  four 
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million  women  a  year  ("Violence  Against  Women,  A  Majority  Staff 
Report",  Committee  on  the  Judiciary,  United  States  Senate,  103rd 
Congress,  October  1992,  p.  3,  citing  the  American  Medical 
Association  and  Dr.  Angela  Browne,   respectively) .     In  addition, 
approximately  2.4  million  children  are  abused  by  their  parents 
each  year. 

One  of  the  most  effective  solutions  to  the  problem  of  abuse 
appears  to  be  the  ability  of  a  victim  to  become  self-sufficient. 
During  FY  1999,   in  an  effort  to  help  remove  barriers  to  work  for 
victims  of  domestic  violence,  a  portion  of  these  funds  will 
provide  states  and  Indian  tribes  information  on  program  models, 
best  practices  and  training  guidelines  that  will  assist  and 
provide  effective  services  to  TANF  recipients,  provide  increased 
referrals  to  programs  that  enable  clients  to  become  self- 
sufficient,   and  provide  more  efficient  methods  of  obtaining  child 
support . 
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Name  of  Program:     Family  Violence  Prevention  and  Services 


Program  Data: 

Service  Grants: 
Formula 
Discretionary 

Research 

Demonstration 

Development 

Training/Technical 
Assistance 

Evaluation 

Program  Support  1/ 

Other  2/2/ 

TOTAL  PROGRAM 

Number  of  Applicants 
Number  of  Grants 
New  Starts : 

# 

$ 

Continuations : 
# 
$ 

Contracts : 
# 
$ 


1997  1998 
Appropriation  Appropriation 


$64,440,000 
1,995,000 


$78,120,000 
2,399,300 


1999 
Estimate 

$79,920,000 
2,562,000 


3 , 640 , 000 

4,340,000 

4 , 440 , 000 
300,000 

2,320,000 

500,000 

405,000 

1.940.700 

1.078.000 

$72,800,000 

$86,800,000 

$88,800,000 

536 
304 

719 
340 

749 
365 

299 

66,435, 000 

335 

81, 119,300 

360 

82,420,000 

5 

3,640,000 

5 

3,740,000 

5 

4,440,000 

4 

2,725,000 

8 

1, 940,700 

8 

1,940,000 

1/  Program  Support  --  Includes  State  Agency,  State  coalition  and 
Native  American  grantee  conferences;  Women  of  Color  GPRA  focus 
group  meetings. 

2/  FY  1997  and  1998  include  contracts  for  competitive  review 
panels,  assessment  of  CP/DV  collaboration  projects  and  teenage 
dating  abuse  projects,  African  American  Institute,  Latin 
Symposium,  Welfare  reform  technical  assistance,  family  violence 
conference  '99,  and  a  management  information  system. 

3/  FY  1998  and  FY  1999  include  contracts  for  management 
information  system,  Latina  symposium,  African  American  Institute, 
conference  '99,  and  competitive  review  panels. 
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Domestic  Violence  Hotline 

Authorizing  Legislation  -  Section  316(f)   of  the  Family  Violence 
and  Prevention  and  Services  Act,  as  amended. 

Increase 

FY  1997  FY  1998  FY  1999  or 

Enacted  Appropriation  Estimate  Decrease 

$1,200,000  $1,200,000  $1,200,000   

FY  1999  Authorization   $1,200,000 

Purpose  and  Method  of  Operations 

The  National  Domestic  Violence  Hotline  is  a  cooperative  agreement 
which  will  fund  the  operation  of  a  national,  toll-free  telephone 
hotline  to  provide  information  and  assistance  to  victims  of 
domestic  violence  in  an  effort  to  build  healthy,   safe  and 
supportive  communities  and  tribes.     Counseling  and  referral 
services  are  provided  24  hours -a -day,   365  days  a  year.  The 
hotline  also  must  publicize  its  telephone  number  and  the  services 
it  provides  to  potential  users  throughout  the  United  States. 

A  database  is  maintained  that  provides  information  on  services 
for  victims  of  domestic  assistance,   including  the  availability  of 
shelters,   to  which  callers  may  be  referred  throughout  the  United 
States.     Trained  hotline  counselors  are  available  for  non-English 
speakers  and  the  hotline  is  accessible  to  persons  who  are 
hearing- impaired . 

The  hotline  has  received  160,000  calls  since  it  became 
operational  in  February  of  1996.     The  hotline  number  is  1-800- 
799-SAFE.   The  hotline  TTY  number  is  1-800-787-3224. 

Funding  since  the  beginning  of  the  program  has  been: 


1995    $1,000,000 

1996    $400,000 

1997    $1,200,  000 

1998    $1,200,000 


Rationale  for  the  Budget  Request 

The  FY  1999  request  for  the  Domestic  Violence  Hotline  is 
$1,200,000,   the  same  as  the  FY  1998  appropriation. 

The  hotline  serves  as  a  critical  partner  in  the  prevention  and 
resource  assistance  efforts  of  the  Domestic  Violence  Resource 
Network.     It  provides: 

•  crisis  intervention  helping  the  caller  identify  problems 
and  possible  solutions,   including  making  plans  for  safety 
in  an  emergency; 
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•  information  about  sources  of  assistance  for  individuals 
and  their  friends,  families,  and  employers  wanting  to 
learn  more  about  domestic  violence,  child  abuse,  sexual 
assault,  intervention  programs  for  batterers,  working 
through  the  criminal  justice  system,  and  related  issues; 
and 

•  referrals  to  battered  women's  shelters  and  programs, 
social  service  agencies,  legal  programs,  and  other  groups 
and  organizations  willing  to  help. 
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Name  of  Program:  Domestic  Violence  Hotline 
Program  Dafra: 


FY  1997  FY  1998  FY  1999 

Appropriation       Appropriation  Estimate 

Service  Grants: 

Formula       

Discretionary  $1,200,000  $1,200,000  $1,200,000 

Research       

Demonstration      --- 

Development       

Training/Technical 

Assistance       

Evaluation      --- 

Program  Support       

Other  ---  ---  --- 


TOTAL  PROGRAM  1,200,000               $1,200,000  $1,200,000 

Number  of  Applicants  1  11 

Number  of  Grants  1  11 
New  Starts : 

#  111 

$  1,200,000                 1,200,000  1,200,000 

Continuations : 
# 
$ 

Contracts : 
| 
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Education  and  Prevention  Grants  to  Reduce  Sexual  Abuse  of 
Runaway,  Homeless  and  Street  Youth 

Authorizing  Legislation  -  Section  316  of  Part  A  of  the  Runaway 
and  Homeless  Youth  Act,   as  amended.     Authorizing  legislation 
expires  September  30,  1998. 


Increase 

FY  1997  FY  1998  FY  1999  or 

Enacted  Appropriation  Estimate  Decrease 

$8,000,000  $15,000,000  $15,000,000   

1999  Authorization    Authorizing  legislation 

will  be  proposed. 

Purpose  and  Method  of  Operation: 

The  Runaway  and  Homeless  Youth  Act  was  amended  to  authorize  the 
Secretary  to  make  grants  to  private,   non-profit  agencies  for 
street-based  outreach  and  education,   including  treatment, 
counseling,  provision  of  information,   and  referral  for  runaway, 
homeless  and  street  youth  who  have  been  subjected  to  or  are  at 
risk  of  being  subjected  to  sexual  abuse.     Priority  is  given  to 


agencies  that  have  experience  in  providing  services  to  this 
population.  This  program  authorizes  $30  million  over  three 
years,   FY  1996  through  FY  1998. 

Funds  for  the  program  since  it  began  are  as  follows: 

1996   $5,558,000 

1997   $8,000,000 

1998  $15,  000,  000 


Rationale  for  the  Budget  Request : 

The  FY  1999  request  for  the  Education  and  Prevention  Grants  to 
Reduce  Sexual  Abuse  program  is  $15,000,000,  the  same  as  the  FY 
1998  appropriation. 

The  funds  will  be  used  to  provide  outreach  services  to  runaway 
and  homeless  youth  who  have  been  sexually  abused  and/or  who  are 
particularly  vulnerable  to  being  subjected  to  sexual  abuse  while 
on  the  streets.     These  services  will  be  coordinated  with  existing 
services  for  runaway  and  homeless  youth,   namely  emergency  shelter 
and  transitional  living  efforts.     The  coordination  of  these 
resources  and  programs  will  increase  the  capacity  of  service 
providers  to  provide  outreach  to  street  youth,   a  currently 
underserved  population. 
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Name  of  Program:  Education  &  Prevention  Grants  to  Reduce  Sexual 
Abuse  of  Runaway,  Homeless  and  Street  Youth 

Program  Data: 


FY  1997  FY  1998  FY  1999 

Enacted       Appropriation  Estimate 

Service  Grants: 

Formula       

Discretionary  $7,500,000  $13,700,000  $13,700,000 

Research       

Demonstration    ---   

Development       

Training/Technical 

Assistance  240,000  600,000  600,000 

Evaluation      -  -  - 

Program  Support  1/  200,000  500,000  500,000 

Other  2/  60.000  200.000  200.000 

TOTAL  PROGRAM  $8,000,000  $15,000,000  $15,000,000 

Number  of  Applicants  100  100  100 

Number  of  Grants  70  154  154 
New  Starts: 

#  46  84  84 
$  4,600,000  8,400,000  8,400,000 

Continuations: 

#  24  70  70 
$  2,900,000       j  5,300,000  5,300,000 

Contracts : 

#  2  4  4 
$  500,000  1,300,000  1,300,000 


1/  Includes  monitoring,  meeting  and  data  collection. 
2/    Peer  Reviews . 
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FAMILY  VIOLENCE 

1997  1998  1999 

STATE:  ACTUAL      APPROPRIATION  ESTIMATE 


AiaDarna 

*7*1  AOO 
90,49 9 

40.40  00ft 
$912,930 

(AAA  AAi 

0933,901 

AI3SK3 

jaa  nnn 
490,001) 

JAA  AAA 

400,000 

JAA  44  4 

409,21 1 

Arizona 

7J7  OOP 

747,290 

ojc  acj 
840,054 

ACT  fi  J  A 

907,640 

Arkansas 

440,087 

CM  AAA 

030,200 

Cia  e47 

548,01  7 

California 

5,596,602 

6,810,844 

6,967,688 

Colorado 

663,851 

816,794 

835,603 

Connecticut 

580,228 

AAA  JAA 

099,499 

715,607 

Delaware 

Ann  aaa 
400,000 

JAA  AAA 
400,000 

JAA  44  4 
409,211 

QlSt.  Of  COI. 

jaa  AAA 

400,000 

JAA  AAA 
400,000 

JAA  14  4 

409,21 1 

Florida 

2,509,774 

3,076,601 

3,147,450 

Georgia 

l  ,275,733 

4  eta  ate 

1 ,570, 389 

4  CAT  4CC 

1,007,100 

Hawaii 

jaa  AAA 

400,000 

JAA  AAA 
400,000 

Ann  <*4  4 
409,211 

laano 

jaa  AAA 

400,000 

JAA  AAA 

400,000 

jab  04  4 

409,21 1 

Illinois 

4  AAC  AAT 

2,095,907 

4  C44  4JE 

2,531 ,145 

4  CBA  JOO 

2,589,433 

Indiana 

1,028,110 

1,247,946 

1,276,684 

Iowa 

BAO  C4  0 

503,51  J 

CAB  1017 

609,33/ 

COO  OfiO. 
023,309 

Kansas 

A  CA   4  00 

454,43c 

IfJA  C4f 

049,010 

ceo  4cq 

OOjC,1  09 

Kentucky 

eg4  S74 

000,  1197 
029,027 

gjg  qoc 
040,930 

Louisiana 

7CQ  4CT 
/  03,20  / 

ooq  ent 
929, 0U3 

q*i  n4n 

901 ,U1 U 

Maine 

400,000 

400,000 

409,211 

met  ryianu 

oqo  J  CO 

4  nm  ca7 

1  ins  ism 

1  ,iuo,owi 

Massachusetts 

1,U70,  123 

4  o.m  C70 

1,301,07  3 

4  104  C4C 

Michigan 

1 ,03  1 ,  /  05 

9  AAO  7ft«i 
2,049,700 

jC,090,900 

Minnesota 

f>4C  7  A  ft 
0  I  0,  /  40 

QQC  40c 

990,190 

1  Ml  111 

1,010,1 1* 

Mississippi 

477,824 

580,281 

593,644 

Missouri 

O.4  0  0  4  7 

943,24/ 

4   4  JJ  QCE 

1,144,900 

1  171  119 
1,1  7 1,M< 

Montana 

JAA  AAA 
400,000 

JAA  AAA 
400,000 

JAA  44  4 

409,211 

iMcDIaSIUl 

xnn  aaa 

Ann  nnn 

409  211 

Nevada 

jaa  aao 

Ann  nnn 

409,211 

New  Hampshire 

400,000 

400,000 

409,211 

New  Jersey 

1,407,606 

1,706,659 

1,745,960 

New  Mexico 

400,000 

400,000 

409,211 

New  York 

3,213,134 

3,885,277 

3,974,748 

North  Carolina 

1,274.729 

1,564,579 

1,600,608 

North  Dakota 

400,000 

400,000 

409,211 

Ohio 

1,975,610 

2,387,143 

2,442,115 

Oklahoma 

580,759 

705,268 

721,509 

Oregon 

556,487 

684,543 

700,307 

Pennsylvania 

2,138,782 

2,575,799 

2,635,115 

Puerto  Rico 

400,000 

764,877 

782,491 

126? 


FAMILY  VIOLENCE 


1997 

1998 

1999 

STATE: 

ACTUAL 

APPROPRIATION 

ESTIMATE 

400,000 

400,000 

409,211 

South  Carolina 

650,741 

790^301 

soeisoo 

South  Dakota 

400,000 

400,000 

409,211 

Tenness€e 

9«*  1 ,1  59 

1  1  36  633 

1  162  806 

Texas 

3,317,309 

4,086,752 

4,180,863 

Utah 

400,000 

427,305 

437,145 

Vermont 

400,000 

400,000 

409,211 

Virginia 

1,172,503 

1,426,132 

1,458,973 

Washington 

962,204 

1,182,141 

1,209,364 

West  Virginia 

400,000 

400,000 

409,211 

VV  IsWUIBalil 

§07  638 

9UI  ,wwv 

1,102,448 

1  127  835 

wwj  wBemiy 

Ann  aaa 

*TOVgUUV 

100  000 

409,21  1 

Total  States 

SO  630  126 

60  i£&  663 

61  840  685 

Tribes 

7  280  000 

6  6SQ  000 

8  879  Ssa 

Discretionary 

7,280,000 

8,680,000 

8,879,885 

Territories: 

American  Samoa 

63,700 

75,950 

79,915 

Guam 

63,700 

75,950 

79,915 

Mariana  Islands 

63,700 

75,950 

79,915 

Patau 

15,074 

7,637 

Virgin  Islands 

63,700 

75,950 

79,915 

Total  Territories 

269,874 

311,337 

319,660 

Coalitions 

7,280,000 

8,680,000 

8,879,885 

Total  Budget  Authority 

$72,800,000 

$86,800,000 

$88,800,000 
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The  following  accounts  were  authorized  by  the  Personal 
Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996 
(P.L.   104-193) .     FY  1999  funding  for  these  accounts  has  been 
appropriated  and,   therefore,   no  funds  are  being  requested. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Temporary  Assistance  for  Needy  Families 


FY  1999  Budget  Page 

Amounts  available  for  obligation    L-2 

Summary  of  changes   L-3 

Budget  authority  by  activity  '  L-4 

Budget  authority  by  object   L-5 

Authorizing  legislation                                                                    .  L-6 

Appropriation  history  table    L-9 

Justification: 

A.  General  Statement    L-ll 

B.  State  Family  Assistance  Grants    L-12 

C.  Territories  -  Family  Assistance  Grants    L-16 

D.  Matching  Grants  to  Territories    L-18 

E .  Bonus  to  Reward  Decrease 

in  Out-of -Wedlock  Births    L-20 

F.  Supplemental  Grants  for  Population 

Increases     .                                                .......  L-22 

G.  Bonus  to  Reward  High 

Performance  States    L-24 

H.  Tribal  Work  Programs   L-26 

I.  Loan  Fund    L-2 8 

J.     State  Tables    L-30 


L-l 
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Temporary  Assistance  for  Needy  Families 


SUMMARY  OF  CHANGES 

1998  Appropriation     .    .   $16,699,806,000 

1999  Appropriation    $16,998,163,000 

Net  change    +$298,357,000 


1998  Current  Change  from 

Estimate  Base  Base 

Increases : 

Built-in: 

1 .  State  drawdown  of 
Bonus  to  Reward 
Decrease  in 

Out -of -Wedlock 

Births  $0  +75,000,000 

2 .  Increase  in 
State  drawdown  of 
Supplemental  Grants  for 

Population  Increases  $79,447,000  +81,434,000 

3 .  State  drawdown  of 
Bonus  to  Reward 
High  Performance 

States  $0  $200,000,000 

4 .  Increase  in  loan  fund 

disbursements   $32,331,000  +16,165,000 

Total  increases   +372,599,000 

Decreases : 

A.  Built-in: 

1.  State  Penalties  $0  -$50,000,000 

2 .  Change  in  repayment  of 
loan  fund  principal 

and  interest  -$6,067,000  -$24,242,000 

Total  decreases   -$74,242,000 

Net  change   +$298,357,000 

L-3 
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APPROPRIATIONS  HISTORY  TABLE 
Temporary  Assistance  for  Needy  Families 

$111, 039, 000 
$13,410,374, 000 
$16, 699, 806, 000 
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Justification 
Temporary  Assistance  for  Needy  Families 


1998  1999 
Appropriation  Appropriation 


Increase 
or 

Decrease 


State  Family 

Assistance  Grants.  .  .SJ.6,  488,  667,  000  $16,488,667,000   

State  Penalties     -$50,000,000  -50,000,000 

Territories  -  Family 

Assistance  Grants. .   $77,875,000  $77,875,000   

Matching  Grants 

to  Territories   $19,920,000  $19,920,000   

Bonus  to  Reward 
Decrease  in 

Out-of-Wedlock  Births  ---  $75,000,000  +$75,000,000 

Supplemental  Grants 
for  Population 

Increases   $79,447,000  $160,881,000  +$81,434,000 

Bonus  to  Reward  High 

Performance  States...    $200,000,000  +$200,000,000 

Tribal  Work 

Programs   $7,633,000  $7,633,000 

Welfare  Loan  Fund 

Disbursements   $32,331,000  $48,496,000  +$16,165,000 

Welfare  Loan 

Fund  Repayments   $-6,067,000         $-30,309,000  -$24,242,000 

Total,  budget 

authority   $16,699,806,000  $16,998,163,000  +$298,357,000 


L-10 


1279 


TEMPORARY  ASSISTANCE  FOR  NEEDY  FAMILIES 
General  Statement 

Title  I  of  P.L.  104-193,  the  Personal  Responsibility  and  Work 
Opportunity  Reconciliation  Act  of  1996   (PRWORA)  created  the 
Temporary  Assistance  for  Needy  Families   (TANF)  program.  The 
legislation  repealed  the  Aid  to  Families  with  Dependent  Children 
(AFDC) ,  Emergency  Assistance  (EA)  and  the  Job  Opportunities  and 
Basic  Skills  Training  (JOBS)  programs  and  replaced  them  with  a 
single  block  grant  to  States . 

* 

The  purpose  of  TANF  is  to  increase  State  flexibility  in  operating 
programs  designed  to: 

(1)  provide  assistance  to  needy  families  so  that  children  may  be 
cared  for  in  their  own  homes  or  in  the  homes  of  relatives; 

(2)  end  the  dependence  of  needy  parents  on  government  benefits  by 
promoting  job  preparation,  work,  and  marriage; 

(3)  prevent  and  reduce  the  incidence  of  out-of-wedlock  pregnancies 
and  establish  annual  numerical  goals  for  preventing  and  reducing 
the  incidence  of  these  pregnancies;  and 

(4)  encourage  the  formation  and  maintenance  of  two-parent 
families. 

The  Balanced  Budget  Act  of  1997  (P.L.  105-33)  provides  additional 
resources  to  move  people  from  welfare  assistance  to  permanent 
employment  by  authorizing  the  Department  of  Labor  to  provide 
Welfare-to  Work  Grants  to  States  and  local  communities.  These 
grants  are  designed  to  move  hard- to- employ  TANF  recipients  into 
unsubsidized  jobs  offering  long-term  employment  opportunities. 

Programs  Financed: 

The  following  activities  are  authorized  and  preappropriated  under 
P.L.  104-193  for  the  implementation  of  the  Temporary  Assistance  for 
Needy  Families  program  and  are  integral  parts  of  welfare  reform: 

o  Family  Assistance  Grants  to  States,  Tribes  and  Territories 

o  Matching  Grants  to  Territories 

o  Bonus  to  Reward  Decrease  in  Out -of -Wedlock  Births 
o  Supplemental  Grants  for  Population  Increases 
o  Bonus  to  Reward  High  Performance  States 
o  Tribal  Work  Programs 
o  Loans  for  State  Welfare  Programs 

L-ll 
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Purpose  and  Method  of  Operation 
State  Family  Assistance  Grants 

The  ACF  strategic  goal  of  increasing  the  productivity  and  self- 
sufficiency  of  families  is  consistent  with  one  of  the  goals 
Congress  wanted  to  achieve  in  the  creation  of  the  Temporary 
Assistance  for  Needy  Families   (TANF)  program.     Achieving  this  goal 
is  dependent  upon  helping  welfare-dependent  individuals  obtain 
sustained  employment  through  appropriate  work  requirements  and  with 
providing  time -limited  assistance. 

ACF  is  committed  to  increased  self-sufficiency  for  low-income 
families  by  setting  a  goal  of  moving  one  million  welfare  recipients 
into  new  employment  within  the  first  two  years  of  welfare  reform. 
This  goal  will  be  accomplished  through  State  efforts  under  the  TANF 
program,  successful  implementation  with  the  Department  of  Labor's 
new  Welfare- to-Work  Jobs  Challenge  Initiative,   linkages  with 
private  sector  employers,  the  Federal  hiring  initiative,  and  other 
innovative  efforts  designed  to  move  welfare  recipients  into  work. 

Funding  to  States  for  TANF  is  provided  primarily  through  State 
Family  Assistance  Grants.     Tribes  are  eligible  to  operate  their  own 
TANF  programs  and  those  that  choose  to  do  so  will  also  receive 
Family  Assistance  Grants. 

States  may  use  their  Family  Assistance  Grant  "in  any  manner 
reasonably  calculated  to  accomplish  the  purpose  of  TANF." 
Activities  authorized  under  the  former  AFDC,  EA,   IV-A  child  care 
and  JOBS  programs  are  eligible  uses. 

All  States  and  the  District  of  Columbia  met  the  deadline  of  July  1, 
1997  to  implement  a  TANF  State  plan.     Each  plan  outlines  the 
State's  TANF  program  and  the  services  and  benefits  designed  to 
achieve  the  goals  of  the  TANF  block  grant .  TANF  funds  were  issued 
to  a  State  implementing  TANF  once  the  State's  plan  was  determined 
complete  and  the  State  had  met  the  requirements  for  the  4 5 -day 
public  comment  period.     As  of  December  1997,   9  Tribal  TANF  plans 
have  also  been  approved. 

A  State's  annual  Family  Assistance  Grant  amount  is  based  on  the 
highest  of  three  calculations,  all  of  which  are  based  on  the 
State's  historic  levels  of  Federal  expenditures  for  AFDC,  EA  and 
JOBS.     States  must  maintain  at  least  80  percent  of  their  own 
historic  spending  levels  (75  percent  if  the  State  meets  the  minimum 
TANF  work  participation  requirements) .     A  State  may  transfer  up  to 
a  total  of  30  percent  of  the  funds  paid  to  it  under  Section  403 (a) 
(State  Family  Assistance  Grant,  Bonus  to  Reward  Decrease  in  Out -of - 
Wedlock  Births,  Supplemental  Grant  for  Population  Increases  and 
Bonuses  to  Reward  High  Performance)  to  either  the  Child  Care  and 
Development  Block  Grant  program  or  Social  Services  Block  Grant 
programs;  however,  the  State  may  only  transfer  up  to  10  percent  of 


L-12 


1281 


the  funds  to  the  Social  Services  Block  Grant  program. 
Administrative  costs  are  capped  at  15  percent  of  the  TANF  grant, 
but  this  restriction  does  not  apply  to  funds  spent  for  information 
technology  and  computerization  for  tracking  or  monitoring. 

States  have  wide  flexibility  under  TANF  to  determine  their  own 
eligibility  criteria,  benefit  levels,  and  the  type  of  services  and 
benefits  available  to  TANF  recipients.     Each  family  must  be  needy, 
as  defined  by  the  State,  and  must  include   (or  be  expecting)  a 
child.     States  are  required  to  assess  the  skills  of  recipients  and 
help  them  prepare  for  and  find  work.     Adult  recipients  must  work 
once  the  State  determines  the  recipient  is  ready  to  engage  in  work, 
or  after  receiving  assistance  for  24  months,  whichever  is  earlier, 
with  few  exceptions.     States  also  are  required  to  meet  minimum 
participation  rate  requirements.     Thirty  percent  of  all  families 
must  be  engaged  in  work  activities  in  FY  1998,   rising  to  50  percent 
in  FY  2002.     Seventy-five  percent  of  two-parent  families  must 
participate  in  FY  98  and  90  percent  thereafter.     Families  who  have 
received  federally- funded  assistance  under  TANF  for  five  cumulative 
years   (or  less  at  State  option)  will  no  longer  be  eligible  for 
federally- funded  assistance. 

ACF  consulted  extensively  with  States  and  other  customers/partners 
for  the  purpose  of  developing  regulations  on  work  participation 
standards,  the  TANF  data  collection  system,  and  state  penalties. 
(The  legislation  requires  financial  penalties  if  States  do  not  meet 
the  work  participation  targets  or  certain  other  program 
requirements.)     In  addition,  ACF  will  identify  model  welfare-to- 
work  programs  and  strategies  and  will  provide  this  information  to 
States.     ACF  will  also  seek  to  increase  the  availability  of  jobs 
for  TANF  recipients  both  in  the  private  and  public  sectors, 
including  Federal  entry- level  jobs.     ACF  will  be  able  to  assess 
success  in  moving  recipients  from  welfare  to  work  and  eventually  to 
self-sufficiency  through  its  proposed  work  measures. 

In  order  to  receive  the  formula  Wei fare -to  Work  grants 
(approximately  75  percent  of  the  FY  1998  appropriation  of  $1.5 
billion) ,  States  must  submit  a  plan  in  the  form  of  an  addendum  to 
the  State  TANF  plan.     The  Secretary  of  Labor  must  determine  that 
the  plan  meets  the  statutory  requirements .     Governors  are 
responsible  for  administering  formula  funds  and  for  assuring  that 
they  are  coordinated  with  funds  spent  under  the  TANF  block  grant . 

ACF  proposes  the  following  measures  and  performance  targets: 

1)  All  States  meet  the  TANF  work  participation  targets  for  FY 
1999:  All  families:   35%     Two  parent  families:  90%; 

2)  -Increase  from  the  1998  base  year,  the  number  of  TANF  adults 
(families)  who  are  working; 

3)  Increase  the  number  of  adult  TANF  recipients/former 
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recipients  who  were  employed  in  FY  1998  and  continue  to  be  employed 
in  FY  1999; 

4)   Increase  the  average  earnings  received  by  TANF 
recipients/former  recipients  from  the  FY  1998  base  year. 
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State  Family  Assistance  Grant 
Program  Data: 


FY  1997  FY  1998  FY  1999 

Actual        Appropriation  Appropriation 

Service  Grants 

Formula  $13 , 358 , 318 , 000$16 , 488 , 667, 000  $16,488,667,000 
Discretionary       


Research 


Demonstration 


Development       

Training / Te chni  ca 1 

Assistance       

Evaluation       

Program  Support       

Other  ---     

Total  Program  $13, 358, 318, 000$16, 488, 667, 000  $16,488,667,000 


Number  of  Applicants  51  51  51 

Number  of  Grants  51  51  51 

New  Starts: 

#  51  51  51 

$13,358,318, 000$16, 488, 667, 000  $16,488,667,000 


Continuations : 
# 
$ 

Contracts : 

# 

$ 
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Territories  -  Family  Assistance  Grants 

These  grants  provide  funding  for  territories  to  operate  their  own 
TANF  programs.     Territories  are  subject  to  the  same  State  plan, 
work  and  maintenance -of -effort  requirements  as  the  50  States  and 
the  District  of  Columbia.     A  territory's  allocation  is  based  on 
historic  funding  levels. 

Section  1108 (a)   of  the  Social  Security  Act  provides  for  a 
limitation  on  payment  to  Puerto  Rico,  Guam,   the  Virgin  Islands,  and 
American  Samoa.     New  ceiling  amounts  were  established  by  P.L.   104  - 
193  and  most  recently  amended  by  P.L.   105-33.     The  ceiling  amounts 
apply  to  aggregate  spending  for  TANF  programs   (with  the  exception 
of  the  bonus  and  loan  funds) ,   assistance  to  needy  aged,  blind  or 
disabled  adults,   and  foster  care  and  adoption  assistance.  Title 
IV-B  programs   (child  welfare  services  and  family  preservation)  are 
not  included  in  the  ceiling  amounts.     The  new  ceiling  amounts  are: 
Puerto  Rico  -  $107,255  million;  Guam  -  $4,686  million;  Virgin 
Islands  -  $3,554  million;  and  American  Samoa  -  $1  million. 
American  Samoa  never  opted  to  operate  an  AFDC  or  TANF  program. 
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Territories  -  Family  Assistance  Grants 
Program  Data: 


FY  1997  FY  1998  FY  1999 

Actual          Appropriation  Appropriation 

Service  Grants 

Formula  $44,519,000           $77,875,000  $77,875,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other  ---  ---   


Total  Program  $44,519,000  $77,875,000  $77,875,000 

Number  of  Applicants  2  3  3 

Number  of  Grants  2  3  3 
New  Starts : 

#  2  3  3 

$  $44,519,000  $77,875,000  $77,875,000 

Continuations: 
# 
$ 

Contracts : 

# 

$ 
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Matching  Grants  to  Territories 

The  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act 
of  1996    (P.L.   104  -  193)   created  a  new  funding  stream  (and 
appropriation)   under  section  1108(b).     These  funds,  which  are 
subject  to  the  section  1108  ceiling  and  additional  maintenance-of - 
effort  requirements,  may  be  used  for  the  TANF  program  and  the 
Foster  Care,  Adoption  Assistance,   and  Independent  Living  programs 
only  (not  the  adult  assistance  programs) ;  the  Federal  matching  rate 
is  75  percent. 

Expenditures  made  for  TANF  and  the  IV-E  programs  with  Matching 
Grant  funds,   i.e.  Matching  Grant  expenditures,   are  subject  to  the 
same  requirements  that  are  applicable  to  TANF  activities  funded 
with  Federal  Funds  and  IV-E  activities  under  the  IV-E 
appropriation.     Thus,   e.g.,    if  TANF  assistance  is  provided  to  a 
family  with  Matching  Grant  funds,   the  5 -year  limit  on  assistance 
applies . 

Use  of  the  Matching  Grant  is  optional.     Unlike  the  Family 
Assistance  Grant,   there  is  no  fixed  amount  available  for  the 
Matching  Grant.   In  general,   the  Matching  Grant  is  the  difference 
between  the  Territory's  ceiling  and  the  amounts  granted  for  TANF, 
the  adult  assistance  programs,   and  the  Foster  Care  and  Adoption 
Assistance  programs  for  the  fiscal  year. 
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Matching  Grants  to  Territories 
Program  Data : 


FY  1997       FY  1998  FY  1999 

Actual  Appropriation  Appropriation 


Service  Grants 
Formula 
Discretionary 

Research 

Demonstration 

Development 

Training/Technical 
Assistance 

Evaluation 

Program  Support 

Other (footnote) 

Total  Program 

Number  of  Applicants 

Number  of  Grants 
New  Starts : 
# 
$ 

Continuations : 
# 
$ 


$19,920,000 


$19, 920, 000 


Contracts : 


$19, 920, 000 
3 
3 
3 

$19,-920,  000 


$19, 920, 000 
3 
3 
3 

$19, 920, 000 
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Bonus  to  Reward  Decrease  in  Out -of -Wedlock  Births 

These  bonus  funds  will  be  awarded  in  FYs  1999-2002  to  States  and 
certain  territories  that  show  the  largest  reduction  in  out-of- 
wedlock  childbearing  if  their  abortion  rates  are  lower  than  they 
were  in  FY  1995. 

The  total  amount  of  bonus  awards  may  not  exceed  $100,000,000  for 
any  year.     No  more  than  five  states  and  three  territories  are 
eligible  for  these  bonus  awards  in  any  year.     The  eligible 
territories  are:  Guam,   the  Virgin  Islands,  and  American  Samoa. 

If  five  states  are  eligible,  but  no  territories,   the  amount  of  each 
grant  will  be  $20,000,000.     If  four  states  and  no  territories  are 
eligible,   the  amount  of  each  grant  will  be  $25,000,000.     If  any  of 
the  territories  is  eligible,   the  grants  to  the  states  will  be 
reduced  by  the  amount  of  the  award  to  the  territories .  The 
territories  will  receive  25  percent  of  their  Section  1108  ceiling 
amount . 
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Bonus  to  Reward  Decrease  in  Out -of -Wedlock  Births 
Program  Data: 


FY  1997  FY  1998  FY  1999 

Actual        Appropr iat ion  Appropriation 


Service  Grants 
Formula 
Discretionary 

Research 

Demonstration 

Development 

Training/Technical 
Assistance 

Evaluation 

Program  Support 

Other (footnote) 


Total  Program 

Number  of  Applicants 

Number  of  Grants 
New  Starts : 
# 
$ 

Continuations : 
# 

$ 

Contracts : 

# 

$ 

a/  The  number  of  applicants  eligible 
at  this  time. 


$75, 000, 000 


$75, 000, 000 
---a/ 

$75,000,000 


to  receive  funds  is  not  known 
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Supplemental  Grants  for  Population  Increases 

These  grants  provide  additional  TANF  funding  in  FYs  1998-2001  to 
States  that  experience  increases  in  their  populations  and  have  low 
levels  of  welfare  spending  per  capita.     A  State  may  qualify  for  a 
grant  in  years  after  FY  1998  only  if  it  qualified  in  FY  1998. 
Territories  and  tribes  are  not  eligible. 

States  may  qualify  for  Supplemental  Grants  based  on  either  of  two 
sets  of  criteria: 

Under  the  criteria  for  "automatic  qualification, "  States  with 
very  low  levels  of  per  capita  welfare  spending  or  very  high  rates 
of  population  growth  are  deemed  automatically  qualified  for  full 
supplemental  grants  in  all  four  fiscal  years.     A  State  is  deemed 
qualified  if  either:   1)   the  level  of  welfare  spending  per  poor 
person  by  the  State  in  FY  1994  was  less  than  35  percent  of  the 
national  average,  or  2)   the  State's  population  increased  by  more 
than  10  percent  between  April  1,   1990  and  July  1,   1994.  Eleven 
States  qualify  under  this  criteria. 

Under  the  second  set  of  criteria,   for  "general  eligibility, " 
States  with  below-average  per  capita  welfare  spending  and  above- 
average  rates  of  population  growth  may  qualify  for  Supplemental 
Grants  for  all  four  years,  but  the  amount  received  in  any  year  will 
depend  on  whether  a  State  remains  qualified  for  that  year.  States 
may  qualify  for  a  fiscal  year  if:   1)   the  level  of  welfare  spending 
per  poor  person  in  the  State  for  the  immediately  preceding  fiscal 
year  is  less  than  the  national  average;  and  2)   the  State's 
population  growth  rate,   according  to  Census  data  for  the  most 
recent  year  for  which  data  are  available,   is  greater  than  the 
national  average  population  growth  rate  for  all  States  for  the  same 
period.     Six  States  qualify  under  this  criteria. 

The  total  amount  of  Supplemental  Grants  appropriated  for 
FYs  1998-2001  is  $800  million. 
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Supplemental  Grants  for  Population  Increases 


Program  Data: 


FY  1997 
Actual 


FY  1998  FY  1999 

Appropriation  Appropriation 


Service  Grants : 
Formula 


$79,447, 000 


$160, 881, 000 


Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other  ---  ---   

TOTAL  PROGRAM  ~  $79,447, 000       $160, 881, 000 

Number  of  Applicants    17  17 

Number  of  Grants    17  17 

New  Starts : 


# 

$ 


17 

$79,447, 000 


17 

$160, 881, 000 


Continuations : 
# 
$ 


Contracts : 
# 
$ 
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Bonus  to  Reward  High  Performance  States 

The  ACF  strategic  goal  of  economic  independence  and  productivity 
of  families  is  one  of  the  goals  Congress  wanted  to  achieve  in  the 
creation  of  the  Temporary  Assistance  for  Needy  Families  (TANF) 
program.     In  addition  to  providing  States  with  flexibility  in 
program  design  and  funding  through  the  block  grant,  Congress 
created  a  High  Performance  Bonus  program  to  facilitate  the 
achievement  of  this  goal . 

These  grants  provide  bonus  funds  for  FYs  1999-2003  for  States 
that  meet  certain  performance  measures  reflecting  how  well  they 
are  achieving  the  goals  of  TANF.     The  measurement  of  State 
performance  will  be  based  on  a  formula  developed  by  HHS  in 
consultation  with  the  National  Governors'  Association  and  the 
American  Public  Welfare  Association,   as  required  by  P.L.  104-193. 

The  annual  total  amount  of  the  grants  will  average  $200,000,000, 
and  the  total  amount  for  all  five  fiscal  years  will  equal 

$1,000,000,000. 

ACF  consulted  extensively  with  States  and  other 

customers/partners  for  the  purpose  of  developing  regulations  on 
the  High  Performance  Bonus .     The  proposed  rule  for  the  High 
Performance  Bonus  is  currently  scheduled  for  publication  by 
Winter  FY  98.     A  final  rule,  which  will  contain  completed 
performance  measures,   should  be  published  by  the  end  of  FY  1998. 
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Bonus  to  Reward  High  Performance  States 
Program  Data: 


FY  1997                 FY  1998  FY  1999 
Actual          Appropriation  Appropriation 

Service  Grants 

Formula      $200,000,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other       


Total  Program 

Number  of  Applicants 

Number  of  Grants 
New  Starts : 
# 
$ 

Continuations : 
# 
$ 

Contracts : 

# 

$ 

a/  The  number  of  applicants  eligible  to  receive  funds  is  not 
known  at  this  time. 


$200, 000, 000 
---a/ 

$200, 000, 000 
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Tribal  Work  Programs 

These  grants  are  available  to  Indian  tribes  and  Alaska  Native 
organizations  that  conducted  a  Job  Opportunities  and  Basic  Skills 
Training   (JOBS)   program  in  FY  1995.     The  purpose  of  these  grants 
is  to  operate  a  program  to  make  work  activities  available  to 
members  of  the  Indian  Tribe.     The  effective  date  for  the  new 
program  was  July  1,   1997.     The  amount  of  each  Tribe's  grant  is 
equal  to  the  amount  of  the  Tribe's  JOBS  allocation  in  FY  1994. 
Funding  is  authorized  and  pre -appropriated  at  $7,633,000  for  each 
fiscal  year. 
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Tribal  Work  Programs 
Program  Data: 


FY  1997  FY  1998  FY  1999 
Actual          Appropriation  Appropriation 

Service  Grants 

Formula  a/  $7,638,000  $7,633,000  $7,633,000 

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other 


Total  Program  $7,638,000  $7,633,000  $7,633,000 

Number  of  Applicants  78  78  78 

Number  of  Grants  78  78  7  8 
New  Starts: 

#  78  78  78 

$  $7,638,000  $7,633,000  $7,633,000 

Continuations : 
# 
$ 


Contracts : 

# 

$ 

a/  The  authorization  was  reduced  from  $7,638,000  to  $7,633,000 
by  P.L.   105-33  for  FY  98  and  succeeding  fiscal  years. 
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Loans  for  State  Welfare  Programs 

Federal  loans  are  available  to  States  and  territories  for  any 
purpose  for  which  the  Family  Assistance  Grant  may  be  used. 
Tribes  are  eligible  if  they  have  an  approved  tribal  assistance 
plan  and  the  loan  is  used  for  the  same  purpose  as  the  Tribal 
TANF,  Work  or  Welfare -to-Work  Programs.     States,  territories,  and 
tribes  are  eligible  for  loans  if  they  have  not  incurred  a  penalty 
for  misuse  of  its  Family  Assistance  Grant.     The  outstanding 
dollar  amount  of  any  loan  made  during  fiscal  years  1997-2002  may 
not  exceed  10  percent  of  the  grantee's  annual  Family  Assistance 
Grant .     Loans  may  not  have  a  maturity  of  more  than  three  years . 
If  a  grantee  defaults  on  a  loan,  the  outstanding  loan  amounts 
will  be  repaid,  plus  any  interest  owed,  in  the  next  fiscal  year 
by  reduction  in  the  Family  Assistance  Grant.     The  total  amount  of 
loans  outstanding  for  all  States  and  Tribes  may  not  exceed  $1.7 
billion. 
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Loans  for  State  Welfare  Programs 
Program  Data :         —  ** 

FY  1997 
Actual 


FY  1998  FY  1999 

Appropriat ion  Appropriation 


Service  Grants 
Formula 
Discretionary 

Research 

Demonstration 

Development 

Training/Technical 
Assistance 

Evaluation 

Program  Support 

Other  a/ 

Total  Program 

Number  of  Applicants 

Number  of  Grants 
New  Starts : 
# 
$ 

Continuations : 
# 
$ 

Contracts : 


$26,264,000 

$26,264,000 
2 
2 
2 

$26,264,000 


$18, 187, 000 

$18, 187, 000 
3 
3 
3 

$18, 187, 000 


# 
$ 

a/     Federal  loans  are  available  to  States  and  territories  for  any 
purpose  for  which  the  Family  Assistance  Grant  may  be  used. 
Tribes  are  eligible  if  they  have  an  approved  tribal  assistance 
plan  and  use  the  loan  for  Tribal  TANF,  Work  or  Welf are-to-Work 
Programs.     Grantees  are  eligible  for  loans  if  they  have  not 
incurred  a  penalty  for  misuse  of  their  Family  Assistance  Grant. 
The  total  amount  of  loans  outstanding  may  not  exceed  $1.7 
billion. 
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FAMILY  ASSISTANCE  GRANTS  (INCLUDES  STATES,  TRIBES,  AND  TERRITORIES) 

1997  1998  1999 

STATE:  ACTUAL  APPROPRIATION  ESTIMATES 


Alabama 

81,313,004 

93,315,207 

93,315,207 

Alaska 

18,759,063 

63,609,072 

63,609,072 

Arizona 

222,419,988 

222,419,988 

222,419,988 

Arkansas 

19,936,461 

56,732,858 

56,732,858 

California 

3,147,715,829 

3,733,817,784 

3,733,817,784 

Colorado 

45,627,939 

136,056,690 

136,056,690 

Connecticut 

266,788,107 

266,788,107 

266,788,107 

Delaware 

14,564,516 

32,290,981 

32,290,981 

Dist  of  Col. 

61,048,692 

92,609,815 

92,609,815 

Florida 

562,340,120 

562,340,120 

562,340,120 

Georgia 

tKA  OO 

2o4,339,o2o 

«<|A  TA4  74A 

330,741,739 

330,741,739 

Hawaii 

28,631,202 

A  A  AAi  «aa 

98,904,788 

98,904,788 

idano 

10,000,097 

«4  aid  AO 

31,938,002 

31,93o,052 

"«* — »- 
Illinois 

1 34,004,829 

roc  nee  ocn 
000,000,900 

COC  ACS  AAA 

000,000,900 

Indiana 

206,799,109 

206,799,109 

206,799,109 

Iowa 

4*0  4£A 

105,169,272 

JAi    ft"  *%A  AS? A 

131,524,859 

A  *%  A    m*\M  AAA 

131,524,959 

Kansas 

4/v<<  Ai4  ac*»« 

101,931,061 

4A4  AA4 

101,931,061 

4A4   A14   AA  <• 

101,931,061 

Kentucky 

170,006,205 

jAi  tttmm  aaa 

181,287,669 

.A  A*4  -AAV  AAA 

181,287,669 

Louisiana 

139,757,495 

JAM  A*4  AAA? 

163,971,985 

JAA  A*V«i  AAA? 

163,971,985 

Maine 

72,476,874 

78,120,889 

78,120,889 

Maryland 

183,017,827 

229,098,032 

229,098,032 

Massachusetts 

459,371,116 

459,371,116 

459,371,116 

Michigan 

775,352,858 

775,352,858 

775,352,858 

Minnesota 

111,835,618 

267,984,886 

267,984,886 

Mississippi 

86,767,578 

86,767,578 

86,767,578 

Missouri 

187,838,524 

217,051,740 

217,051,740 

Montana 

31784,030 

45,534,006 

45,534,006 

Nebraska 

49,340,853 

58,028,579 

58,028,579 

Nevada 

34,008,078 

43,976,750 

43,976,750 

New  Hampshire 

38,521,261 

38,521,261 

38,521,261 

New  Jersey 

293,107,925 

404,034323 

404,034,823 

New  Mexico 

31,991,934 

129.103,156 

126,103,156 

New  York 

1,982,294,198 

2,442,930,602 

2,442,930,602 

North  Carolina 

225,973,410 

302,239,599 

302,239,599 

North  Dakota 

11,066,221 

26,399,809 

26,399,809 

1299 


FAMILY  ASSISTANCE  GRANTS  (INCLUDES  STATES,  TRIBES,  AND  TERRITORIES) 


1997 

1998 

1999 

STATE: 

ACTUAL 

APPROPRIATION 

ESTIMATES 

Ohio 

727,968,260 

727,968,260 

727,968,260 

Oklahoma 

148,013,558 

148,013,558 

148,013,558 

Oregon 

167,808,448 

167,924,513 

167,924,513 

418  343  381 

719  499  305 

719  499  305 

Rhode  Island 

46,025,651 

95,021,587 

95,021,587 

South  Carolina 

93,872,849 

99,967,824 

99,967,824 

South  Dakota 

18,759,543 

21,893,519 

21,893,519 

Tennessee 

191,523,797 

191,523,797 

191,523,797 

431  610  97 4 

486  256  752 

496  256  752 

Utah 

76,829,219 

76,829,219 

76,829,219 

Vermont 

47,353,181 

47,353,181 

47,353,181 

Virginia 

114,733,567 

158,285,172 

158,285,172 

Washington 

289,298,269 

404,331,754 

404,331,754 

West  Virginia 

82,155,212 

110,176,310 

110,176,310 

Wisconsin 

318,159,462 

318,188,410 

318,188,410 

Wyoming 

19,215,579 

21,781,446 

21,781,446 

SUBTOTAL,  STATE  FAMILY 

ASSISTANCE  GRANTS  1/ 

13,358,317,345 

16,488,667,235 

16,488,667,235 

TERRITORIES: 

American  Samoa 

- 

- 

-, 

Guam 

3,465,478 

3,465,478 

Puerto  Rico 

44,015,994 

71,562,501 

71,562,501 

Virgin  Islands 

503,244 

2,846,564 

2,846,564 

SUBTOTAL,  TERRITORIES 

44,519,238 

77,874,543 

77,874,543 

TOTAL,  FAMILY 

ASSISTANCE  GRANTS 

13,402,836,583 

16,566,541,778 

16,566,541,778 

1/  Tribal  Family  Assistance  Grants  are  deducted  from  State  allocations. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Contingency  Fund  for  State  Welfare  Programs 


FY  1999  Budget  Page 

Amounts  available  for  obligation    M-2 

Summary  of  changes   M- 3 

Budget  authority  by  activity    M-4 

Budget  authority  by  object    M-5 

Authorizing  legislation    M-6 

Appropriation  history  table    M-7 

Justification : 

A.  General  Statement    M-8 

B.  Contingency  Fund   M-9 
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Contingency  Fund  for  State  Welfare  Programs 
SUMMARY  OF  CHANGES 

1998  Appropriation    $19,794,000 

1999  Appropriation    $27,777,000 

Net  change    +$7,983,000 


1998  Current  Change  from 
Estimate  Base  Base 

Increases; 

A.  Built-in: 

Increase  in  expected 

drawdown  of  funds   19,794,000  +7,983,000 


Total  increases   +7,983,000 
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APPROPRIATIONS  HISTORY  TABLE 
Contingency  Fund  for  State  Welfare  Programs 

1997   

1998  $19,794,000 

1999  $27,777,000 
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Justification 
Contingency  Fund  for  State  Welfare  Programs 


1998 
Appropriation 


1999 
Appropr iat  ion 


Increase 
or 

Decrease 


Contingency  Fund 


$19, 794, 000 


$27, 777, 000 


+$7, 983, 000 


Total,  budget 
authority. . 


$19, 794, 000 


$27, 777, 000 


+$7, 983, 000 


Contingency  Fund  for  State  Welfare  Programs 


General  Statement 


Programs  Financed: 

Title  I  of  P.L.   104-193,   the  Personal  Responsibility  and  Work 
Opportunity  Reconciliation  Act  of  1996   (PRWORA)   establishes  a 
"Contingency  Fund  for  State  Welfare  Programs"  to  assist  those 
states  which,  due  to  economic  hardships,  need  additional  funds 
above  their  basic  TANF  grant  to  allow  them  to  provide  assistance 
to  all  needy  families  in  the  state.     From  FYs  1997-2001  the  total 
appropriation  for  this  account  cannot  exceed  $1,960,000,000. 
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Purpose  and  Method  of  Operation 

The  Contingency  Fund  was  established  to  provide  a  funding  reserve 
which  could  be  used  to  assist  States  that  experience  unexpected 
economic  downturns,  resulting  in  larger  than  expected  numbers  of 
families  receiving  Temporary  Assistance  for  Needy  Families  (TANF) 
services.     In  order  to  be  eligible  to  receive  Contingency  Funds, 
a  State  must  meet  one  of  two  criteria: 

1)  The  State's  unemployment  rate  for  the  most  recent  3  month 
period  for  which  data  are  available  must  exceed  6 . 5  percent  and 
this  rate  must  be  at  least  10  percent  higher  than  the 
unemployment  rate  for  the  same  3  month  period  in  either  or  both 
of  the  last  two  calendar  years  or; 

2)  The  number  of  food  stamp  participants  in  the  State  must 
exceed  by  at  least  10  percent  the  number  of  food  stamp 
participants  in  the  state  in  the  comparable  quarter  of  either  FY 
1994  or  FY  1995   (assuming  that  Titles  IV  and  VIII  of  P.L.  104-193 
had  been  in  effect  during  that  fiscal  year) . 

Contingency  Funds  are  available  to  match  eligible  States' 
expenditures  in  excess  of  100  percent  of  historic  state 
expenditures  at  the  Federal  Medical  Assistance  Percentage  (FMAP) 
rate.     For  each  month  a  State  is  eligible,   it  may  receive  1/12  of 
20  percent  of  its  annual  State  Family  Assistance  Grant  (SFAG) 
allocation.     In  addition,  each  State  must  perform  an  annual 
reconciliation  to  determine  the  amount  of  Contingency  Funds  it 
may  retain. 

The  Adoption  and  Safe  Families  Act  of  1997  (P.L.  105-89)  reduced 
the  total  amount  appropriated  for  the  Contingency  Fund.  The 
reduction  totals  $40  million  over  four  years:  $2  million  in 
FY  1998,  $9  million  in  FY  1999,   $16  million  in  FY  2000  and  $13 
million  in  FY  2001. 

Eight  States  met  one  of  the  two  criteria  in  FY  1997.  These 
States  will  be  given  official  notification  of  their  eligibility 
status  and  given  the  opportunity  to  request  Contingency  Funds. 
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Contingency  Fund  for  State  Welfare  Programs 
Program  Data: 


FY  1997  FY  1998  1999 

Appropriation  Appropriation  Appropriation 

Service  Grants 

Formula    $19,794,000  $27,777,000 

Discretionary       

Research       


Demonstration 


Development 

Training/Technical 
Assistance 

Evaluation 

Program  Support 

Other 


Total  Program  ---          $19,794,000  $27,777,000 

Number  of  Applicants  a/                                                8  9 

Number  of  Grants                                                               8  9 

New  Starts: 

#  ---8  9 

$                                                            $19,794,000  $27,777,000 


Continuations : 
ft 
$ 


Contracts : 

ft 

$ 

a/    Number  of  States  that  may  be  eligible  for  Contingency  Grants 
but  the  actual  number  of  States  that  will  receive  funds  is  not 
known. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Administration  for  Children  and  Families 

Child  Care  and  Development  Block  Grant 
General  Child  Care  Entitlement 


FY  ,1999  Budget  Page. 

Amounts  available  for  obligation    N-2 

Summary  of  changes   N-3 

Budget  authority  by  activity    N-4 

Budget  authority  by  object    N-5 

Authorizing  legislation    N-6 

Appropriation  history  table      .   .   .  .  N-7 

Justification: 

A.  General  Statement    N-8 

B.  General  Child  Care  Entitlement    N-10 

C.  State  Tables   N-15 


N-l 


48-269  98  -  42 
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Department  of  Health  and  Human  Services 
Administration  for  Children  and  Families 
General  Child  Care  Entitlement 

Amounts  Available  for  Obligation 


1997  1998  1999 

Actual  Appropriation  Appropriation 


Appropriat  ion : 

Annual                   $1,967,000,000  $2,067,000,000  $2,167,000,000 

Reappropriation    3,792,000   

Subtotal,  adjusted 

appropriation       1,967,000,000  2,070,792,000  2,167,000,000 

Unobligated  balance 
lapsing       


Total  obligations     $1,967,000,000     $2,070,792,000  $2,167,000,000 
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SUMMARY  OF  CHANGES 


1998  Appropriation   $2,070,792,000 

[Obligations]   t$2 , 070 , 792 ,000] 

1999  Appropriation   $2,167,000,000 

[Obligations]   [$2,167,000,000] 

Net  Change    +$96,208,000 

Obligations   [$96,208,000] 


Increases : 

Built-in: 

Statutory  increase 
in  budget  authority 

Program : 

Reappropriation  of 
of  FY  1998  budget 
authority  unspent 
by  states  

Total  increases. 

Net  Change  , 


1998  Current 
Estimate  Base 


$2, 070, 792, 000 


Change  from 


+$96, 208, 000 


+$96, 208, 000 
+$96,208,000 
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Budget  Authority  by  Activity 


1997                     1998  1999 

Actual        Appropriation  Appropriation 

Mandatory  Child 

Care  $1,238,391,000  $1,218,860,000  $1,220,865,000 
Matching  Child 

Care                             723,692,000         846,765,000a/  940,718,000 

Training  &  Technical 

Assistance                    4,917,000                5,167,000  5,417,000 

Total ,  Budget 

Authority             $1,967,000,000       $2,070,792,000  $2,167,000,000 

a/  Includes  estimated  reappropriation  of  $3,792,000  for  unspent 

budget  authority  for  Matching  grants  from  FY  1997  to  FY  1998. 
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Budget  Authority  by  Object 


Increase 

1998                      1999  or 

Appropriation      Appropriation  Decrease 

Advisory  &  assistance 

services                              $5,167,000             $5,417,000  +$250,000 

Grants,  subsidies 

&  contributions           2,065,625,000       2,161,583,000  +$95 . 958 . 000 

Total ,  budget 

authority                   $2,070,792,000     $2,167,000,000  $96,208,000 

Total,   obligations [$2,070, 792, 000]  [$2,167,000,000]  [+$96,208,000] 
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APPROPRIATIONS  HISTORY  TABLE 
General  Child  Care  Entitlement 

Budget 
Estimate 
Year  To  Congress 

1997  $1,967,000,000 

1998  $2, 070, 792, 000a/ 

1999  $2,167,000,000 

a/     Includes  $2,067,000,000  appropriated  and  an  estimated 
reappropriation  of  $3,792,000. 
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Justification 
General  Child  Care  Entitlement 


Decrease 

1998  1999  or 

Appropriation     Appropriation  Increase 


Mandatory- 
Child  Care  $1,218,860,000    $1,220,865,000  +$2,005,000 

Matching 

Child  Care  846,765,000  940,718,000  +93,953,000 
Training  and 

Technical  Assistance  5,167,000  5,417,000  +250,000 
Total,  Budget 

Authority   $2,070,792,000    $2,167,000,000  +$96,208,000 


General  Statement 

The  Personal  Responsibility  and  Work  Opportunity  Reconciliation 
Act  of  1996    (P.L.   104-193)    authorized  and  pre -appropriated  funds 
to  allow  States  maximum  flexibility  in  developing  child  care 
programs.     The  Title  IV-A  child  care  programs    (AFDC  child  care, 
Transitional  child  care,   and  At-Risk  child  care)   were  repealed  as 
of  October  1,    1996.     Funding  for  the  former  IV-A  child  care 
programs  has  been  combined  into  a  single  appropriation,  which 
includes  Mandatory  and  Matching  fund  components. 

In  addition,   the  consolidation  of  child  care  activities  -  both 
discretionary  and  entitlement  -  under  the  Child  Care  and 
Development  Fund  established  by  the  Personal  Responsibility  and 
Work  Opportunity  Act  of  1996  and  the  General  Child  Care 
Entitlement  -  Appropriation  Request,   will  enable  States  and 
communities  to  use  resources  more  effectively  and  responsively  to 
meet  local  needs.      (See  also  discussion  in  the  Child  Care 
Development  Block  Grant  section,   and  the  General  Child  Care 
Entitlement  -  Appropriation  Request  sections.) 

Programs  Financed: 

o  Mandatory  Child  Care  -  Mandatory  funds  are  allocated  to 
grantees  based  on  historic  levels  of  Title  IV-A  child  care 
expenditures.  Two  percent  of  the  total  appropriation  is  set  aside 
for  Tribes . 
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o  Matching  Child  Care  -  This  is  the  total  allocation,  less  the 
mandatory  child  care  allocations  and  the  two  percent  tribal  set- 
aside.    Matching  funds  will  be  distributed  using  the  At -Risk 
Child  Care  Program  formula  and  must  be  matched  at  the  FY  1995 
FMAP. 

o  Training  and  Technical  Assistance  -  amounts  setaside  for 
training  and  technical  assistance  to  States  and  tribes. 
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General  Child  Care  Entitlement 

Authorizing  Legislation:  Title  IV-A,  section  418  of  the  Social 
Security  Act,  as  amended. 

Increase 

1997                         1998  1999  or 

Actual        Appropriated  Appropriated  Decrease 

$1,967,000,000     $2,070,792,000  $2,167,000,000  +$96,208,000 

Purpose  and  Method  of  Operation 

The  General  Child  Care  Entitlement  Fund  provides  grants  to 
States,  and  federally  recognized  Tribes  for  the  purposes  of 
providing  low- income  families  with  financial  assistance  for  child 
care,   improving  the  quality  and  availability  of  child  care,  and 
for  establishing  or  expanding  and  conducting  early  childhood 
programs  and  before  and  after  school  programs. 

In  conjunction  with  the  Child  Care  and  Development  Block  Grant 
and  the  General  Child  Care  Entitlement  -  Appropriation  Request, 
these  funds  will: 

-    Allow  each  State  maximum  flexibility  in  developing  child 
care  programs  and  policies  that  best  suit  the  needs  of 
children  and  parents  within  each  State; 

Promote  parental  choice  to  empower  working  parents  to 
make  their  own  decisions  on  the  child  care  that  best 
suits  their  family's  needs; 

Encourage  States  to  provide  consumer  education 
information  to  help  parents  make  informed  choices  about 
child  care; 

Assist  States  to  provide  child  care  to  parents  trying  to 
achieve  and  maintain  independence  from  public  assistance 
and  to  assist  other  low- income  working  parents  to 
maintain  quality  child  care  services  for  their  children; 
and 

Assist  States  in  implementing  the  health,  safety, 
licensing,  and  registration  standards  established  in 
State  regulations. 

Mandatory  Child  Care  -  Mandatory  funds  are  allocated  to  Grantees 
based  on  historic  levels  of  Title  IV-A  child  care  expenditures; 

Matching  Child  Care  -  Matching  funds  are  the  amounts  remaining 
after  mandatory  funds  are  allocated  and  after  two  percent  of  the 
appropriation  is  set -aside  for  Tribes  and  tribal  organizations. 
Obligated  funds  not  spent  by  States  will  be  available  for 
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reappropriation  in  the  next  fiscal  year.     Matching  funds  are 
available  to  States  if  three  conditions  are  met  by  the  end  of  the 
fiscal  year  in  which  Matching  funds  are  awarded:    (1)  all 
Mandatory  funds  are  obligated;    (2)  the  State's  maintenance-of - 
effort  funds  are  expended;  and  (3)   the  State  provides  its  share 
of  Matching  funds  at  the  FMAP  rate. 

Training  and  Technical  Assistance  -  funds  are  set-aside  for  the 
Federal  agency  to  provide  technical  assistance  to  states. 
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Name  of  Program:     Mandatory  Child  Care 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual        Appropriation  Estimate 

Service  Grants: 

Formula  $1,238,391,000  $1 , 218 , 860 , 0Q0  $1,220,865,000 
Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other       

TOTAL  PROGRAM  $1,238,391,000       $1,218,860,000  $1,220,865,000 

Number  of  Applicants  281  298  310 

Number  of  Grants  281  298  310 
New  Starts: 

#  281  298  310 
$                    1,238,391,000         1,218,860,000  1,220,865,000 

Continuations : 
# 

Contracts : 
# 
$ 
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Name  of  Program: 
Program  Data: 

Service  Grants: 
Formula 
Discretionary 

Research 

Demonstration 

Development 

Training/Technical 
Assistance 

Evaluation 

Program  Support 

Other 

TOTAL  PROGRAM 

Number  of  Applicants 

Number  of  Grants 


Matching  Child  Care 


FY  1997 
Actual 

$723,692,000 


FY  1998 
Appropriation 


FY  1999 
Estimate 


$723, 692, 000 
51 
51 


$846,765,000  $940,718,000 


$846,765,000 
51 
51 


$940, 718, 000 
51 
51 


New  Starts : 
# 
$ 

Continuations 
# 
$ 

Contracts : 
# 
$ 


51 

723,692,000 


51 

846,765,000 


51 

940,718,000 
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Name  of  Program:     Training  and  Technical  Assistance 
Program  Data: 

FY  1997  FY  1998                 FY  1999 

Actual  Appropriation  Estimate 

Service  Grants: 

Formula       

Discretionary       

Research       

Demonstration       

Development       

Training/Technical 

Assistance  $4,917,000  $5,167,000  $5,417,000 

Evaluation       

Program  Support       

Other       

TOTAL  PROGRAM  $4,917,000  $5,167,000  $5,417,000 

Number  of  Applicants       

Number  of  Grants       

New  Starts: 
$ 

Continuations : 
# 
$ 

Contracts : 

#  5  5  5 

$  4,917,000  5,167,000  5,417,000 
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CHILD  CARE  ENTITLEMENT 
MANDATORY  FUND 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Alabama 

$16,441,707 

$16,441,707 

$16,441,707 

Alaska 

0,9*11,0  1  1 

1  KAA  IM1 
0,0*11,0  1  1 

7  KAA  811 

Arizona 

19,890,997 

19,827,025 

19,827,025 

Arkansas 

5,300,283 

5,300,283 

5,300,283 

California 

92,945,658 

85,593,217 

85,593,217 

Colorado 

10,173,800 

10,173,800 

10,173,800 

vunnevucui 

1ft  77R  tK7 
iO,r  1)0,03/ 

1ft  77ft  t*; 7 

IO,#  00,09/ 

1R  77ft  7*7 

Delaware 

5,179,351 

5,179,330 

5,179,330 

Dist.  of  Col. 

4,720,514 

4,566,974 

4,566,974 

Florida 

43,026,524 

43,026,524 

43,026,524 

Georgia 

36,522,787 

36,548,223 

36,548,223 

5  220  634 

A  Q71  fi77 

A  Q71  Alt 

Idaho 

2!867[s78 

2,867,578 

2,867,578 

Illinois 

59,609,473 

56,873,824 

56,873,824 

Indiana 

26,181,999 

26,181,999 

26,181,999 

Iowa 

8,877,745 

8,507,792 

8,507,792 

Kansas 

9,811,668 

9,811,721 

9,811,721 

Kentucky 

16,701,803 

16,701,653 

16,701  £53 

Louisiana 

13,864,552 

13,864,552 

13,864,552 

Maine 

3,137,105 

3,018,598 

3,018,598 

Maryland 

23,301,407 

23,301,407 

23,301,407 

Massachusetts 

44,973,373 

44,973,373 

44,973,373 

Michigan 

32,081,922 

32,081  £22 

32,081  £22 

Minnesota 

23,367,543 

23,367,543 

23,367,543 

Mississippi 

6,293,116 

6,293,116 

6,293,116 

Missouri 

24,668,568 

24,668,568 

24,668,568 

Montana 

i  ion  fiQi 

O,  1  »u,D5  1 

1  1Q0  fiQ1 

O,  l?U,w9  1 

7  1Qfl  RQ1 

O,  I9U,09  I 

Nebraska 

11,338,103 

10,594,637 

10,594,637 

Nevada 

2,580,422 

2,580,422 

2,580,422 

New  Hampshire 

5,051,606 

4,581,870 

4,581,870 

New  Jersey 

31,662,653 

26,374,178 

26,374,178 

New  Mexico 

8,702,694 

8,307,587 

8,307,587 

New  York 

104,893,534 

101,983,998 

101,983,998 

North  Carolina 

69,639,228 

69,639,228 

69,639,228 

North  Dakota 

2,506,022 

2,506,022 

2,506,022 

Ohio 

70,444,793 

70,124,656 

70,124,656 

Oklahoma 

24,909,979 

24,909,979 

24,909,979 

Oregon 

19,408,790 

19,408,790 

19,408,790 

Pennsylvania 

55,336,804 

55,336,804 

55,336,804 

Puerto  Rico 

0 

0 

0 
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CHILD  CARE  ENTITLEMENT 
MANDATORY  FUND 

1997  1998  1999 


STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Rhode  Island 
South  Carolina 
South  Dakota 
Tennessee 
Texas 

6,633,774 
9,867,439 
1,710,869 
37,702,045 
59,844,129 

6,633,774 
9,867,439 
1,710,801 
37,702,188 
59,844,129 

6,633,774 
9,867,439 
1,710,801 
37,702,188 
59,844,129 

Utah 

Vermont 

Virginia 

UUaeh  inotnn 

If  Q9I  III  1 

West  Virginia 

12,591,564 
4,148,060 
21,328,766 
41,948,341 
8i840J27 

12,591,564 
3,944,887 
21,328,766 
41,883,444 
8727!o05 

12,591,564 
3,944,887 
21,328,766 
41,883,444 
8J27i005 

Wisconsin 
Wyoming 

24,511,351 
2,815,041 

24,511,351 
2,815,041 

24,511,351 
2,815,041 

Total  States 

1,199,050,700 

1,177,524,781 

1,177,524,781 

Tribes 

39,340,000 

41,335,000 

43,340,000 

Technical  Assistance 

4,917,500 

5,167,500 

5,417,500 

Total  Budget  Authority 

$1,243,308,200 

$1,224,027,281 

$1,226,282,281 

/ 
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CHILD  CARE  ENTITLEMENT 
MATCHING  FUND 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Aiaoama 

c<m  no7  999 

t41  07jI  <*n>i 
$lZ,OV4,1U4 

*4>l  OCC  OQO 
$14,000,09z 

Alaska 

2,028,753 

2,268,385 

2,531,410 

Arizona 

12,763,447 

14,245,246 

15,897,021 

Arkansas 

0,OZf  ,yuo 

7  Q.9Q  RAQ 

i  ,ozy,04y 

ft  717  S4ft 
o,/  4/  ,010 

California 

QC  <<7<t 
yO, 104,1  #1 

14  9  C14  4  99 

nz,ool,lzz 

4  9R  R70  ^4^ 

izo,d/y,4i4 

Colorado 

4  9  nai  4  Aft 
lZ,Uol,14o 

41  Aftt  oon 
i  o,4oi,yyu 

Connecticut 

8,559,338 

9,937,487 

11,089,766 

Delaware 

1,900,182 

2,165,596 

2,416,703 

UlSt.  OT  UOI. 

•4  9Q.C  C4C 
1 , ZOO, 010 

4  A9n  9C4 
1 ,4ZU,Zo4 

1  ,oo4,94o 

rionaa 

oo,yo4,yyi 

A9  inn  nt\A 
4Z,oUU,UU4 

A7  tt\A  one 
4/,ZU4,oUo 

Georgia 

on  mo  one 

<i<i  e<>>i  eno 
Z3,oo4,50z 

OC  COO  4  70 

zo,59o,17o 

Hawaii 

3,323,894 

3,814,215 

4,256,484 

Idaho 

3,492,470 

4,053,782 

4,523,829 

Illinois 

Illinois 

ii  noc  ceo 
oo,Uzo,doo 

1ft  764  C4C 
JO,/Ol,OlO 

>19  9>l>l  071 

40,Z44,y  1  Z 

Indiana 

15,Z94,17o 

47  aon  n>i4 
17,9zU,U41 

19,997,919 

Iowa 

I ,Z9o,9£Z 

Q  ISO  007 

o,ooz,oo7 

o  icd  one 
9,004,9UO 

Kansas 

7,151,279 

8,186,819 

9,136,103 

Kentucky 

9,863,568 

11,428,892 

12,754,103 

Louisiana 

l£,/14,ooo 

4  yf  CIO  CA  A 

14,OZO,o44 

4C  1*iA  07C 

lo,oZ4,o/o 

Maine 

o  4  1C  91C 

i  oo  con 

o,ozo,oyu 

1  017  TAf\ 

Maryland 

11  CC7  04Q 

4  C  Oft7  711 
10,90/,/ JO 

4  7  ftjll  CGC 
1  /  ,041 ,000 

Massachusetts 

15,376,582 

17,646,941 

19,693,152 

Michigan 

26,216,778 

30,617,016 

34,167,143 

Minnesota 

1 9  ftGI  1 99 
1  Z,OOJ>,l  ZZ 

a  a  qah  cbi 

14,o4O,0o<3 

4ft  C7fl  A9Q 

Mississippi 

7  7CC  7QR 
#  ,l  00,/ yo 

o  Qon  1<M 

Q  QCC  Qft7 

y,yoo,oo/ 

mi- 
Missouri 

4A  9K7  fine 
14, ZO/  ,0U0 

4fi  fiC9  CA7 
10,OOZ,94f 

4  ft  RQA  R1  C 

io,oy4,oio 

Montana 

2,371,213 

2,690,956 

3,002,980 

Nebraska 

4,539,602 

5,226,937 

5,833,015 

Nevada 

a  9qq  n?n 

C  14  C  79C 

o,Zlo,/zo 

c  oin  Et\A 
o,oZU,oU4 

New  Hampshire 

i  4  no  ooc 
o,lUZ,Zoo 

1  CQC  4  QC 

o,oyo,ioo 

a  ni  9  nco 
4,UlZ,Uoo 

New  Jersey 

in  Q7c  ytnc 
ZU,y/o,4Uo 

9>f  74Q  CMC 

z4,/ iy,y4o 

97  cqc  ion 

z/,ooo,zyu 

New  Mexico 

e  04 i  t At 

e  no>i  cc7 
0,Uo4,007 

o,734,o9Z 

New  York 

48,586,869 

56,549,256 

63,106,297 

North  Carolina 

18,951,153 

22,477,013 

25,083,284 

North  Dakota 

1,720,613 

1,959,294 

2,186,480 

Ohio 

29,558,734 

34,121,652 

38,078,151 

Oklahoma 

8,994,937 

10,413,742 

11,621,244 

Oregon 

8,189,250 

9,630,331 

10,746,994 

Pennsylvania 

30,311,476 

34,899,878 

38,946,615 

Puerto  Rico 

0 

0 

0 
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CHILD  CARE  ENTITLEMENT 
MATCHING  FUND 


1997 

1998 

1999 

STATE 

ACTUAL 

APPROPRIATION 

ESTIMATE 

Rhode  Island 

2,525,420 

2,885,357 

3,219,922 

South  Carolina 

9,805,962 

11,304,976 

12,615,819 

dOUlii  UaKOla 

2  MS  Old 

2  3RR  716 

Tennessee 

13,556,698 

15,918,881 

17,764,719 

Texas 

57,033,621 

66,742,320 

74,481,275 

Utah 

6,836,604 

8,013,529 

8,942,720 

Vermont 

1,518,524 

1,742,537 

1,944,589 

Virginia 

17,051,693 

19,992,241 

22,310,396 

Washington 

14,818,125 

17,358,420 

19,371,176 

West  Virginia 

4,132,279 

4,833,793 

5,394,285 

Wisconsin 

13,858,837 

15368,278 

17,708,248 

Wyoming 

1,347,235 

1,512,801 

1,688,214 

Total  States 

723,691,800 

842,972,719 

940,717,719 

Realloted  Funds 

0 

3,792,144 

0 

Total  Budget  Authority 


$723,691,800 


$846,764,863 


$940,717,719 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Children's  Research  and  Technical  Assistance 


FY  1999  Budget  Page 

Amounts  available  for  obligation    0-2 

Summary  of  changes   0-3 

Budget  authority  by  activity    0-4 

Budget  authority  by  object    0-5 

Authorizing  legislation    0-7 

Appropriation  history  table    0-8 

Justification : 

A.     General  Statement    0-11 
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Children's  Research  and  Technical  Assistance 
SUMMARY  OF  CHANGES 

1998  Appropriation    $54,720,000 

[Obligations]    [$65,864,000] 

1999  Appropriation    $76,350,000 

[Obligations]    [$78,350,000] 

Net  change    +$21,630,000 


1998  Current  Change  from 

Estimate  Base  Base 

Increases : 

A.  Built-in; 

Increase  due  to 
difference  between 
FY  98  rescission  of  Child 
Welfare  Study  and  full 

FY  99  appropriation    +$6,000,000 

Increase  due  to 
difference  between 
FY  98  rescission 
of  Welfare  Research  and 

FY  99  full  appropriation    +$15,000,000 

Increase  due  to  higher 
child  support  collections 

in  FY  1999    (1%  amount)  $14,240,000  +$210,000 

Increase  due  to  higher 
child  support  collections 

in  FY  1999    (2%  amount)  $28,480,000  +$420,000 

Total  increases   +21,630,000 

Net  change   +$21,630,000 
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APPROPRIATIONS  HISTORY  TABLE 
Children's  Research  and  Technical  Assistance 

1996  $36,711,000 

1997  $38,548,000 

1998  $54,720,000 

1999  $76,350,000 
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Justification 
Children's  Research  and  Technical  Assistance 


1998  1999 
Appropriation  Appropriation 


Increase 
or 

Decrease 


Training  and 
Technical  Assistance  $14,240,000 


Federal  Parent 
Locator  Service 

Child  Welfare  Study 

Welfare  Research 

Evaluation  of 
Welfare -to- Work 
Programs 

Evaluation  of 
Abstinence  Education 
Programs 

Total, 

appropriation 

Transferred  to 
other  accounts 

Total,  net  budget 
authority 


$28,480, 000 


$9, 000, 000 

$3,000,000 
$54,720,000 
-$2,707,000 
$52, 013, 000 


$14,450,000 

$28,900,000 
$6,000,000 
$15,000,000 

$9,000,000 

$3,000,000 
$76,350,000 

$76,350,000 


+$210,000 

+$420,000 
+$6,000,000 
+$15,000,000 


+$21,630,000 
+$2,707, 000 
+$24,337,000 
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Children's  Research  and  Technical  Assistance 

General  Statement 

The  Personal  Responsibility  and  Work  Opportunity  Reconciliation 
Act  of  1996   ( P. L. 104 -193)  authorizes  and  appropriates  funds  for 
welfare  research  and  technical  support  for  States  implementing 
welfare  reform.     In  addition,   the  Balanced  Budget  Act  of  1997 
(P.L.  105-33)  authorizes  and  appropriates  funds  for  evaluations 
of  two  programs  related  to  welfare. 

The  following  activities  are  supported: 

Training  and  Technical  Assistance  -  to  support  the  dissemination 
of  information  and  technical  assistance  to  the  States.     It  is 
supported  by  1%  of  the  amount  paid  to  the  Federal  government  for 
its  share  of  child  support  collections  during  the  immediately 
preceding  fiscal  year. 

Federal  Parent  Locator  Service  -  to  assist  States  in  locating 
custodial  parents.     It  is  supported  by  2%  of  the  amount  paid  to 
the  Federal  government  for  its  share  of  child  support  collections 
during  the  immediately  preceding  fiscal  year. 

Child  Welfare  Study  -  to  conduct  a  national  random  sample  study 
of  children  who  are  risk  of  child  abuse  or  neglect. 

Welfare  Research  -  to  conduct  research  and  demonstrations 
relating  to  state  welfare  reform  efforts. 

Evaluations  of  Welf are-to-Work  Programs  -  to  evaluate  how 
Welfare -to-Work  grants  to  States  and  Indian  tribes  have  been  used 
based  on  specific  outcome  measures. 

Evaluation  of  Abstinence  Education  Programs  -  to  evaluate 
Abstinence  Education  programs  through  grants,   contracts,  or 
interagency  agreements. 


0-11 
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Purpose  and  Method  of  Operation 

Section  345  of  the  Personal  Responsibility  and  Work  Opportunity 
Reconciliation  Act  of  1996  includes  two  provisions  which  target 
funding  to  the  Department  to  strengthen  the  Federal  government's 
capacity  to  influence  the  effectiveness  of  the  child  support 
enforcement  program. 

The  first  provision,  earmarking  an  amount  equivalent  to  one 
percent  of  the  Federal  share  of  child  support  collections  in  the 
prior  year,  has  a  two- fold  purpose:     to  cover  the  Department's 
costs  in  providing  technical  assistance  to  States  (including 
technical  assistance  related  to  State  automated  systems) , 
training  of  State  and  Federal  staff,   staffing  studies, 
information  dissemination  and  related  activities;  and,  to  support 
research,  demonstration,  and  special  projects  of  regional  or 
national  significance  relating  to  the  operation  of  State  child 
support  programs.     These  activities,  which  have  been  very  limited 
in  recent  years  because  of  resource  and  staff  limitations,  are 
key  to  successful  State  outcomes  in  implementing  welfare  reform 
and  attaining  the  anticipated  benefits  of  the  statute.  Amounts 
under  this  provision  are  available  until  expended. 

The  second,  pertaining  to  an  amount  equal  to  two  percent  of  the 
Federal  share  of  child  support  collections  in  the  prior  year,  is 
directed  to  cover  the  Department's  costs  in  operating  the  Federal 
Parent  Locator  Service  to  the  extent  that  these  costs  are  not 
recovered  through  fees.     Under  welfare  reform  the  mission  and 
scope  of  the  Federal  Parent  Locator  Service  is  significantly 
expanded  to  add  two  new  components- -a  Federal  Child  Support  Case 
Registry  and  a  National  Directory  of  New  Hires.     This  expansion 
is  expected  to  have  a  significant  impact  on  the  program's  ability 
to  collect  support  in  interstate  child  support  cases.  Interstate 
cases  comprise  about  one-third  of  the  caseload  and  are  among  the 
hardest  for  States  to  work.  Amounts  under  this  provision  are 
available  until  expended. 

The  Personal  Responsibility  and  Work  Opportunity  Reconciliation 
Act  of  1996  also  includes  funding  for  research  in  the  areas  of 
child  abuse  and  welfare  reform.     Specifically,   funding  is 
authorized  for  two  projects: 

Child  Welfare  Study  -     to  conduct  a  national  random  sample 
study  of  children  who  are  at-risk  of  child  abuse  or  neglect,  or 
are  determined  by  States  to  have  been  abused  or  neglected.  The 
study  shall  have  a  longitudinal  component,   following  each  case 
for  several  years,  while  obtaining  information  on:  the  type  of 
abuse  or  neglect  involved;  the  frequency  of  contact  with  State 
or  local  agencies;  whether  the  child  has  been  separated  from 
the  family;  the  number,   type,   and  characteristics  of  out-of 
home  placements  of  the  child;  and  the  average  duration  of  each 
placement . 
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Welfare  Research  -  the  cost  of  conducting  research;  the  cost  of 
developing  and  evaluating  innovative  approaches  for  reducing 
welfare  dependency  and  increasing  the  well-being  of  minor 
children;  the  Federal  share  of  any  State -initiated  study;  the 
operation  and  evaluation  of  demonstrations  that  were  in  effect 
under  Section  1115  as  of  September  30,   1995  and  are  continued 
after  such  date;  the  implementation  and  evaluation  of 
demonstrations  of  innovative  and  promising  strategies  which 
test  capital  funds  and  grant-to-loan  financing. 

The  Balanced  Budget  Act  of  1997,  P.L.  105-33,   includes  funding 
for  two  evaluations  related  to  welfare  reform.     These  are: 

Evaluation  of  Welf are-to-Work  programs  -  to  allow  the 
Secretary,  in  consultation  with  the  Secretary  of  Labor  and  the 
Secretary  of  Housing  and  Urban  Development  to  evaluate  how 
grants  to  States  and  Indian  tribes  have  been  used,  based  on 
specific  outcome  measures. 

Evaluation  of  Abstinence  Education  Programs  -  to  allow  the 
Secretary  to  evaluate  Abstinence  Education  programs  through 
grants,  contracts,  or  interagency  agreements. 
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Training  and  Technical  Assistance 
Program  Data: 


FY  1997  FY  1998  FY  1999 

Actual      Appropriation,  Appropriation 


Service  Grants 
Formula 
Discretionary 

Research 

Demonstration 

Development 

Training/Technical 
Assistance 

Evaluation 

Program  Support 

Other 


541,000 
500,000 


10,372,000 


5,967,000 


750,000 
650,000 

7,202,000 
6,638,000 


750,000 
650,000 

7,412,000 
6,638,000 


Total  Program      $17, 380 , 000a/ 


Number  of  Applicants 


Number  of  Grants 
New  Starts: 
# 
$ 

Continuations : 
# 
$ 


Contracts : 


# 

$fe/ 


16 
1 


38 

$5, 917, 000 


$15,240,000 
15 


10 

$4,557,000 


$15,450,000 
15 


10 

$4,767,000 


a/      Obligations  amount  includes  carryover  from  FY  96  funds. 
b_/    Remaining  funds  are  for  other  activities,  such  as  personnel 
costs  and  equipment  purchases. 
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Federal  Parent  Locator  Service 
Program  Data: 

FY  1997  FY  1998  FY  1999 
Actual        Appropriation    Appropr iat  ion 

Service  Grants 

Formula       

Discretionary       

Research       

Demonstration       

Development                           13,755,000  36,248,000  27,424,000 

Training/Technical 

Assistance       

Evaluation       

Program  Support                     2,801,000  2,476,000  2,476,000 

Other       


Total  Program  $16,556,000       $38 , 624 , 000a/  $29,900,000 

Number  of  Applicants       

Number  of  Grants       

New  Starts: 
# 
$ 

Continuations : 
# 

Contracts : 

#  10  20  20 

$b/  $16,275,000  $35,548,000  $26,724,000 


a/     Obligations  include  carryover  from  FY  97  funds. 

b/    Remaining  funds  are  for  other  activities,   such  as  personnel 

costs  and  equipment  purchases. 
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Child  Welfare  Study 


Program  Data : 


FY  1997 
Actual 


FY  1998  FY  1999 

Appropriation  Appropriation 


Service  Grants 
Formula 
Discretionary 


Research 


$6, 000, 000 


Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation       

Program  Support       

Other (footnote)       

Total  Program      $6,000,000 

Number  of  Applicants      1 

Number  of  Grants       

New  Starts: 


8 

$ 


Continuations : 
# 
$ 


Contracts : 


$ 


1 

$6, 000, 000 
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Welfare  Research 
Program  Data : 


FY  1997               FY  1998  FY  1999 
Actual        Appropriation  Appropriation 

Service  Grants 

Formula       

Discretionary- 
Research      $2,000,000 

Demonstration      10,000,000 

Development       

Training/Technical 

Assistance      1,000,000 

Evaluation      2,000,000 

Program  Support       

Other (footnote)       


Total  Program      $15,000,000 

Number  of  Applicants      200 

Number  of  Grants      75 

New  Starts: 

#  ---  ---  50 

$  ---  ---  10,000,000 

Continuations : 

#  ---  ---  25 

$  ---    4,500,000 

Contracts : 

#  ---  ---  2 

$  ---  ---  500,000 
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Evaluation  of  Welfare -to-Work  Programs 
Program  Data: 

FY  1997  FY  1998  FY  1999 

Actual        Appropriation  Appropriation 

Service  Grants 

Formula       

Discretionary 

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation    $8,000,000  $8,000,000 

Program  Support       

Other  a/  ---  $1,000,000  $1,000,000 


Total  Program    $9,000,000  $9,000,000 

Number  of  Applicants    10  10 

Number  of  Grants       

New  Starts: 

#  ---  --- 

$ 

Continuations : 
# 
$ 

Contracts : 

#  3  3 
$                                          ---             $8,000,000  $8,000,000 

a/     Used  for  data  collection  and  analysis. 
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Evaluation  of  Abstinence  Education  Programs 


Program  Data: 


FY  1997 
Actual 


FY  1998  FY  1999 

Appropriation  Appropriation 


Service  Grants 

Formula       

Discretionary 

Research       

Demonstration       

Development       

Training/Technical 

Assistance       

Evaluation    $3,000,000  $3,000,000 

Program  Support       


Other 


Total  Program 


$3, 000, 000 


$3, 000, 000 


Number  of  Applicants 


20 


1 


Number  of  Grants 


New  Starts: 
# 
$ 


Continuations : 
# 
$ 


Contracts : 


# 

$ 


1 

$3, 000, 000 


1 

$3,000,000 
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ADMINISTRATION 
for  CHILDREN  and  FAMILIES 


Annual  GPRA  Performance  Plan,  FY  1999 
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ADMINISTRATION 
FOR  CHILDREN  AND  FAMILIES 

Annual  Performance  Plan,  FY  1999 

under  the  Government  Performance  and  Results  Act  of  1993 


The  Administration  for  Children 
and  Families  (ACF),  within  the 
Department  of  Health  and  Human 
Services,  administers  programs 
which  promote  the  economic  and 
social  well-being  of  children, 
youth,  and  families,  focusing 
particular  attention  on  vulnerable 
populations  including  low-income 
children,  refugees,  Native  Americans, 
and  the  developmental^  disabled. 


January  1998 
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Section  I:  Overview  of  the  Administration  for  Children 
and  Families  (Executive  Summary) 

The  Administration  for  Children  and  Families  (ACF)  and  its  partners — other  Federal  agencies, 
State,  local,  and  Tribal  governments,  and  the  private  sector — support  strategies  and  create 
opportunities  for  low  income  and  disadvantaged  families  and  individuals  to  lead  economically  and 
socially  productive  lives,  for  children  to  develop  into  healthy  adults,  and  for  communities  to 
become  more  prosperous  and  supportive  of  their  members. 

The  mission 

ACF's  mission  is  to  provide  national  leadership  and  direction  to  plan,  manage  and 
coordinate  the  nationwide  administration  of  comprehensive  and  supportive  programs  for 
vulnerable  children  and  families.  ACF  oversees  and finances  a  broad  range  of programs 
for  children  and  families,  including  Native  Americans,  persons  with  developmental 
disabilities,  refugees,  and  legalized  aliens,  to  help  them  develop  and  grow  toward  a  more 
independent,  self-reliant  life.  These  programs,  carried  out  by  State,  county,  city,  and  Tribal 
governments,  and  public  and  private  local  agencies,  are  designed  to  promote  stability, 
economic  security,  responsibility  and  self-sufficiency.  ACF  coordinates  development  and 
implementation  of  family-centered  strategies,  policies,  and  linkages  among  its  programs, 
and  with  other  Federal  and  State  programs  serving  children  and  families. 

These  programs  assist  families  in  financial  crisis,  emphasizing  short-term  financial 
assistance  along  with  assistance  in  obtaining  and  maintaining  employment.  Its  programs 
for  children  and  youth  focus  on  those  with  special  problems,  including  children  of  low- 
income  families,  abused  and  neglected  children,  those  in  institutions  or  requiring  adoption 
or  foster  family  services,  runaway  youth,  children  with  disabilities,  migrant  children,  and 
Native  American  children.  ACF  promotes  the  development  of  comprehensive  and  integrated 
community  and  home-based  service  delivery  where  possible. 

ACF  provides  national  leadership  to  develop  and  coordinate  public  and  private  programs 
and  serves  as  a  focal  point  for  States  in  the  provision  of financial  assistance  and  inter- 
vention programs  which  promote  and  support  permanence  for  children  and  family  stability. 
ACF  advises  the  Secretary  on  issues  pertaining  to  children  and  families,  including  Native 
Americans,  people  with  developmental  disabilities,  refugees  and  legalized  aliens. 

To  fulfill  this  mission,  ACF  is  committed  to  increasing  family  economic  security,  family  stability, 
and  personal  responsibility,  while  fostering  the  healthy  development  of  children  and  strong 
communities.  Our  efforts  with  partners  enable  families  to  avoid  dependency  and/or  move  from 
welfare  to  work  through  employment,  education,  training  and  quality  child  care  services,  coupled 
with  short  term  financial  aid.  ACF  enforces  child  support  and  provides  community  development 
resources  and  other  supports  for  low  income  working  families. 

Investments  in  sound  growth  and  development  for  children,  particularly  those  in  low  income 
families,  are  basic  to  productive  adulthood  and  citizenship.  Early  Head  Start,  Head  Start,  and 
quality  child  care  programs  for  low-income  children  are  essential  to  good  health,  early  development 
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and  school  readiness;  before-  and  after-school  child  care  and  youth  development  services  are 
necessary  to  sustain  positive  effects. 

Communities  provide  the  context  within  which  families  may  function  well  or  poorly.  ACF,  along 
with  numerous  Federal,  State,  local,  and  private  partners,  is  committed  to  economic  development, 
linking  community  development  "place"  strategies  with  comprehensive  "people"  strategies  to 
strengthen  communities  as  a  positive  factor  in  the  lives  of  residents. 

Major  programs  of  ACF 

The  Administration  for  Children  and  Families  administers  twenty-two  legislative  programs  divided 
among  35  budget  activities.  This  plan  combines  these  into  thirteen  major  program  areas.  (The 
consolidation  and  aggregation  scheme  and  the  linkage  to  the  Budget  are  described  in  Section  VI.) 

•  Temporary  Assistance  for  Needy  Families  (TANF):  promotes  work,  responsibility  and 
self-sufficiency  and  strengthens  families  through  funding  of  State-designed  and  - 
administered  programs  that  provide  support  to  needy  children  and  move  their  parents  into 
work. 

•  Developmental  Disabilities:  enhances  the  ability  of  persons  with  developmental 
disabilities  to  live,  work  and  play  in  their  communities  through  supporting  State  and  other 
programs  that  develop,  coordinate  and/or  stimulate  permanent  improvement  in  service 
systems,  with  priority  to  those  whose  needs  are  not  otherwise  met  under  other  health, 
education  and  human  services  programs. 

Refugee  Resettlement:  assists  refugees  and  entrants  who  are  admitted  into  the  United 
States  to  become  employed  and  self-sufficient  as  quickly  as  possible  by  providing  grants 
to  States  and  other  grantees  for  employment-related  services,  social  adjustment, 
transitional  cash  and  medical  assistance,  and  other  services. 

•  Social  Services  Block  Grant  (SSBG):  supports  a  variety  of  social  services  tailored  to 
supplement  State  investments  in  the  self-sufficiency  and  well-being  of  low  income 
populations  through  State  grants.  SSBG  funds  also  help  improve  and  integrate  services, 
create  community-based  partnerships,  and  stimulate  innovations. 

Child  Support:  locates  parents,  establishes  paternity  and  support  obligations  and 
modifies  and  enforces  those  obligations  to  assure  financial  support  is  available  to 
children.  This  work  is  done  through  State  agencies  Who  administer  the  program. 

•  Child  Care:  provides  block  grants  to  States  to  assist  low  income  working  families  who 
need  child  care  that  is  safe,  healthy  and  affordable. 

Head  Start:  provides  comprehensive  child  development  services  to  children  and 
families,  primarily  for  preschoolers  from  low-income  families  through  grants  to  local, 
public  and  private  nonprofit  agencies. 

•  Child  Welfare:  funds  State  programs  that  provide  services  focused  at  assisting  at-risk 
children  and  their  families  in  achieving  safety,  permanence,  and  well-being  through 
preventive  intervention  services  to  strengthen  the  family  unit;  foster  care  and  adoption 
assistance  services  to  move  children  more  rapidly  from  foster  care  to  safe,  permanent 
homes;  and  reunification  services  to  facilitate  the  return  home  of  the  child  if  in  the  child's 
best  interest. 

Youth  Programs:  support  services  from  local  agencies  to  reduce  sexual  abuse  of 
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runaway,  homeless  and  street  youth;  provide  alternate  activities  for  at-risk  youth  and 
further  the  goal  of  providing  safe  passages  for  the  nation's  youth,  giving  them  the  tools 
they  need  to  successfully  move  from  childhood  to  adulthood  by  stimulating  positive 
development  and  preventing  high-risk  behavior.  (A  major  focus  includes  looking  at  what 
works  in  all  areas  of  youth  development  and  disseminating  best  practices  and  proven 
products.) 

•  Community  Services  Block  Grant:  provides  an  array  of  social  services  and  programs  to 
assist  low-income  individuals  and  alleviate  the  causes  and  conditions  of  poverty  through 
flexible  funding  at  the  State  and  local  level. 

•  Domestic  Violence  Programs:  support  programs  and  projects  to  prevent  incidents  of 
family  violence;  provide  immediate  shelter  and  related  assistance  for  the  victim  of  family 
violence  and  their  dependents,  including  grants  for  Battered  Women's  Shelters;  and  fund 
the  Domestic  Violence  Hotline. 

Low-Income  Home  Energy  Assistance:  assists  low  income  households  in  meeting  the 
costs  of  heating  and  cooling  their  homes,  with  emphasis  on  targeting  assistance  to 
households  with  high  energy  burdens  and  vulnerable  members  through  block  grants  and 
emergency  contingency  funds  to  States,  Indian  Tribes,  and  insular  areas. 

•  Native  American  Programs:  promote  economic  and  social  self-sufficiency  of  American 
Indians,  Alaskan  Natives,  Native  Hawaiians,  and  Native  Pacific  Islanders  by  supporting 
programs  and  encouraging  local  strategies  in  economic  and  social  development. 

Agency  program  administration:  partners  and  stakeholders 

ACF's  programs  are  administered  in  a  complex  partnership  environment  in  which  varying  Federal, 
State,  local,  non-profit  and  community-based  funding  sources  and  programs  develop  and  carry  out 
programs,  deliver  services  and  strive  to  attain  goals.  The  relationships,  funding  mechanisms  and 
degrees  of  autonomy  vary  from  program  to  program.  A  primary  challenge  is  for  partners  to 
collaborate  in  crafting  effective  policies  and  programs  that  satisfy  mutually  agreed-upon  objectives. 
The  broad  goals  of  these  diverse  jurisdictions  and  organizations  are  similar  to  those  of  ACF,  but 
State  and  local  programs  often  differ  on  specific  targets  and  outcomes  relevant  to  the  particular 
needs  of  specific  population  groups  and  communities. 

In  the  development  of  our  strategic  objectives,  annual  performance  goals,  measures  and  data 
sources,  we  have  engaged  in  extensive  consultation  with  our  partners  and  stakeholders,  both  to 
learn  from  their  experiences  and  insights  and  to  gain  their  collaboration  and  support  towards  the 
achievement  of  mutually  agreed-upon  goals  and  objectives,  allowing  for  maximum  flexibility  at  the 
local  level. 

Results-oriented  partnership  agreements  and  targets  have  been  negotiated  with  individual  States. 
Over  the  past  three  years,  ACF  programs  have  been  working  intensively  with  their  partners  (e.g. 
Child  Support,  Head  Start,  Refugee  Resettlement  and  Community  Services)  and  have  made 
substantial  progress  towards  a  measurable  results  framework  with  performance  measures  and 
outcomes  for  operating  programs.  Within  the  last  year,  ACF's  Administration  on  Developmental 
Disabilities  and  child  welfare  programs  have  begun  working  with  direct  partners  as  well  as 
advocacy  groups  and  national  educational/technical  assistance  organizations.  Program-specific 
activity  is  underway  in  other  areas  (e.g.,  TANF  and  youth  programs). 
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ACF  has  been  managing  toward  results  since  the  early  1990's.  In  1995,  it  instituted  "Achieving 
Success:  Trends  and  Targets,"  an  annual  report  on  a  number  of  critical  program  measures.  ACF 
has  also  been  an  active  participant  in  cross-program  efforts  to  develop  broader  indicators  of  child 
well-being,  e.g  Trends  in  the  Well-being  of  America  s  Children  and  Youth:  1996;  America  s 
Children:  Key  National  Indicators  of  Well-being;  and  the  Children's  Indicators  Consortium  study. 
ACF  is  committed  to  continue  working  closely  with  its  partners  in  the  refinement  of  performance 
measures  and  the  identification  of  annual  performance  targets. 

In  1997,  the  Assistant  Secretary  for  Children  and  Families  created  agency-wide  priorities  for 
welfare  reform,  child  support,  child  care,  infants  and  toddlers,  Head  Start,  child  welfare  and 
increasing  our  capacity  to  work  with  our  partners,  both  in  the  administration  of  their  own  programs 
and  in  collaborative  efforts  to  achieve  the  goals  and  objectives  of  this  plan.  Various  cross-cutting 
program  initiatives  and  stronger  collaborative  efforts  are  underway  at  the  national,  State  and  local 
community  levels. 

Importance  of  the  Federal  evaluation  role 

While  States  have  been  given  increasing  latitude  in  the  administration  of  programs,  they  depend  on 
national  leadership  and  partnership  in  the  development  of  reliable  information,  technical  assistance, 
and  the  development  and  dissemination  of  proven  or  promising  methods  for  achieving  and 
measuring  success.  Extant  research  and  early  results  of  major  studies  underway  have  helped  to 
shape  radical  changes  in  Federal  and  State  policy  and  legislation  affecting  the  poor  and  the 
protection  of  children. 

The  effects  of  these  changes  are  as  yet  not  well  understood.  For  example,  the  TANF  legislation 
limits  the  duration  of  eligibility  for  public  assistance,  the  percentage  of  the  caseload  who  may  be 
excluded  from  work  requirements,  and  the  conditions  for  teen  parent  assistance  for  which  States 
may  expect  Federal  support.  The  statute  also  allows  States  wide  discretion  in  how  services  are 
designed  to  meet  these  and  other  provisions.  Effective  State  decision-making  requires  timely  and 
reliable  information  on  the  consequences  of  alternative  policy  and  program  choices  and  the 
experiences  of  other  States. 

Rigorous  evaluation  is  essential  to  explain  the  effects  of  public  policy  and  to  inform  different  State 
approaches — if  these  are  to  increase  the  ability  of  the  poor  and  near  poor  to  achieve  and  sustain 
employment,  reach  economic  self-sufficiency,  improve  their  children's  well-being,  and  strengthen 
their  communities.  ACF  is  working  closely  with  other  Federal  agencies.  States,  researchers, 
foundations  and  others,  to  avoid  duplication  and  to  take  advantage  of  opportunities  for  partnerships. 
These  require  significant  effort  and  investment. 

Data  issues 

Specific  data  issues  are  discussed  in  the  individual  performance  goals  sections.  ACF  will  be 
implementing  a  number  of  different  strategies  to  deal  with  these  issues.  In  general,  there  are  a 
number  of  broad,  data-related  challenges  affecting  ACF's  performance  plan  (see  below). 
Considerable  progress  has  been  made  in  a  short  time  but  more  needs  to  be  done.  Consensus  on 
these  and  other  data  issues  is  necessary  but  time-consuming,  difficult,  and  costly. 
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•  Quantitative  and  qualitative  measurement  of  outcomes  in  social  programs  is  in  its 
infancy. 

Data  collection  systems  fully  geared  to  State  flexibility  are  generally  not  yet  in  place. 

•  States,  Tribes  and  non-profit  grantees  vary  in  their  ability  to  collect,  produce  and  report 
reliable  data.  Data  validation  and  verification  will  be  highly  complex. 

•  Comparable  definitions  are  often  lacking.  This  interferes  with  suitable  aggregation  of 
data. 

Particularly  for  our  numerous  new  or  changed  programs,  baseline  data  are  frequently 
unavailable  and  must  be  developed  before  progress  can  be  measured. 

•  Investments  for  the  design,  development  and  implementation  of  data  collection  systems 
are  costly  and  must  be  balanced  against  other  priorities,  at  all  levels — Federal,  State  and 
local. 

Performance  measurement  approach 

ACF  and  its  partners  have  emphasized  "focusing  on  results."  Given  the  state  of  the  art  for 
measuring  results,  it  has  sometimes  been  necessary  to  identify  process  and  output  measures.  The 
effort  to  reach  consensus  on  outcomes  has  prompted  extensive  discussion  of  strategic  objectives, 
legislative  requirements,  data  sources  and  availability.  This  has  led  to  a  fuller  understanding  of  the 
desired  outcomes  and  the  relationships  to  these  of  process  and  output  measures,  while  also  fostering 
closer  partnership  collaborations. 

The  expected  results  and  impacts  will  vary  across  goals  and  objectives  depending  on  the  nature 
of  the  issues,  the  identification  of  appropriate  measures,  and  our  ability  to  collect  the  data.  In 
areas  where  results  are  quantifiable  and  data  are  available,  such  as  for  child  support  collections, 
we  can  expect  to  report  results  sooner.  In  other  areas,  where  expected  outcomes  are  qualitative 
or  more  complex,  considerable  effort  will  be  needed  to  achieve  consensus  on  the  appropriate 
outcomes  and  measures  of  success,  and  to  design,  develop  and  implement  systems  for  data 
collection.  This  is  illustrated  by  our  efforts  to  measure  high  performance  under  welfare  reform, 
quality  in  Head  Start,  and  improvements  in  child  protective  services,  foster  care,  and  adoptions 
under  newly-legislated  expectations. 

ACF's  GPRA  performance  plan  addresses  four  major  strategic  goals  with  ten  objectives. 
Strategic  Goal  1:  Increase  economic  independence  and  productivity  for  families 

1.  Increase  employment 

2.  Increase  independent  living 

3.  Increase  parental  responsibility 

4.  Increase  affordable  child  care 

Strategic  Goal  2:  Improve  healthy  development,  safety  and  well-being  of  children  and  youth 

5.  Increase  the  quality  of  child  care  to  promote  childhood  development 

6.  Improve  the  health  status  of  children 

7.  Increase  safety,  permanency,  and  well-being  of  children  and  youth 
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Strategic  Goal  3:  Increase  the  health  and  prosperity  of  communities  and  Tribes 

8.  Build  healthy,  safe  and  supportive  communities  and  Tribes 
Strategic  Goal  4:  Build  a  results-oriented  organization 

9.  Streamline  ACF  organizational  layers 

10.  Improve  automated  data  and  management  systems 

In  Section  II,  under  each  of  the  strategic  goals  and  objectives,  performance  goals  and  measures 
have  been  discussed  in  more  detail,  along  with  strategic  approaches,  considerations  of  external 
influence  and  coordination,  resources,  and  data  issues,  including  frequency  of  reporting. 

Section  II:  Annual  Performance  Goals,  Measures  and  Data 
Sources 

ACF's  program  efforts  are  carried  out  through  partnership  with  the  State,  local  and  Tribal 
governments  and  non-profit/private  sector  grantees  that  implement  most  of  its  programs.  Social 
research,  demonstration  and  evaluation  programs  are  largely  directed  at  developing  reliable 
knowledge  to  support  program  policies,  learning  about  effects  on  children  and  families, 
identifying  paths  to  program  quality  improvement,  and  discovering  better  ways  to  conduct 
technical  assistance,  disseminate  information,  and  deliver  effective  services. 

Performance  goals  (outcome,  intermediate  outcome,  output,  and  process)  have  been  stated  under 
the  program  sections  throughout  the  eight  strategic  objectives  in  this  plan.  In  most  cases,  the 
performance  indicators  are  clearly  embedded  within  the  performance  goal/measure  and  will  be 
supported  by  research  and  evaluation  findings  to  date  and  to  be  developed.  "Data  sources"  under 
the  various  measures  refer  to  OMB-approved  program  data  collection  instruments. 

STRATEGIC  GOAL  1 :      INCREASE  ECONOMIC  INDEPENDENCE  AND 
 PRODUCTIVITY  FOR  FAMILIES  

Rationale 

Economic  independence  and  self-sufficiency  are  central  to  families  being  able  to  lead  stable  and 
productive  lives.  Achieving  this  goal  is  dependent  upon  assisting  welfare-dependent  individuals 
and  recently-arrived  refugees  to  obtain  sustained  employment  through  appropriate  work 
requirements  and  time-limited  assistance.  Strategies  to  increase  income  and  other  essential 
supportive  services  through  provision  of  affordable  child  care  and  enforcement  of  child  support 
are  essential  to  assuring  that  children  are  not  living  in  poverty  and  that  they  are  adequately  cared 
for  while  their  parent(s)  are  working. 

The  job  market,  economic  cycles,  changing  demographics,  and  the  mores  of  family  formation 
and  child  bearing  (e.g.,  rates  of  divorce,  which  create  the  need  for  child  support  or  the  incidence 
of  out-of-wedlock  teen  pregnancies,  which  increase  the  caseloads  of  hard-to-serve  welfare 
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recipients)  influence  outcomes  under  this  goal.  Such  economic  and  social  factors  influence 
people's  ability  to  find  work,  meet  their  families'  needs  and  support  obligations,  and  achieve  self- 
sufficiency. 

For  nearly  all  the  "economic  independence"  programs,  State  welfare  reform  decisions  will  also 
have  a  significant  impact  on  program  directions  and  results.  ACF  is  constantly  in  dialogue  with 
its  partners  to  learn  their  objectives  and  share  knowledge  about  practices  that  improve  results. 

The  objectives  and  major  program  areas  under  this  goal  are: 

1.  Increase  employment 

•  Temporary  Assistance  for  Needy  Families 

•  Developmental  Disabilities 
Refugee  Resettlement 

Social  Services  Block  Grant  (SSBG) 

2.  Increase  independent  living 

Developmental  Disabilities 

3.  Increase  parental  responsibility 

•  Child  Support 

4.  Increase  affordable  child  care 

Child  Care 


\  J.  Increase  employment 

\  Approach  for  the  Strategic  Objective:  Increase  employment  and  economic  independence  by 
i  reducing  reliance  on  public  welfare  programs,  providing  job  training  and  encouraging  job 
i  creation.  Focus  on  the  abilities  and  skills  of  individuals,  enabling  them  to  be  more  self- 
i  sufficient  and  to  pursue  jobs  in  their  communities. 

TEMPORARY  ASSISTANCE  FOR  NEEDY  FAMILIES 

On  August  22,  1 996,  President  Clinton  signed  "The  Personal  Responsibility  and  Work 
Opportunity  Reconciliation  Act  of  1996,"  or  PRWORA,  into  law — a  comprehensive,  bipartisan 
welfare  reform  plan  that  dramatically  changed  the  nation's  welfare  system  into  one  that  requires 
work  in  exchange  for  time-limited  assistance.  The  Temporary  Assistance  for  Needy  Families 
(TANF)  program  replaced  the  former  Aid  to  Families  with  Dependent  Children  (AFDC)  and  Job 
Opportunities  and  Basic  Skills  Training  (JOBS)  programs,  ending  the  Federal  entitlement  to 
assistance.  In  TANF,  States  and  territories  operate  programs,  and  Tribes  have  the  option  to  run 
their  own  programs.  States,  territories,  and  Tribes  each  receive  a  block  grant  allocation  with  a 
requirement  on  States  to  maintain  a  historical  level  of  State  spending  known  as  maintenance  of 
effort.  The  total  Federal  block  grant  is  $16.8  billion  each  year  until  fiscal  year  (FY)  2002.  The 
block  grant  covers  benefits,  administrative  expenses,  and  services.  States,  territories,  and  Tribes 
determine  eligibility  and  benefit  levels  and  services  provided  to  needy  families. 

ACF  provides  leadership  to  help  State  and  Tribal  governments  as  they  design  and  implement 
their  programs  and  move  clients  from  welfare  to  work,  while  protecting  the  well-being  of 
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children  through  child  care  and  other  services.  PRWORA  gives  States  enormous  flexibility  to 
design  their  TANF  programs  in  ways  that  promote  work,  responsibility,  and  self-sufficiency  and 
strengthen  families.  Except  as  expressly  provided  under  the  statute,  the  Federal  government  may 
not  regulate  the  conduct  of  States.  States  may  use  TANF  funding  in  any  manner  "reasonably 
calculated  to  accomplish  the  purposes  of  TANF."  These  purposes  are:  to  provide  assistance  to 
needy  families  so  that  children  can  be  cared  for  in  their  own  homes;  to  reduce  dependency  by 
promoting  job  preparation,  work  and  marriage;  to  prevent  out-of-wedlock  pregnancies;  and  to 
encourage  the  formation  and  maintenance  of  two-parent  families. 

The  nation  has  an  enormous  stake  in  this  new  approach  to  public  assistance.  ACF  is  committed 
to  working  with  States  to  promote  work,  personal  responsibility,  and  self-sufficiency  in  ways  that 
will  strengthen  families.  Specifically,  we  will  develop  reliable  information  on  effective  ways  to 
do  this,  facilitate  communication  across  States,  identify  best  practices,  promote  peer  technical 
assistance,  and  offer  expert  technical  assistance. 

A  concerted  effort  also  is  underway  to  find  jobs  for  welfare  recipients  in  HHS  and  to  challenge 
other  agencies  and  the  private  sector  to  hire  welfare  recipients.  Partnerships  are  being  forged 
with  health  care  providers  and  others  to  develop  job  opportunities.  Attention  will  also  be  given 
to  removing  barriers  to  work  for  welfare  recipients  who  are  victims  of  domestic  violence,  have 
developmental  disabilities,  or  have  serious  personal  or  family  problems  which  interfere  with  their 
ability  to  work. 

PERFORMANCE  GOALS 

Economic  independence  and  productivity  of  families  is  a  key  strategic  goal  that  Congress  wanted 
to  achieve  in  the  creation  of  TANF.  Beyond  providing  States  with  flexibility  in  program  design 
and  funding,  Congress  established  work  participation  performance  standards  and  created  a  High 
Performance  Bonus  (HPB)  incentive  system  to  facilitate  the  achievement  of  this  goal. 

PRWORA  provides  for  financial  penalties  for  not  meeting  the  work  participation  targets  and 
rewards  for  high  performance  and  significant  improvement.  ACF  is  identifying  model  welfare- 
to-work  programs  and  strategies  and  providing  this  information  to  States.  ACF  will  also  seek  to 
increase  the  availability  of  jobs  for  TANF  recipients  both  in  the  private  and  public  sectors, 
including  Federal  entry  level  jobs. 

Achieving  economic  independence  for  many  TANF  families  begins  with  either  direct  job  search 
or  eliminating  barriers  to  employment,  e.g..  lack  of  basic  skills,  and  proceeds  to  acquiring  job 
experiences,  a  private  sector  job.  increased  wages  and  eventually  self-sufficiency.  ACF  believes 
that  there  are  three  key  elements  in  this  process:  getting  a  job,  retaining  the  job,  and  earnings 
progression.  As  proxy  measures  for  the  FY  1999  annual  performance  plan,  ACF  proposes  the 
following  measures  and  performance  targets.  Under  the  proposed  interim  guidance,  the  focus 
would  be  on  newly  employed  recipients  and  former  recipients. 

ACF  has  had  extensive  consultation  with  States  and  other  customers/partners  for  the  purpose  of 
developing  regulations  on  work  participation  standards,  the  HPB,  and  the  TANF  data  collection 

system. 
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(Note:  Baseline  data  will  be  provided  as  the  data  are  collected 

la.      All  States  meet  the  TANF  work  participation  targets  for  FY  1999: 
All  families:  35% 
•         Two  parent  families:  90% 

lb.      Increase  from  the  FY  1998  base  year,  the  number  of  newly  employed 

TANF  adults  who  are  working.  (See  also  uhigh  impact"  goal  in  Section  V.) 

lc.      Increase  from  the  FY  1998  baseline  year  the  number  of  adult  TANF 

recipients/former  recipients  newly  employed  in  one  quarter  of  the  year  who 
continue  to  be  employed  in  the  subsequent  quarter. 

Id.      Increase  from  the  FY  1998  base  year  the  average  earnings  received  by 
newly  employed  TANF  recipients/former  recipients. 

NOTE:  ACF  views  the  work  participation  rate  as  a  process  measure  and  the  other  work 
measures  as  interim  outcome  measures.  There  are  many  details  which  will  need  to  be  resolved 
through  rulemaking. 

OPERATIONAL  PROCESSES,  SKILLS,  TECHNOLOGIES  AND  RESOURCES 

ACF  will  be  implementing  a  wide  range  of  projects  over  the  next  few  years  to  help  States 
produce  the  desired  outcomes.  These  projects  include: 

.        Marketing  a  culture  change  prototype,  to  encourage  local  offices  to  help  clients  move 
from  welfare-to-work; 

•  Convening  State  officials  to  identify  their  agencies'  technical  assistance  needs; 

•  Developing  a  catalog  of  best  practices; 

•  Sponsoring  research  and  convening  conferences  to  discuss  promising  practices  in  the  area 
of  welfare-to-work; 

Conducting  and  encouraging  training  on  the  need  for  welfare  agencies  to  draw  on  the 
broader  resources  of  other  government  agencies,  the  private  sector,  and  community-based 
organizations. 

With  these  projects  in  mind,  ACF  is  continuing  to  improve  its  performance  by: 

Training  its  employees  in  marketing,  negotiating,  and  consulting  skills; 

•  Training  employees  in  the  use  of  automated  technology,  data  bases,  and  electronic 
communication; 

•  Implementing  team-based  work  procedures. 

EXTERNAL  INFLUENCES 

With  the  primary  responsibility  for  welfare  reform  now  lodged  in  the  States,  and  in  a  number  of 
cases  in  counties  and  cities,  ACF's  ability  to  unilaterally  affect  goal  achievement  is  limited.  ACF 
will  work  in  partnership  with  State  and  local  governments  toward  achieving  the  goal. 
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The  health  of  the  economy  could  have  a  major  effect  on  the  achievement  of  this  goal.  Traditional 
business  cycles  have  varying  effects  across  geographic  areas  and  sectors  of  the  economy. 
Historically,  some  groups  in  the  labor  force  (e.g.  women  who  head  families,  minorities,  and  women 
without  high  school  diplomas)  are  much  more  vulnerable  to  unemployment  than  the  population  as  a 
whole.  Unemployment  rates  among  these  groups  remain  about  two  to  three  times  the  overall  rate, 
even  during  periods  of  economic  recovery.  For  example,  during  1995,  when  the  overall 
unemployment  rate  was  5.6  percent,  the  unemployment  rate  was  8.6  percent  among  women  without 
a  high  school  diploma,  13.7  percent  among  black  workers  without  a  high  school  diploma,  and  16.6 
percent  among  single  women  with  children. 

INTERNAL  AND  EXTERNAL  COORDINATION 

Extensive  coordination  is  underway  throughout  HHS  on  initiatives  concerning  welfare  and 
employment.  ACF  and  the  Office  of  the  Assistant  Secretary  for  Planning  and  Evaluation  are  co- 
lead  agencies  for  the  initiative.  Participating  agencies  are:  the  Health  Care  Financing 
Administration,  the  Health  Resources  and  Services  Administration,  the  Administration  on  Aging, 
the  Office  of  the  Assistant  Secretary  for  Public  Health,  the  Substance  Abuse  and  Mental  Health 
Administration,  the  Agency  for  Health  Care  Policy  and  Research,  the  Centers  for  Disease  Control 
and  Prevention,  the  National  Institutes  of  Health,  the  Office  of  Civil  Rights,  the  Office  of  the 
Assistant  Secretary  for  Management  and  Budget,  the  Office  of  the  Assistant  Secretary  for  Public 
Affairs,  the  Office  of  Intergovernmental  Affairs,  and  the  Office  of  the  Assistant  Secretary  for 
Legislation. 

In  addition  to  HHS's  own  Welfare-to- Work  Initiative,  HHS  will  be  coordinating  its  efforts  with 
other  complementary  Federal  and  national  efforts.  The  joint  Department  of  Labor/HHS  Welfare 
to  Work  initiative  will  award  grants  totaling  $3  billion  to  entities  within  States.  At  least  70 
percent  of  the  funds  must  be  targeted  to  the  hardest-to-serve  caseloads.  Up  to  30  percent  of  the 
Welfare  to  Work  funds  may  be  spent  on  persons  at  high  risk  for  long-term  dependency.  Funds 
may  be  used  for  job  creation,  wage  subsidies,  on-the-job  training,  and  employment  support  and 
follow-up. 

Additionally,  the  President  (through  the  Department  of  Transportation  and  the  National  Governors 
Association)  distributed  grants  to  24  States  to  address  transportation  barriers  in  moving  people  from 
welfare  to  work  and  has  sent  a  $600  million  Welfare-to- Work  transportation  initiative  to  Congress. 
The  Vice  President  has  announced  a  job  retention  initiative  and  is  overseeing  the  Federal 
government's  efforts  to  hire  welfare  recipients.  Finally,  the  Welfare-to- Work  Partnership  is  a  non- 
partisan non-profit  created  to  lead  the  business  community's  efforts  to  help  move  those  on  public 
assistance  into  jobs  in  the  private  sector.  HHS  will  need  to  track  and  coordinate  with  these 
initiatives  in  order  to  ensure  the  most  effective  use  of  resources  for  those  in  transition  from  welfare. 

DATA  SOURCES,  VERIFICATION.  AND  VALIDATION 

There  are  two  possible  data  sources  for  measuring  the  proposed  performance  targets.  The  first  is 
TANF  administrative  data.  The  statute  directs  the  Secretary  to  collect  aggregated  data  (caseload 
summaries)  and  disaggregated  data  (by  individual  and  family)  on  the  TANF  program  quarterly. 
ACF  anticipates  that  much  performance  data  could  be  collected  through  this  system. 
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However,  ACF  has  three  concerns  about  the  use  of  TANF  administrative  data.  The  first  is  the 
availability  of  FY  1998  baseline  data  since  States  are  required  to  phase-in  the  collection  of  TANF 
data  based  on  when  the  State  submitted  a  complete  TANF  State  Plan  (up  to  six  months  delay). 
The  second  is  the  relative  consistency  and  validity  of  data  during  the  implementation  period. 
ACF  anticipates  that  the  information  that  States  submit  will  not  generally  be  verified  before  it  is 
submitted.  Further,  ACF  may  not  have  the  resources  to  systematically  verify  the  information 
once  it  is  submitted.  Finally,  TANF  administrative  data  are  not  available  for  individuals  no 
longer  receiving  TANF. 

ACF  is  also  currently  pilot-testing  with  a  number  of  States  the  use  of  State  Unemployment 
Insurance  (UI)  records  as  a  source  of  data  for  the  HPB  work  measures.  This  data  source  could 
also  be  used  for  measuring  the  work-related  performance  targets  noted  above.  Work 
participation  data  would  be  obtained  via  the  quarterly  TANF  data  reports.  The  use  of  UI  records 
may  be  a  better  approach  to  the  problems  of  the  data  availability,  consistency,  and  validity 
concerns  associated  with  use  of  State  TANF  administrative  records.  UI  records  represent  an 
existing  data  system  of  employment  and  earnings  information  that  could  be  used  to  track 
individuals  independent  of  whether  they  receive  TANF  assistance.  The  approach  would  be  to 
computer  match  the  TANF  caseload  with  the  UI  records.  Issues  of  population  coverage  and 
timing  availability  are  being  explored.  UI  data  are  sufficiently  validated  and  probably  no 
additional  work  will  be  needed.  States'  administrative  data,  derived  from  TANF  administrative 
records,  may  require  validation  or  may  be  sufficiently  reliable  to  measure  outcomes. 

The  timeframe  for  developing  and  implementing  a  data  system  depends  directly  upon  the  source 
of  data  that  will  be  used.  A  data  collection  system  already  exists  for  Unemployment  Insurance. 
The  first  match  with  that  system  could  take  place  in  1 999.  If  performance  is  measured  using 
States'  own  administrative  data,  the  development  of  a  data  collection  system  may  take  longer. 

DEVELOPMENTAL  DISABILITIES  (EMPLOYMENT) 

There  are  nearly  four  million  Americans  with  developmental  disabilities.  Developmental 
disabilities  are  severe,  chronic  disabilities  attributable  to  mental  and/or  physical  impairment 
which  manifest  before  age  22  and  are  likely  to  continue  indefinitely.  They  result  in  substantial 
limitations  in  three  or  more  areas:  self-care,  receptive  and  expressive  language,  learning, 
mobility,  self-direction,  capacity  for  independent  living,  and  economic  self-sufficiency,  as  well  as 
the  continuous  need  for  individually  planned  and  coordinated  services. 

The  major  goal  of  the  programs  is  to  assist  people  with  developmental  disabilities  to  reach 
maximum  potential  through  increased  independence,  productivity,  and  community  integration. 
ACF's  partnerships  with  State  governments,  local  communities,  and  the  private  sector  address  all 
elements  of  the  life  cycle:  prevention;  diagnosis;  early  intervention;  therapy;  education;  training; 
employment;  and  community  living  and  leisure  opportunities. 

ACF  and  its  partners  in  the  developmental  disability  (DD)  community  have  been  participating 
together  in  the  development  of  the  "Roadmap" — six  program  goals  and  program-  specific 
outcome  measures.  The  first  goal  (Employment)  is  discussed  in  this  section  of  the  GPRA 
performance  plan.  Other  goals  appear  in  appropriate  sections  later  in  this  plan. 
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ACF's  DD  grantee  partners  fall  into  four  complementary  groups.  Each  serves  individuals  with 
developmental  disabilities  and  their  families  in  a  non-duplicating,  unique,  and  interlocking  way: 

Developmental  Disability  Councils  (DDC)  in  each  State  promote,  through  systemic 
change,  capacity  building,  and  advocacy  services,  a  State-wide,  consumer  and  family- 
centered,  comprehensive  system  and  a  coordinated  array  of  services,  supports,  and  other 
assistance  for  individuals  with  developmental  disabilities  and  their  families; 
Protection  and  advocacy  (P&A)  systems  in  each  State  protect  the  legal  and  human  rights 
of  individuals  with  developmental  disabilities; 

University  Affiliated  Programs  (UAP)  provide  interdisciplinary  pre-service  preparation  of 
students  and  fellows,  community  service  activities,  and  the  dissemination  of  information 
and  research  findings;  and 

Projects  of  National  Significance  (PNS)  provide  funding  through  grants  and  contracts  that 
support  the  development  of  national  and  State  policy  to  enhance  the  independence, 
productivity,  and  integration  and  inclusion  in  their  communities  of  individuals  with 
developmental  disabilities. 

The  goal  and  measurement  development  process  has  included  multiple  rounds  of  meetings  and 
consultations  with  program  representatives,  with  representatives  of  national  organizations  of  DD 
partners,  and  program  specific  focus  groups  and  conferences,  as  well  as  ACF  participating  in 
meetings  sponsored  by  its  partners.  This  process  has  built  consensus  and  is  still  ongoing.  The 
performance  measures  have  only  recently  been  created  through  this  consultation  process. 
Consequently,  ACF  and  its  DD  partners  have  insufficient  experience  with  them  for  purposes  of 
establishing  benchmarks  or  targets.  It  is  anticipated  that  after  a  year  of  working  on  these 
measures,  it  will  be  possible  for  ACF  and  its  partners  to  reach  consensus  on  baselines  and  targets 
for  FY  1999.  Data  systems  for  automated  submission  and  analysis  of  the  measures  are  currently 
being  developed  and  should  be  in  place  and  operating  during  1998. 

PERFORMANCE  MEASURES  FOR  EMPLOYMENT 

The  DD  employment  goal  is:  "Increase  entry  into  and  retention  of  employment  for  people  with 
developmental  disabilities  consistent  with  their  interests,  abilities,  and  needs."  This  goal 
includes  the  following  outcomes:  "Students  with  developmental  disabilities  have  vocational 
supports  while  in  school  and  on  the  job,  receive  assistance  in  identifying  and  planning  careers, 
and  have  access  to  employment  and  other  work  experiences  including  post-secondary 
opportunities  that  accommodate  students  with  disabilities.  Adults  with  developmental 
disabilities  have  job  choices  and  career  opportunities  that  are  integrated,  accessible,  equitable, 
and  supported.  Employers  are  well  informed  of  the  capabilities  of  individuals  with  disabilities 
and  about  support  practices  and  accommodations." 

Targets  and  baselines  are  being  developed  through  the  consensus  process  already  underway. 
There  are  a  number  of  candidate  measures  under  discussion,  including  the  examples  below.  The 
partnership  communities  for  whom  they  are  particularly  relevant  are  in  parenthesis. 

•        Increase  the  number  of  developmental^  disabled  adults  who  obtain  integrated 

jobs  (DDC) 
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Increase  the  number  of  businesses/employers  that  employ  and  support  people 
with  disabilities  (DDC) 

•  Increase  the  number  of  developmental^  disabled  adults  on  welfare  who  secure 
competitive  jobs  (DDC) 

•  Increase  the  number  of  developmental^  disabled  adults  having  reasonable 
accommodation  on  the  job  (P&A) 

•  Increase  the  number  of  college  trainees  with  developmental  disabilities 
completing  training  and  hired  (UAP) 

•  Increase  the  dollars  leveraged  by  ADD  from  our  Federal  partners  in  support  of 
positive  outcomes  for  people  with  developmental  disabilities  in  terms  of 
employment,  housing,  education,  health,  community  support,  and  self- 
determination  (ADD) 

OPERATIONAL  PROCESSES,  SKILLS,  TECHNOLOGIES  AND  RESOURCES 

To  achieve  desired  outcomes  and  meet  the  Roadmap  goals,  DD  programs  and  ACF  will  use 
approaches  consistent  with  their  complementary  missions.  Therefore,  DDCs  that  assist  in  the 
development  of  comprehensive  and  coordinated  service  delivery  systems  through  systemic 
change,  capacity  building,  and  advocacy  activities,  will  employ  in  their  State  Plans  strategies  that 
include  demonstration  of  new  approaches,  outreach  training,  public  education,  and  informing 
policy  makers.  P&As  will  use  strategies  that  protect  the  human  and  legal  rights  of  individuals 
with  developmental  disabilities.  These  include  legal,  administrative,  and  other  remedies, 
information  and  referral,  investigating  incidents  of  abuse  and  neglect,  educating  policy  makers, 
etc.  UAPs  will  provide  interdisciplinary  training  for  professional  and  direct  care  personnel, 
community  services,  technical  assistance,  and  will  disseminate  information  and  research 
findings.  The  PNS  program  provides  ACF  with  the  opportunity  to  focus  funds  on  emerging  areas 
of  concern  for  individuals  with  developmental  disabilities,  their  families,  the  DD  program 
components,  and  other  interested  public  and  private  non-profit  entities. 

To  facilitate  submission  of  performance  measure  data  by  geographically  dispersed  partners  and  to 
analyze  it  to  create  a  unified  national  picture,  an  electronic  data  submission  system  will  be  used 
beginning  in  FY  1998. 

EXTERNAL  INFLUENCES 

For  the  full  community  integration  of  children  with  developmental  disabilities,  State  and  local 
school  systems  and  the  network  of  related  services  providers  must  be  able  to  sustain  their 
commitment.  For  example,  to  meet  employment  goals  for  working  age  adults  with  developmental 
disabilities,  jobs  will  need  to  be  available  for  those  who  are  qualified;  and  this  will  depend,  in  large 
part,  on  economic  conditions  in  States  and  localities.  (Similar  outside  influences  and  constraints 
apply  in  one  way  or  another  to  health,  housing,  community  support,  education,  and  self- 
determination.) 
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INTERNAL  AND  EXTERNAL  COORDINATION 

To  improve  and  enhance  services  for  children  with  developmental  disabilities  and  their  families, 
HHS  will  coordinate  closely  with  the  Social  Security  Administration  and  the  Department  of 
Education.  Collaboration  within  HHS  among  the  Health  Care  Financing  Administration ,  the 
Health  Resources  and  Services  Administration,  and  ACF  is  essential.  Regarding  employment  for 
working  age  adults,  the  same  internal  partners  coordinate  with  the  Departments  of  Labor  and 
Transportation.  In  both  cases,  participation  by  special  committees,  such  as  the  President's 
Committee  on  Mental  Retardation  and  the  President's  Committee  on  Employment  of  People  with 
Disabilities,  will  enhance  the  effort.  State  Medicaid  and  human  service  agencies  are  essential 
partners,  and  the  public  schools  and  community  services  networks  will  assist  as  well.  Finally,  the 
private  sector  has  the  potential  to  employ  individuals  with  disabilities,  to  the  ultimate  advantage  of 
both  employees  and  employers. 

DATA  SOURCES,  VERIFICATION,  AND  VALIDATION 

The  reporting  of  program  specific  outcome  measures  will  be  integrated  into  the  current  annual 
Program  Performance  Report  (PPR).  This  is  not  expected  to  add  significantly  to  the  reporting 
burden,  and  with  PPR  streamlining  and  automation  of  reporting,  total  burden  should  actually 
decline  over  a  period  of  time.  Verification  and  validation  of  data  will  occur  through  ongoing 
review  and  analysis  of  annual  electronic  reports,  technical  assistance  site  visits,  and  input  from 
individuals  with  developmental  disabilities  and  their  families  and  other  partners.  The  data  source 
for  the  last  example  ("dollars  leveraged")  will  be  interagency  agreements  and  memoranda  of 
understanding. 

REFUGEE  RESETTLEMENT 

ACF  provides  assistance  and  services  to  persons  admitted  to  the  United  States  as  refugees, 
asylees,  Cuban  or  Haitian  entrants  and  Amerasian  immigrants.  The  major  program  goals  are  to 
make  available  sufficient  resources  and  technical  assistance  to  States  and  other  grantees  in  order 
to  help  refugees  achieve  economic  self-sufficiency  and  social  adjustment  within  the  shortest  time 
possible  following  their  arrival  in  the  U.S. 

PERFORMANCE  GOALS 

ACF  has  developed  outcome  measures  and  establishes  annual  performance  outcome  goals 
(targets)  on  each  of  the  6  refugee  program  performance  measures  in  partnership  with  States 
participating  in  the  State-administered  program  of  refugee  resettlement.  The  outcome  measures 
are  all  aimed  at  increasing  refugee  early  employment  and  self-sufficiency.  States  are  required  to 
make  every  effort  to  improve  their  outcomes  each  year  over  the  previous  year's  performance. 
The  outcome  measures  were  jointly  developed  by  a  workgroup  comprised  of  State  Refugee 
Coordinators  and  ACF  in  November  1994. 

Refugee  outcome  measures  are: 

•         Entered  employments  (job  placements) 
90-day  employment  retentions 
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•  Cash  assistance  terminations  due  to  earnings 

•  Cash  assistance  reductions  due  to  earnings 

•  Average  hourly  wage  at  placement 

•  Entered  employments  with  health  benefits  available 

ACF  also  requires  nonprofit  agencies  participating  in  the  Match  Grant  Voluntary  Agency 
Program  to  set  outcome  goals  each  year  on  the  outcome  measures  of  entered  employments  and 
self-sufficiencies. 

FY  1999  MEASURES,  STATE- ADMINISTERED  PROGRAM 

Specific  program  goals  to  be  achieved  in  FY  1999  have  been  set  on  the  4  most  critical  of  the  6 
outcome  measures.  Baselines  for  the  State  administered  programs  were  derived  by  applying  a 
5%  annual  increase  to  FY  1995  data.  For  the  matching  grant  program,  baselines  were  derived  by 
applying  a  5%  annual  increase  to  CY  1996  data.  (The  match  grant  program  operates  on  a 
calendar  year  basis). 

le.      Increase  the  number  of  refugees  who  enter  employment  in  FY  1999  through 
ACF-funded  refugee  employment  services  as  a  percentage  of  the  employment 
services  caseload from  57%  in  FY  1998  to  62%  (50,950)  in  FY  1999. 

If.      Increase  the  number  of  refugee  cash  assistance  cases  closed  due  to  employment 
from  31%  of  all  entered  employments  to  36%  (18,340). 

Ig.      Increase  the  number  of  refugee  cash  assistance  cases  in  which  grant  reductions 
occur  due  to  employment  from  20%  of  all  entered  employments  to  25% 
(12,740). 

lh.  Increase  the  90-day  job  retention  rate  from  71%  of  all  entered  employments  to 
76%  (38, 720)  of  all  entered  employments. 

Data  source:  ORR-6 

FY  1999  MEASURES,  MATCH  GRANT  VOLUNTARY  AGENCY  PROGRAM 

IL      Increase  the  number  of  refugees  who  enter  employment  through  the  Match 
Grant  program  as  a  percentage  of  all  employable  adults  from  9,272  (49%)  in 
FY  1998  to  10, 710  (52%)  in  FY  1999. 

Ij.  Increase  the  number  of  refugee  families  that  are  self-sufficient  (not  dependent 
on  any  cash  assistance)  within  the  first  4  months  after  arrival from  5,415  cases 
(54%)  of  all  Match  Grant  cases  in  FY  1998  to  5,680  cases  (57%)  in  FY  1999. 

Data  source:  Match  Grant  Progress  Report 
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OPERATIONAL  PROCESSES,  SKILLS,  TECHNOLOGIES  AND  RESOURCES 

To  help  partners  achieve  acceptable  employment  and  self-sufficiency  outcomes,  ACF  conducts 
on-site  monitoring  of  selected  States  and  other  grantees  that  are  having  difficulty  achieving 
acceptable  client  outcomes.  ACF  also  targets  States  with  large  refugee  populations  that  receive 
significant  ACF  refugee  program  funding.  In  the  monitoring  process,  ACF  assists  States  and 
grantees  to  identify  strategies  to  improve  outcomes  and  provides  technical  assistance  on 
implementing  program  improvements. 

EXTERNAL  INFLUENCES 

The  Refugee  Program  is  affected  by  foreign  policy  decisions  and  crises.  Its  ability  to  quickly 
resettle  new  arrivals  depends  not  only  on  local  job  markets  but  on  the  rate  of  influx,  refugees' 
special  needs,  educational  levels,  and  English  proficiency. 

DATA  VERIFICATION,  AND  VALIDATION 

Data  are  submitted  quarterly  by  all  States  participating  in  the  State-administered  program  via  the 
quarterly  performance  report  (Form  ORR-6).  Data  for  the  Match  Grant  are  submitted  to  ACF  3 
times/year  on  the  Match  Grant  Progress  Report  form.  Baseline  data  for  all  measures  in  the  State- 
administered  program  are  derived  from  FY  1 996  annual  unduplicated  outcome  data  as  reported 
on  the  annual  Outcome  Goal  Plans.  Baseline  data  for  the  Match  Grant  program  are  derived  from 
the  Calendar  Year  Report  submitted  to  ACF  in  February  of  each  year. 

Data  validation:  Desk  monitoring  and  tracking  of  quarterly  performance  report  data  occurs 
quarterly  in  the  State-administered  program  and  3  times  per  year  in  the  Match  Grant  program. 
Data  are  validated  by  periodic  on-site  monitoring.  During  FY  1998,  ACF  plans  to  assess  the 
effectiveness  of  the  existing  refugee  outcome  measures  for  the  State-administered  program 
through  a  consultative  process  with  the  States.  As  a  result  of  this  collaborative  process,  new 
measures  may  be  added  and/or  existing  measures  may  be  modified.  For  example,  ACF  is 
interested  in  examining  the  feasibility  of  including  the  unit  cost  per  entered  employment  (job 
placement)  as  a  possible  additional  indicator. 

SOCIAL  SERVICES 

The  Social  Services  Block  Grant  (SSBG)  provides  funding  to  States  for  a  broad  array  of  services. 
The  SSBG  is  based  on  two  fundamental  principles:  that  State  and  local  governments  and 
communities  are  best  able  to  determine  the  needs  of  the  individuals  to  help  them  achieve  self- 
sufficiency;  and  that  social  and  economic  needs  are  interrelated  and  must  be  met  simultaneously. 

SSBG  funds  are  used  for  services  that  include,  but  are  not  limited  to:  child  care,  child  and  adult 
protection,  child  and  adult  foster  care  services,  day  care,  employment  services,  information 
dissemination,  referral,  counseling,  preparation  and  delivery  of  meals,  health  support  services.  In 
1995,  the  largest  allocations  for  services  went  to  day  care  for  children,  child  protective  services, 
home-based  services,  and  foster  care  for  children.  SSBG  funds  also  help  States  improve  and 
integrate  services,  create  community-based  partnerships,  and  stimulate  innovations.  In  effect, 
they  help  hold  the  human  services  delivery  system  together. 
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SSBG  Grants  are  made  directly  to  the  50  States,  the  District  of  Columbia,  and  Puerto  Rico, 
Guam,  the  Virgin  Islands,  American  Samoa,  and  the  Commonwealth  of  the  Northern  Mariana 
Islands  to  fund  social  services  tailored  to  meet  the  needs  of  individuals  and  families  residing 
within  that  jurisdiction.  Grants  are  determined  by  a  statutory  formula  based  on  each  State's 
population.  States  are  fully  responsible  for  determining  the  use  of  their  funds. 

PERFORMANCE  GOALS 

Due  to  the  nature  of  the  program,  SSBG  has  minimal  reporting  requirements,  and  there  is  very 
little  national  data  (aside  from  financial  records).  (The  following  paragraph  provides  more 
information  about  tracking  SSBG  activities.)  However,  SSBG  funds  support  outcomes  across 
the  human  services  spectrum  and  these  outcomes  may  be  associated  with  objectives  and  targets 
elsewhere  in  this  plan.  For  these  reasons,  ACF  is  not  specifying  individual  measures  for  the 
SSBG  program. 

DATA  SOURCES 

Because  the  SSBG  program  varies  from  State  to  State  in  the  manner  in  which  it  is  administered 
and  social  services  offered,  it  is  difficult  to  design  a  common  assessment  format  for  the  program. 
In  1997  the  SSBG  program  office  developed  a  database  and  tracking  system  for  the  SSBG 
program  in  cooperation  with  the  Congressional  Research  Service  (CRS)  of  the  Library  of 
Congress  and  with  House  Ways  and  Means  Committee  staff.  This  data  base  utilizes  the 
information  submitted  by  States  as  required  by  the  SSBG  reporting  requirements.  The  system 
tracks  funding  State-by-State  for  the  28  major  social  services  that  States  must  report  on  each 
year.  It  also  provides  the  number  of  recipients  for  each  service. 

NOTE:  SSBG  plays  a  role  throughout  ACF's  goals  and  objectives  but  is  only  described  at  this 
point  in  the  GPRA  plan. 


|  2.  Increase  independent  living 

\  Approach  for  the  Strategic  Objective:  Empower  individuals  with  developmental  disabilities  to 
j  move  into  their  own  homes,  increasing  their  personal  control  and  participation  in  their 
\  community. 

DEVELOPMENTAL  DISABILITIES  (SELF-DETERMINATION) 

PERFORMANCE  MEASURES  FOR  SELF  DETERMINATION 

The  DD  self-determination  goal  is:  "Increase  control,  choice,  and  flexibility  for  people  with 
developmental  disabilities  in  the  services  and  support  they  receive."  This  goal  includes  the 
following  outcomes:  "Individuals  with  developmental  disabilities  and  their  families  know  their 
rights;  have  the  tools  to  advocate  and  make  choices  for  themselves;  are  able  to  determine  how 
they  would  like  to  live  and  choose  their  own  supports;  and,  have  an  array  of  quality,  affordable, 
and  accessible  services  and  supports  that  are  equitably  available.  Individuals  "with  developmental 
disabilities  and  family  members  are  leaders  in  their  communities,  States,  and  the  nation;  evaluate 
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the  services  and  supports  they  receive,  and  participate  in  the  evaluation  of  service  quality. 
Individuals  with  developmental  disabilities  and  their  families  are  treated  with  dignity  and  respect 
and  have  opportunities  to  express  interests,  desires  and  preferences." 

Targets  and  baselines  are  being  developed  through  the  consensus  process  already  underway.  A 
candidate  under  discussion,  and  the  partnership  community  for  whom  it  is  relevant  is: 

Increase  the  number  of families  of  the  developmentally.  disabled  benefiting 
from  family  support  (DDC) 

DEVELOPMENTAL  DISABILITIES  (HOUSING) 

PERFORMANCE  MEASURES  FOR  HOUSING 

The  DD  housing  goal  is:  "Increase  the  opportunities  of  adults  with  developmental  disabilities  to 
choose  where  and  with  whom  they  live  and  to  have  the  services  they  need  to  support  these 
choices."  This  goal  includes  the  following  outcomes:  "Individuals  with  developmental 
disabilities  have  opportunities  and  information  needed  to  make  choices  about  where  to  live. 
People  with  developmental  disabilities  have  the  ability  to  own  their  own  homes.  Living  in  the 
community  is  affordable,  accessible,  and  equitable." 

Targets  and  baselines  are  being  developed  through  the  consensus  process  already  underway.  A 
candidate  under  discussion,  and  the  partnership  community  for  whom  it  is  relevant  is: 

.        Increase  the  number  of families  of  the  developmentally  disabled  owning  or 
renting  their  own  homes.  (DDC) 

(See  information  on  DD  partnership  process,  performance  goals,  data,  and  resources  under 
Strategic  Objective  1,  above.) 


I  3.  Increase  parental  responsibility 

|  Approach  for  the  Strategic  Objective:  Establish  paternities  for  children  born  out-of- 
wedlock  and  ensure  that  parents  support  their  children 

CHILD  SUPPORT  ENFORCEMENT 

Parents  have  a  responsibility  to  support  their  children,  financially,  emotionally,  and  socially.  In 
the  case  of  single-parent  families,  financial  support  from  noncustodial  parents  is  essential  to  the 
economic  security  of  the  child  and  of  its  custodial  parent.  If  every  parent  paid  the  child  support 
he  or  she  legally  owes,  fewer  children  would  be  living  in  poverty  and  fewer  families  would  need 
welfare.  Emotional  and  social  support  is  equally  essential  to  the  child's  sound  growth  and 
development.  To  address  these  issues,  ACF  is  committed  to  working  with  States  to  aggressively 
enforce  payment  of  legally  owed  child  support,  to  establish  paternities,  and  to  promote  the 
involvement  of  noncustodial  fathers  in  their  children's  lives. 
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The  goal  of  the  Child  Support  Enforcement  (CSE)  Program,  which  was  established  in  1975 
under  Title  IV-D  of  the  Social  Security  Act,  is  to  ensure  that  children  are  financially  supported  by 
both  their  parents.  Welfare  reform  legislation  that  President  Clinton  signed  in  1996  provides 
strong  measures  for  ensuring  that  children  receive  the  support  due  them: 

•  States  are  required  to  enact  uniform  interstate  laws  by  January  1,  1998. 

State  and  Federal  CSE  programs  will  provide  registries  of  newly  hired  employees. 

•  Paternity  establishment  will  be  streamlined. 

•  States  will  have  computerized  State- wide  support  collection  and  disbursement  centers. 
Tough  new  penalties,  such  as  license  revocation  and  seizure  of  assets,  will  be  available 
when  child  support  obligations  are  not  met. 

The  CSE  program  is  administered  by  State  and  local  human  services  departments,  often  with  the 
help  of  prosecuting  attorneys,  other  law  enforcement  agencies,  and  officials  of  family  or 
domestic  relations  courts.  Child  Support  Enforcement  services  are  available  automatically  for 
families  receiving  assistance  under  the  new  Temporary  Assistance  for  Needy  Families  (TANF) 
programs.  Any  current  child  support  collected  reimburses  the  State  and  Federal  governments  for 
TANF  payments  made  to  the  family. 

Child  support  services  are  also  available  to  families  not  receiving  TANF  who  apply  for  such 
services.  Child  support  payments  that  are  collected  on  behalf  of  non-TANF  families  are  sent  to 
the  family.  For  these  families,  States  must  charge  an  application  fee  of  up  to  $25,  but  may  pay 
this  fee  from  State  funds.  States  may  also  charge  for  the  cost  of  services  rendered. 

PERFORMANCE  GOALS 

NOTE:  The  Child  Support  Enforcement  program  was  an  original  OMB  GPRA  pilot  and 
developed  a  national  program  "strategic  plan"  with  the  State  partners.  The  following 
performance  goals  are  consistent  with  that  document. 

PROGRAM  GOAL:  All  children  have  parentage  established. 

Objective:  Increase  the  number  of  paternities  established,  particularly  those  established  within 
one  year  of  birth. 

3a.      Increase  the  paternity  establishment  percentage  among  children  born  out-of- 
wedlock  to  96%.  (1996  baseline  =  75%) 

Data  source:  OCSE  156  and  voluntary  reporting 

This  measure  directly  indicates  achievement  of  the  performance  target  by  comparing  paternities 
established  during  the  fiscal  year  with  the  number  of  non  marital  births  during  the  preceding 
fiscal  year.  The  statute  allows  for  States  to  use  a  IV-D  PEP  (paternity  establishment  percentage) 
or  a  State-wide  or  Universal  PEP.  ACF  is  using  the  universal  PEP  because  most  States  have 
indicated  they  will  use  the  universal  PEP  as  well.  The  figures  above  include  paternities 
established  by  the  IV-D  program  and  paternities  established  by  hospital-based  programs. 
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Approach:  Early  interventions  will  be  sought  through  expanding  in-hospital  based  paternity 
establishment  programs  and  partnering  with  birth  record  agencies,  pre-natal  clinics  and  other 
entities,  encouraging  voluntary  acknowledgments,  in  accordance  with  the  requirements  of  the 
Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1 996  (PRWORA). 
Partners  will  work  together  and  with  customers  to  help  both  parents  understand  their  parental 
responsibilities  and  to  promote  the  establishment  of  paternity  in  a  non-adversarial  manner 
wherever  possible.  In  collaboration  with  partners  and  stakeholders,  ACF  will  explore  a  variety  of 
activities  to  help  individuals  better  understand  their  parental  responsibilities.  ACF  will  also 
increase  technical  assistance,  training  and  education  activities. 

PROGRAM  GOAL:  All  children  in  IV-D  cases  have  financial  and  medical  support  orders.  * 

Objective:  Increase  the  percentage  of  IV-D  cases  with  orders  for  financial  support. 

3b.      Increase  the  percentage  of  IV-D  cases  having  support  orders  to  74%.  (1996 
baseline  =  59.4%)  * 

Data  source:  OCSE  156 

A  support  order  is  needed  to  collect  child  support.  This  measure  directly  indicates  achievement 
of  the  performance  target  by  comparing  the  number  of  IV-D  cases  with  support  orders  with  the 
number  of  IV-D  cases. 

*  Future  performance  plans  will  include  data  on  medical  support. 

Approaches:  The  welfare  reform  legislation  (PRWORA)  also  gives  States  new  tools  to  establish 
an  order  more  quickly  such  as  administrative  authority  to  require  genetic  testing,  subpoena 
financial  and  other  information,  and  access  to  a  wide  array  of  records.  More  States  are 
voluntarily  shifting  from  court-based  to  agency-based  order  establishment  procedures. 
PRWORA  requires  expedited  administrative  procedures  for  the  establishment  of  orders;  expands 
paternity  acknowledgment  programs  to  birth  record  agencies,  which  would  set  the  stage  for  order 
establishment;  and  requires  that  all  States  enact  the  Uniform  Interstate  Family  Support  Act  which 
grants  States  expansive  long-arm  jurisdiction  that  will  allow  them  to  establish  support  orders 
against  non-residents  avoiding  the  lengthy  two-State  process. 

PROGRAM  GOAL:  All  children  in  IV-D  cases  receive  financial  and  medical  support  from  both 
parents. 

Objective:  Increase  the  collection  rate. 

3c.      Increase  the  IV-D  collection  rate  for  current  support  to  70%.  (1996  baseline  = 

53%) 

Data  source:  OCSE  158 
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This  measure,  which  is  a  proxy  for  the  regular  and  timely  payment  of  support,  directly  indicates 
achievement  of  the  performance  target  by  comparing  total  dollars  collected  for  current  support  in 
IV-D  cases  with  total  dollars  owed  for  current  support  in  IV-D  cases. 

Approaches:  Focus  will  be  placed  on  improved  enforcement  techniques  with  emphasis  on 
automated  mechanisms  for  enforcement,  collections  and  payments  to  families.  ACF  will 
emphasize  improvement  of  numerous  processes  that  result  in  the  support  of  children,  including 
simplifying  the  payment  process,  reducing  barriers  to  noncustodial  parents  providing  support 
payments,  increasing  the  number  of  cases  handled  using  automated  systems,  using  alternative 
disposition  strategies  such  as  consensual  agreements  and  other  non-judicial  agreements, 
improving  interstate  case  processing,  increasing  coordination  and  integration  of  services  with 
other  agencies,  and  increasing  access  to  services.  PRWORA  gives  States  new  tools  to  increase 
collection  of  support  such  as  license  revocation,  new  hire  reporting,  centralized  collection  and 
disbursement,  enhancement  of  wage  withholding  procedures,  and  uniform  procedures  for 
interstate  cases. 

3d.      Increase  the  percentage  of  paying  cases  among  IV-D  arrearage  cases  to  46%. 
(1996  baseline  =  35%) 

Data  source:  OCSE  158 

This  measure  directly  indicates  achievement  of  the  performance  target  by  comparing  the  total 
number  of  IV-D  cases  paying  any  amount  toward  arrears  with  the  total  number  of  IV-D  cases 
with  arrears  due.  More  direct  measurement  of  a  national  arrearage  collection  rate  was  not 
possible  because  States  have  laws  that  count  arrears  in  widely  varying  ways.  This  measure, 
developed  by  the  State-Federal  Incentive  Formula  effort,  differs  from  the  CSE  "strategic  plan" 
measure.  State  and  Federal  partners  are  considering  including  this  modified  measure  in  the 
"strategic  plan." 

Approaches:  Obtaining  payment  of  arrears  is  often  difficult.  States  must  collect  current  support 
and  any  arrearages  that  have  accrued.  Noncustodial  parents  often  cannot  keep  up  with  both 
current  and  arrears,  hence  arrears  payments  suffer.  Focus  will  be  placed  on  improved 
enforcement  techniques  with  emphasis  on  automated  mechanisms  for  enforcement,  collections 
and  payments  to  families.  ACF  will  emphasize  improvement  of  numerous  other  processes  that 
result  in  the  support  of  children,  including  simplifying  the  payment  process,  reducing  barriers  to 
noncustodial  parents  providing  support  payments,  increasing  the  number  of  cases  handled  using 
automated  systems,  using  alternative  disposition  strategies  such  as  consensual  agreements  and 
other  non-judicial  agreements,  improving  interstate  case  processing,  increasing  coordination  and 
integration  of  services  with  other  agencies,  and  increasing  access  to  services. 

PRWORA  gives  States  new  tools  to  increase  collection  of  support  such  as  license  revocation, 
new  hire  reporting,  centralized  collection  and  disbursement,  and  uniform  procedures  for 
interstate  cases.  Other  collection  techniques  aimed  at  arrears:  seizing  assets  held  in  financial 
institutions,  administrative  offset,  etc. 

Objective:  Make  the  process  more  efficient  and  responsive. 
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3e.      Increase  the  cost-effectiveness  ratio  (total  dollars  collected  per  $1  of 
expenditures)  to  $5.00.  (1996  baseline  =  $3.92) 

Data  sources:  OCSE  34,  OCSE  131 

This  measure  directly  indicates  achievement  of  the  performance  target  by  comparing  total  IV-D 
dollars  collected  by  States  with  total  IV-D  dollars  expended  by  States. 

Approaches:  Under  current  law,  cost-effectiveness  and  dollars  collected  are  the  basis  for 
incentive  payments.  It  is  important  to  monitor  the  costs  of  the  program  in  relation  to  the 
performance  outcomes  such  as  dollars  collected.  Focus  will  be  placed  on  increased  efficiency  of 
State  programs  through  automated  systems  of  case  management,  enforcement,  collection  and 
disbursement,  and  use  of  administrative  processes.  Federal  audits  will  focus  on  administrative 
costs  to  ensure  States  do  not  shift  costs  from  block  grants  to  matching  programs. 

Objective:  Administrative  measure  of  Federal  operations 

3f.      Placeholder  for  survey  of  State  child  support  enforcement  programs 
satisfaction  with  Federal  performance 

HHS'  Office  of  the  Inspector  General  (OIG)  is  beginning  preliminary  work  on  this  survey.  When 
completed,  the  survey  should  provide  ACF  with  FY  1997  baseline  data  on  its  performance.  OIG 
staff  will  work  with  ACF  staff  to  design  a  survey  instrument  that  will  allow  for  later  survey 
results  to  be  comparable  to  a  baseline.  Survey  results  should  be  available  in  1998. 

Approaches:  ACF  is  beginning  an  internal  strategic  planning  process  that  will  align  Federal 
operations  with  the  CSE  national  '"strategic  plan."  ACF  has  employed  a  partnership  approach  in 
all  major  services  it  provides  to  States.  For  example,  the  development  of  the  new  hire  reporting 
system,  incentive  funding  proposal,  and  technical  assistance  and  training  plans  have  all  been 
developed  collaboratively  with  State  partners  through  the  use  of  State-Federal  workgroups. 

OPERATIONAL  PROCESSES,  SKILLS,  TECHNOLOGIES  AND  RESOURCES 

ACF  will  aggressively  implement  the  child  support  provisions  of  the  law  through  technical 
assistance,  tracking  parents,  and  helping  collect  court-ordered  support  payments.  This  strategy 
will  be  achieved  through  a  variety  of  means,  including  implementing  Federal  policy,  technical 
assistance,  training,  information  dissemination,  a  more  performance-based  incentive  funding 
structure,  and  Federal  oversight  and  assistance  with  State-based  quality  assurance. 

The  Federal  Parent  Locator  Service  will  be  expanded  to  facilitate  location  of  noncustodial 
parents,  their  employers  and  their  assets  to  promote  the  establishment  and  enforcement  of  child 
support  orders;  the  National  Directory  of  New  Hires  will  be  operational ized  and  linked  to  the 
Federal  Case  Registry  to  locate  absent  parents  across  State  lines;  and  ACF  will  promote 
implementation  of  administrative  offsets  for  child  support  with  the  Internal  Revenue  Service. 

ACF  will  continue  efforts  to  broaden  parental  responsibility,  especially  the  involvement  of 
fathers  in  the  lives  of  their  children  through  several  means:  first  focusing  attention  on  the  positive 
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role  fathers  have  in  improving  their  children's  well-being;  second,  ensuring  that  the  HHS 
research  agendas  pay  adequate  attention  to  the  role  of  fathers  in  families  and  the  effects  of 
fathering  on  children's  well-being;  third,  using  positive  messages  and  language  regarding  fathers 
and  fatherhood  in  publications  and  announcements;  and,  finally,  ensuring  that  HHS's  own 
workforce  policies  encourage  and  enable  fathers  to  balance  work  and  family  life  responsibilities. 

Working  in  partnership  with  States,  ACF  will  use  the  following  resources  to  achieve  the  FY  99 
performance  goals: 

•  Federal  match  of  State  administrative  expenditures  and  enhanced  match  for  State- wide 
automated  systems  (capped  at  $400  million); 

•  Incentive  funding  provided  to  States  for  the  cost  effectiveness  of  programs; 

•  Expanded  Federal  Parent  Locator  Service  including  a  database  of  new  hires  and  child 
support  cases  to  assist  States  in  locating  parents  and  obtaining  support  through  wage 
withholding; 

Federal  Tax  Refund/ Administrative  Offset  program  to  offset  income  tax  refunds  and 
selected  Federal  benefits  payments  to  child  support  obligors; 

•  ACF  central  office  child  support  and  systems  staff  and  regional  office  employees 
estimated  at  234; 

•  Section  1115  research  grants,  1%  and  2%  set  asides  funding  to  provide  technical 
assistance,  supportive  contracts,  demonstration  grants  and  child  access  and  visitation 
grants; 

•  Self  assessments  by  States  to  help  managers  identify  cases  that  need  services  thus 
increasing  performance;  and 

•  Federal  staff  working  collaboratively  with  State  staff  to  implement  new  tools  and 
requirements  of  welfare  reform  and  the  national  CSE  "strategic  plan." 

EXTERNAL  INFLUENCES 

Child  support  enforcement  is  a  joint  Federal  and  State  effort.  Many  of  the  changes  brought  by  the 
PR  WORA  require  the  passage  of  new  strong  State  legislation  and  implementation  of  the  new  laws. 
In  particular,  expanded  services  to  intact  families  and  to  non-custodial  parents  through  TANF  will 
be  a  decision  made  by  each  State. 

State  systems  are  an  important  foundation  for  much  of  the  necessary  improvements  at  the  State 
level.  To  the  extent  that  States  are  slow  to  develop  State-wide  systems,  this  could  hinder  their 
ability  to  improve  enforcement. 

INTERNAL  AND  EXTERNAL  COORDINATION 

The  Department  has  instituted  several  mechanism  for  ensuring  internal  and  external  coordination. 
Child  Support  reforms  are  being  coordinated  at  several  levels.  The  Office  of  Child  Support 
Enforcement  was  a  GPRA  pilot  and  many  of  the  PR  WORA  reforms  have  been  integrated  into  the 
GPRA  project  activities.  The  GPRA  process  involves  extensive  consultation  and  collaboration 
with  the  CSE  State  partners.  Additionally  there  are  child  support  implementation  working  groups 
for  all  the  major  reform  activities  under  PR  WORA.  These  groups  are  comprised  of  Federal,  State 
and  local  agency  staff  and  also  involve  consultation  with  advocacy  groups  and  national 
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organizations.  HHS  has  coordinated  efforts  to  increase  parental  responsibility  through  the 
promotion  and  encouragement  of  father  involvement  through  a  Fathers'  Work  Group  that  has 
representatives  from  all  HHS  agencies.  This  group  meets  regularly  to  foster  coordination  and 
collaboration  across  the  Department  and  has  developed  working  relationships  with  many  of  the 
non-governmental  groups  working  to  promote  more  father  involvement  in  the  lives  of  children. 

The  performance  targets  stated  in  this  plan  are  consistent  with  the  following  Secretarial  and  NPR 
initiatives: 

Secretarial  Initiative:  Improve  self-sufficiency  for  low  income  families  through  employment  and 
child  support  collections. 

NPR  "High  Impact"  Goal:  Increase  parents'  financial  support  for  their  children  by  increasing  the 
amount  of  total  child  support  collections  to  $20.8  billion  by  2000,  an  increase  of  75%  over  1996 
and  160%  over  1992.  (See  Section  V) 

DATA  VERIFICATION  AND  VALIDATION 

States  currently  maintain  information  on  the  necessary  data  elements  for  the  first  five  program 
measures.  Some  States  maintain  this  data  manually,  while  others  use  an  automated  system.  All 
States  are  required  to  have  a  comprehensive,  State-wide,  automated  CSE  system  in  place. 
Implementation  of  these  systems,  in  conjunction  with  clean-up  of  case  data,  will  improve  the 
accuracy  and  consistency  of  reporting.  As  part  of  ACF's  certification  of  automated  systems,  their 
ability  to  produce  valid  data  will  be  reviewed.  Self-evaluation  by  States  and  ACF  audits  will 
provide  an  on-going  review  of  the  validity  of  data  input  and  the  ability  of  automated  systems  to 
produce  accurate  data.  There  is  a  substantial  time  lag  in  data  availability.  Final  data  for  FY  1997 
should  be  available  in  the  Spring  of  1998. 


I  4.  Increase  affordable  child  care 

\  Approach  for  the  Strategic  Objective:  Increase  access  to  affordable,  quality  child  care  for 
;  low  income,  working  families.  ] 

CHILD  CARE:  AFFORDABILITY 

The  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996  established  the 
Child  Care  and  Development  Fund  to  provide  assistance  to  working  low-income  families  to 
achieve  and  maintain  economic  self-sufficiency.  The  major  change  in  Federal  child  care  is  the 
requirement  for  States  to  serve  families  through  a  single,  integrated  child  care  system.  Three 
Title  IV-A  child  care  programs,  Aid  to  Families  with  Dependent  Children  (AFDC)  including  Job 
Opportunities  and  Basic  Skills  Training  (JOBS)  program,  Transitional  Child  Care  (TCC),  and 
At-Risk  Child  Care  (ARCC)  have  been  repealed  and  replaced  by  new  funding  under  section  418 
of  the  Social  Security  Act.  All  child  care  funding  is  now  administered  under  the  Child  Care  and 
Development  Block  Grant  (CCDBG)  Act  rules.  CCDBG  regulations  will  apply  to  the  Child  Care 
and  Development  Fund  program  where  they  correspond  with  the  statute. 
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Access  to  good,  affordable  child  care  is  critical  to  the  achievement  of  self-sufficiency  by  welfare 
clients.  Child  care  subsidies  also  help  the  working  poor  remain  self-sufficient.  ACF  will 
continue  to  promote  expansion  of  child  care  services  as  a  key  element  in  its  strategy  for  helping 
families  achieve  economic  independence.  Doing  so  will  involve  working  with  our  partners  to 
increase  the  supply  of  child  care,  to  develop  measures  of  child  care  quality,  and  to  provide 
information  to  help  parents  make  sound  choices  about  child  care.  ACF  also  will  support  the 
development  of  models  to  help  establish  the  conditions  for  child  care  subsidies,  and  to  test  the 
effects  of  variations  in  child  care  subsidies  on  labor  force  attachment. 

In  addition,  partnerships  between  Head  Start  programs  and  child  care  providers  are  integral  to 
serving  the  full-day  needs  of  low-income  working  parents.  As  Head  Start  expands,  ACF  will 
encourage  collaboration  between  Head  Start  programs  and  child  care  providers  to  this  end. 

PERFORMANCE  GOALS 

ACF  is  currently  in  the  process  of  developing  child  care  performance  goals  and  performance 
outcome,  output,  and  process  measures.  The  child  care  program  is  a  recent  consolidation  under 
PRWORA  of  several  earlier  grant  programs,  so  ACF  started  this  process  only  recently.  Thus,  the 
goals  and  measures  provided  in  this  document  are  preliminary,  and  consistent  baseline  data  from 
earlier  years  are  not  available.  ACF  is  planning  to  discuss  these  goals  and  measures  in  further 
conferences  and  Technical  Assistance  Group  meetings  with  partners  in  the  States,  Territories, 
and  Tribes  over  the  coming  months.  (Additional  child  care  program  goals  relating  to  quality  of 
care  may  be  found  under  ACF  Strategic  Objective  5,  below.) 

The  number  of  children  receiving  subsidized  child  care  (4a)  is  an  output  of  the  number  of  budget 
dollars  invested  (inputs).  It  is  important  because  the  availability  of  child  care  slots  directly 
supports  self-sufficiency  programs.  An  adequate  supply  of  child  care  is  an  important 
intermediate  stage  on  the  way  to  improving  family  economic  independence.  ACF  is  also 
working  to  develop  outcome  measures  of  affordability.  One  such  measure  is  the  co-payment 
measure  (4b),  which  reflects  State  efforts  in  support  of  families  gradually  becoming  more  self- 
reliant  by  assuring  that  child  care  costs  do  not  consume  an  unwarranted  share  of  family  income. 

At  this  time,  ACF  is  not  providing  target  percentage  increases  for  most  child  care  measures 
because  baseline  data  are  not  yet  available  for  recently  consolidated  grant  programs,  which  were 
previously  separate. 

PROGRAM  GOAL:  Increase  the  number  of  children  of  low  income  working  families  and 
families  in  training  and  education  who  have  access  to  affordable  child  care. 

4a.      Increase  the  number  of  children  receiving  subsidized  child  care. 

Data  sources:  Child  Care  Biannual  Aggregate  Report,  ACF-800;  Child  Care 
Quarterly  Unit  Report,  ACF-801;  Child  Care  Annual  Report,  ACF-700  (for  Tribes 
only) 
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4b.      Annually  increase  the  number  of  States  that  establish  family  co-payment  at 
10%  or  less  of  family  income. 

Data  sources:  Child  Care  Quarterly  Unit  Report,  ACF-801 ;  Child  Care  State 
Plans 

OPERATIONAL  PROCESSES,  SKILLS,  TECHNOLOGIES  AND  RESOURCES 

In  the  last  several  years,  ACF  has  been  spending  $2.3  million  per  year  in  technical  assistance  to 
grantees  to  help  them  increase  the  accessibility,  affordability,  and  quality  of  child  care.  Since  the 
passage  of  PRWORA,  ACF  will  spend  $7.2  million  per  year  in  technical  assistance  to  further 
grantees'  ability  to  achieve  these  goals.  Efforts  will  include  systems  development,  consumer 
education,  inclusion  initiatives  (e.g.,  for  disabled  children  and  Tribes),  and  establishment  of 
linkages  between  child  care  programs  and  programs  such  as  health  services,  Head  Start,  and 
programs  for  the  developmentally  disabled  community. 

INTERNAL  AND  EXTERNAL  COORDINATION 

In  support  of  improving  both  the  supply  and  quality  of  child  care,  ACF's  child  care  program 
office  has  worked  within  ACF  in  coordination  with  the  TANF  program,  Head  Start,  and  the 
Administration  on  Developmental  Disabilities.  Externally,  ACF  has  partnered  with  the 
Department  of  Labor's  Welfare-to-Work  grants  program,  the  States  (both  individually  and 
through  national  associations  such  as  the  American  Public  Welfare  Association  and  the  National 
Governors  Association),  various  national  child  care  associations,  and  with  the  research 
community  (e.g.,  the  Child  Care  Research  Consortium,  funded  by  HHS).  Special  efforts  will  be 
made  to  foster  partnerships  between  the  private  and  the  public  sector. 

DATA  VERIFICATION  AND  VALIDATION 

The  Federal  Child  Care  Information  System  will  collect  two  sets  of  child  care  data:  State-level 
data  and  case-level  data,  from  the  50  States,  the  District  of  Columbia,  Puerto  Rico  and  the 
Territories  of  American  Samoa,  the  Commonwealth  of  the  Northern  Mariana  Islands  (CNMI) 
Guam,  and  the  Virgin  Islands.  States  are  responsible  for  compiling  this  information  at  the  State 
level  (for  the  majority  of  States  this  is  done  through  an  automated  child  care  information  system) 
and  transmitting  it  electronically  to  the  Federal  Child  Care  Information  System. 

Upon  receiving  child  care  data  from  the  States,  the  Federal  Child  Care  Information  System  will 
notify  States  that  their  transmission  was  successful.  It  also  performs  a  series  of  edit  checks  to 
determine  whether  the  data  meet  data  quality  standards.  Data  that  fail  to  meet  these  data  quality 
standards  will  be  marked  as  either  suspect  or  unacceptable  and  listed  in  data  quality  reports, 
which  are  sent  to  States  and  personnel  within  ACF.  All  data  that  is  received  by  the  Federal  Child 
Care  Information  System  will  be  stored  in  a  national  data  set.  Data  marked  as  unacceptable  will 
be  cleaned  or  blanked.  (These  data  verification  and  validation  approaches  also  apply  to  the  Child 
Care  Quality  objective  which  follows.) 
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STRATEGIC  GOAL  2:      IMPROVE  HEALTHY  DEVELOPMENT,  SAFETY  AND 
WELL-BEING  OF  CHILDREN  AND  YOUTH 

Rationale 

The  future  of  the  Nation — its  democracy,  the  economy,  and  the  social  fabric — depends  upon  how 
America  protects  and  nurture  its  children.  Critical  indicators  of  child  well-being  include  health 
status,  educational  attainment,  economic  status,  family  structure,  quality  of  early  childhood 
development  experiences,  safety,  and  stability.  Head  Start,  child  care,  child  welfare,  and  youth 
programs  together  provide  a  broad  range  of  services  that  contribute  to  the  economic  and 
emotional  security,  health,  safety,  and  stability  of  home  environments  while  providing 
stimulating  learning  experiences  for  children  and  youth.  In  addition  to  our  work  to  ensure  safety 
and  security  for  children  served  by  the  child  welfare  system,  ACF  will  continue  to  provide 
leadership  and  support  for  public  and  private  nonprofit  programs  across  the  Nation  that  shelter 
runaway  and  homeless  youth,  reunite  them  with  their  families  when  possible,  and  assist  them  in 
making  satisfactory  transitions  to  independence  when  necessary.  ACF  is  committed  to  helping 
these  "older  children"  effectively  meet  the  challenges  of  adolescence  and  development  into 
adulthood. 

Economic  hard  times  increase  stresses  on  families  and  sometimes  may  be  associated  with 
increases  in  foster  care  placements  or  the  need  for  child  abuse  interventions.  Certain  measures 
may  be  affected  by  national  policy  and  practice  debates  such  as  whether  family  reunification  or 
termination  of  parental  rights  are  in  the  best  interest  of  an  at-risk  child.  The  ability  of  families  to 
provide  good  parenting  may  also  be  affected  by  the  availability  of  resources  outside  of  ACF's 
purview,  such  as  housing,  mental  health  or  substance  abuse  services.  ACF  and  its  partners 
depend  on  other  programs  to  provide  ancillary  services  for  low-income  families  and  youth  in 
crisis,  but  these  services  are  often  limited  or  unavailable. 

The  objectives  and  major  program  areas  under  this  goal  are: 

5.  Increase  the  quality  of  child  care  to  promote  childhood  development 

Child  Care 
Head  Start 

6.  Improve  the  health  status  of  children 

Head  Start 

7.  Increase  safety,  permanency,  and  well-being  of  children  and  youth 

Child  Welfare 
Youth  Programs 

•  Developmental  Disabilities 

•  Social  Services  Block  Grant 
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|  5.  Increase  the  quality  of  child  care  to  promote  childhood  development 

|  Approach  for  the  Strategic  Objective:  Provide  high  quality  early  childhood  programs,  such 
|  as  Head  Start  or  accredited  child  care  programs,  so  that  early  childhood  experiences  enhance 
i  children's  development  and  school  readiness.  j 

CHILD  CARE:  QUALITY 

In  our  efforts  to  break  the  cycle  of  poverty  and  dependency,  it  is  essential  to  focus  both  on 
parents  and  the  upcoming  generation.  Parents  are  more  likely  to  succeed  in  employment  and 
self-sufficiency  if"  they  have  confidence  in  their  child  care  arrangements.  Beyond  issues  of  health 
and  safety,  child  care  impacts  the  cognitive,  emotional,  and  social  development  of  children. 
Research  has  begun  to  document  the  most  important  early  influences  on  children's  development 
and  factors  which  contribute  to  the  quality  of  early  child  care. 

ACF  works  with  State  administrators,  professional  groups,  service  providers,  and  others  to 
identify  elements  of  quality  and  appropriate  measures;  to  inform  States,  professional 
organizations,  and  parents  about  what  constitutes  quality  in  child  care;  to  influence  the  training  of 
child  care  workers  and  accreditation;  to  improve  linkages  with  health  care  services  and  with 
Head  Start,  and  to  otherwise  take  steps  to  improve  the  quality  of  child  care  nationally. 

Infants  and  toddlers  have  been  specifically  designated  by  the  Assistant  Secretary  for  Children  and 
Families  as  a  priority  for  attention  by  all  ACF  programs.  Close  cooperation  with  Early  Head 
Start  is  underway  to  address  these  populations.  (See  also  background  information  under  Child 
Care  "Affordability"  goal,  above) 

PERFORMANCE  GOALS 

Under  the  Child  Care  and  Development  Block  Grant,  a  minimum  of  4  percent  of  funds  must  be 
used  to  improve  the  quality  of  child  care  and  offer  additional  services  to  parents,  such  as  resource 
and  referral  counseling  regarding  the  selection  of  appropriate  child  care  providers  to  meet  their 
child's  needs. 

To  improve  the  health  and  safety  of  available  child  care,  many  States  have  provided  training, 
grants  and  loans  to  providers,  improved  monitoring,  developed  child  care  worker  compensation 
enhancement  projects,  and  other  innovative  programs.  Tribes  may  use  a  portion  of  their  funds  to 
construct  child  care  facilities  provided  there  is  no  reduction  in  the  current  level  of  child  care 

services. 

The  above  investments  are  inputs  and,  in  some  cases,  intermediate  outputs.  "Proxy"  child  care 
measures  have  been  identified  given  the  current  state  of  available  data.  Recognized  accreditation 
organizations  provide  credible  ratings  of  individual  provider  quality. 

Because  baseline  data  are  not  yet  available  for  most  of  the  proposed  child  care  measures,  target 
percentage  increases  cannot  be  specified  at  this  time 
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PROGRAM  GOAL:  The  quality  of  child  care  services  will  improve  over  time. 

5a.      Increase  by  1  percent  the  number  of  child  care  facilities  that  are 

accredited  by  a  nationally  recognized  early  childhood  development  professional 
organization. 

Data  source:  National  Child  Care  Information  Center 

5b.      Increase  the  number  of  States  that  reimburse  at  or  above  the  75thpercentile  of 
market  rate  for  high  quality  care. 

5c.      Increase  the  number  of  States  that  provide  health  services  linkages  with  child 
care  (Le.,  immunization,  Medicaid  outreach,  and  screening). 

5d.      Increase  the  number  of  Head  Start  programs  that  partner  with  child  care 
services  to  improve  quality  of  care. 

Data  sources  (5b-5d):  Child  Care  State  Plans 

INTERNAL  AND  EXTERNAL  COORDINATION 

In  addition  to  the  partnerships  mentioned  previously,  ACF  is  working  with  HHS  health  agencies, 
including  Maternal  and  Child  Health,  Community  Health  Centers,  mental  health  programs,  and 
the  Health  Care  Financing  Administration  (and  their  constituencies)  to  achieve  health  targets. 

NOTE:  See  Child  Care  "Affordability"  goal  above  for  "data  verification/validation"  and 
"operational  processes,  skills,  technologies  and  resources." 

HEAD  START 

Head  Start  is  a  national  program  which  provides  comprehensive  developmental  services  for 
America's  low-income,  pre-school  children  ages  three  to  five  and  social  services  for  their 
families.  Approximately  1 ,400  community-based  non-profit  organizations  and  school  systems 
develop  unique  and  innovative  programs  to  meet  specific  needs.  Head  Start  provides  diverse 
services  to  meet  the  goals  of  three  major  content  areas:  early  childhood  development  and  health 
services;  family  and  community  partnerships;  and  program  design  and  management. 

Grants  are  awarded  to  local  public  or  private  non-profit  agencies.  Twenty  percent  of  the  total  cost 
of  a  Head  Start  program  must  be  contributed  by  the  community.  Head  Start  programs  operate  in 
all  50  States,  the  District  of  Columbia,  Puerto  Rico,  and  the  U.S.  territories. 

The  1994  Head  Start  reauthorization  established  a  new  program,  Early  Head  Start,  for  low- 
income  pregnant  women  and  families  with  infants  and  toddlers.  The  program  was  designed  with 
the  advice  of  the  Advisory  Committee  on  Services  to  Families  with  Infants  and  Toddlers,  which 
was  established  by  the  Secretary  of  HHS.  The  program  focuses  on  four  cornerstones  essential  to 
quality  programs:  child  development,  family  development,  community  building,  and  staff 
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development.  The  program  is  accompanied  by  a  major  research  effort  to  identify,  develop,  and 
apply  measures  of  quality  and  outcomes  for  children  and  families. 

OMB  recently  approved  the  Head  Start  outcome  measurement  instruments,  which  are  presently 
in  a  pilot  test.  Full  implementation  is  scheduled  for  fall,  1997,  with  a  follow-up  with  the  same 
cohort  in  spring,  1998.  The  OMB-approved  design  study  will  examine  the  same  children  both 
before  and  after  their  Head  Start  experience  and  then  as  they  enter  kindergarten.  The  first  data 
set  will  be  available  in  the  late  fall  of  1998,  and  data  analysis  and  measure/baseline  establishment 
will  follow. 

PROGRAM  GOAL:  Enhance  children's  growth  and  development. 

Head  Start's  educational  program  is  designed  to  meet  the  needs  of  each  child,  the  community 
served,  and  its  ethnic  and  cultural  characteristics.  Every  child  receives  a  variety  of  learning 
experiences  to  foster  intellectual,  social,  and  emotional  growth. 

5e.      Children  demonstrate  improved  emergent  literacy,  numeracy  and  language 
skills.  Measure  and  baseline  to  be  established  by  1999. 

5f.      Children  demonstrate  improved  general  cognitive  skills.  Measure  and  baseline 
to  be  established  by  1999. 

Sg.      Children  demonstrate  improved  gross  and  fine  motor  skills.  Measure  and 
baseline  to  be  established  by  1999. 

5h.      Children  demonstrate  improved  positive  attitudes  toward  learning.  Measure 
and  baseline  to  be  established  by  1999. 

5L       Children  demonstrate  improved  social  behavior  and  emotional  well-being. 
Measure  and  baseline  to  be  established  by  1999. 

Sj.       Children  demonstrate  improved  physical  health.  Measure  and  baseline  to  be 
established  by  1999. 

Data  sources:  Family  and  Child  Experiences  Survey  (FACES)  including  child 
assessments,  parent  interviews  and  teacher  ratings. 

PROGRAM  GOAL:  Strengthen  families 

An  essential  part  of  Head  Start  is  the  involvement  of  parents  in  parent  education,  program 
planning,  and  operating  activities.  Many  parents  serve  as  members  of  policy  councils  and 
committees  and  have  a  voice  in  administrative  and  managerial  decisions.  Participation  in  classes 
and  workshops  on  child  development  and  staff  visits  to  the  home  allow  parents  to  learn  about  the 
needs  of  their  children  and  about  educational  activities  that  can  take  place  at  home.  Presently, 
46,600  parents  of  Head  Start  children  are  employed  as  paid  program  staff.  Head  Start  aims  to 
foster  family  and  community  partnerships  so  community  resources  can  be  brought  to  bear  in 
helping  families  meet  their  needs.  Services  are  geared  to  each  family  after  its  specific  needs  are 
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determined,  in  areas  such  as  education,  training  and  employment  services,  counseling,  and 
crisis/emergency  intervention  and  services. 

(a)  Head  Start  parents  demonstrate  improved  parenting  skills. 

5k.      Increase  the  percentage  of  children  read  to  every  day  from  51%  to  57%. 

5L       Increase  the  number  of  children  who  are  taken  to  the  library  at  least  once  a 
month  from  36%  to  42%. 

(b)  Parents  improve  their  self-concept  and  emotional  well-being. 

5m.     Measure  and  baseline  to  be  established  by  1999. 

(c)  Parents  make  progress  toward  their  educational,  literacy  and  employment  goals. 

5/i.      Maintain  at  30%  the  number  of  Head  Start  parents  who  are  employed  as  Head 
Start  staff. 

Data  sources:  Parent  interviews  and  Head  Start  Program  Information  Report. 
PROGRAM  GOAL:  Children  receive  educational  services. 

(a)  Programs  provide  deveiopmentally  appropriate  educational  environments. 

So.      Increase  from  84%  to  90%  the  number  of  classroom  teachers  with  a  degree  in 
early  childhood  education  (ECE),  a  child  development  associate  credential,  a 
State-awarded  preschool  certificate  or  a  degree  in  a  field  related  to  ECE  plus  a 
State-awarded  certificate. 

(b)  Staff  interact  with  children  in  a  skilled  and  sensitive  manner. 

5p.       Measure  and  baseline  to  be  established  by  1999. 

(c)  Programs  support  and  respect  children's  culture. 

Head  Start  programs  endeavor  to  meet  the  needs  of  diverse  communities  and  cultures  in 
America.  64  percent  of  all  Head  Start  programs  enrolled  children  from  more  than  one  dominant 
language,  and  20  percent  enrolled  children  from  four  or  more  dominant  language  groups. 
Besides  staffing  Head  Start  centers  with  staff  speaking  the  same  language  as  the  enrolled 
children,  Head  Start  provides  special  programs  for  special  populations. 

American  Indian  Head  Start  supports  a  rich,  diverse  and  unique  Indian  language,  heritage  and 
legacy.  Programs  are  encouraged  to  integrate  language  and  culture  into  their  curriculum  and 
program  goals.  There  are  more  than  84  different  Indian  languages  spoken  in  Head  Start.  Services 
provided  by  the  Migrant  Head  Start  program  are  identical  to  those  of  regular  Head  Start,  but 
Migrant  grantees  modify  delivery  to  meet  the  specific  needs  of  migrant  farmworker  families.  The 
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Migrant  Head  Start  program  has  a  unique  emphasis  on  serving  infants  and  toddlers  as  well  as 
pre-school  age  children,  so  that  they  will  not  have  to  be  cared  for  in  the  fields  or  left  in  the  care 
of  very  young  siblings  while  parents  are  working. 

Sq.      Measure  and  baseline  to  be  established  by  1999. 

(d)  Programs  provide  individualized  services  for  children  with  disabilities. 

During  the  1996-1997  program  year,  Head  Start  served  almost  107,845  children  with  disabilities, 
which  was  1 3  percent  of  the  total  enrollment.  Disabilities  included  visual,  hearing,  speech,  and 
health  impairments,  mental  retardation,  serious  emotional  disturbances,  specific  learning 
disabilities,  and  developmental  delays.  During  the  1996-1997  program  year,  75  percent  of  Head 
Start  children  with  disabilities  received  services  not  only  from  Head  Start  but  also  from  other 
service  providers.  Twenty  percent  received  services  just  from  Head  Start  or  just  from  another 
agency. 

Sr.      Measure  and  baseline  to  be  established  by  1999 

Data  sources:  Parent  interviews,  classroom  observations,  Head  Start  Monitoring 
Tracking  System,  and  Head  Start  Program  Information  Report 

OPERATIONAL  PROCESSES,  SKILLS,  TECHNOLOGIES  AND  RESOURCES 

Most  of  the  Head  Start  program's  appropriation  funds  local  Head  Start  projects.  The  remainder  is 
used  for:  training  and  technical  assistance  to  assist  local  projects  in  meeting  the  Head  Start 
program  performance  standards  and  in  maintaining  and  improving  the  quality  of  local  programs; 
research,  demonstration,  and  evaluation  activities  to  test  innovative  program  models  and  to 
assess  program  effectiveness;  and  required  monitoring  activities. 

Head  Start  program  monitoring:  Head  Start's  legislation  requires  that  a  team  lead  by  a  Federal 
representative  examine  Head  Start  program  compliance  at  least  every  three  years  for  each 
program.  ACF  regional  office  and  central  office  staff  conduct  approximately  450  on  site  reviews 
each  year.  Costs  for  staffing  review  teams  and  locating  them  at  Head  Start  sites  cost 
approximately  $10  million  annually. 

Head  Start  monitoring  tracking  system:  Head  Start  has  an  automated  monitoring  tracking  system 
which  can  be  used  on  site  to  tabulate  programs'  compliance  with  Performance  Standards.  This 
stores  information  about  each  program's  compliance  status  at  the  time  of  each  visit.  Results  over 
time  can  be  compared  and  used  to  terminate  funding  of  grantees  who  are  seriously  deficient. 

Other  information  and  management  systems:  All  programs  receiving  Head  Start  funds  are 
required  to  submit  an  annual  Program  Information  Report  which  tracks  program  participation 
statistics  such  as  the  age  of  children,  the  kind  of  education  program  they  receive,  and  medical, 
dental  and  mental  health  services  the  children  receive.  Annual  one-time  questions  capture 
information  about  children's  families  and  the  kind  of  support  services  they  require  such  as  job 
training,  education,  housing,  counseling  and  other  community  based  services.  Head  Start's  Cost 
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Analysis  System  which  tracks  hourly,  daily  and  annual  costs  across  service  components  will  be 
merged  with  the  new  automated  Head  Start  grant  application  during  FY  1998. 

Head  Start  training  and  technical  assistance  network  and  quality  improvement  centers:  Head 
Start  devotes  approximately  $35  million  annually  to  support  regional  and  sub  regional  Head  Start 
quality  improvement  centers.  There  is  a  national  Early  Head  Start  Resource  Center  for 
leadership  and  support  in  training  and  technical  assistance  for  programs  enrolling  infant,  toddlers 
and  pregnant  women.  All  training  and  technical  assistance  services  foster  collaboration  between 
community  agencies,  governments,  academic  institutions  and  Head  Start  programs. 

Early  Head  Start,  unserved  counties  and  under-served  areas:  Considerable  effort  is  expended  in 
the  expansion  of  the  Early  Head  Start  and  Head  Start  program.  During  FY  1997  and  through  FY 
1998,  several  thousand  applications  from  prospective  grantees  will  be  received,  reviewed  and 
scored. 

INTERNAL  AND  EXTERNAL  COORDINATION 

Extensive  input  regarding  future  directions  for  the  Head  Start  program  was  conducted  in  1993  by 
the  Advisory  Committee  on  Head  Start  Quality  and  Expansion.  In  addition,  input  specifically 
regarding  the  development  of  Early  Head  Start  was  sought  through  the  Advisory  Committee  on 
Services  for  Families  with  Infants  and  Toddlers.  Public  comment  on  revised  performance  standards 
for  the  Head  Start  programs  was  solicited  through  focus  groups  and  then  through  the  rulemaking 
process.  In  the  operation  of  local  programs,  revised  Head  Start  regulations  require  grantees  to 
coordinate  activities  regarding  the  transition  of  Head  Start  children  to  school  and  to  encourage 
cooperation  between  Head  Start  staff  and  their  counterparts  in  other  preschool  and  child  care 
programs,  particularly  those  operated  through  Title  I  funding  and  Even  Start. 

Head  Start  and  Department  of  Education  staff  have  developed  strategies  to  support  the  attainment 
of  the  first  of  the  Goals  2000  objectives,  that  "all  children  in  America  will  start  school  ready  to 
learn,"  and  have  collaborated  regarding  issues  arising  from  the  transition  of  children  from  Head 
Start  to  school  programs. 

Early  Head  Start  is  pivotal  to  the  ACF  Assistant  Secretary's  "Infants  and  Toddlers"  priority, 
which  requires  ACF  programs  to  coordinate  their  efforts  on  behalf  of  this  priority.  A  close 
working  relationship  has  been  established  with  the  child  care  programs  of  ACF,  with  the 
National  Institute  of  Child  Health  and  Human  Development,  with  early  childhood  researchers  of 
the  Department  of  Education,  and  others. 

DATA  VERIFICATION  AND  VALIDATION 

The  FACES  data  collection  effort  requires  a  collection  site  manager  and  trained  field 
interviewers  and  child  assessment  specialists,  and  therefore  includes  resources  for  training  of 
data  collection  specialists.  For  performance  measures  which  are  supported,  in  part,  by  the  Head 
Start  Program  Information  Report,  automated  edit  checks  of  most  fields  are  used  to  ensure 
accuracy.  These  data  are  collected  at  all  sites  and  there  is  an  annual  100  percent  response  rate. 
Data  collection  for  the  Child  and  Family  Experiences  Survey  (FACES)  includes  carefully  defined 
collection  procedures  and  methods  for  maximizing  response  rates.  The  methodology  includes 
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employing  probability  proportional  size  procedures  for  selection  of  data  collection  sites  and  the 
use  of  a  central  study  processing  point  for  data  cleansing,  entry  and  verification.  These 
procedures  are  specifically  noted  in  Head  Start's  OMB-approved  study  design. 


|  6.  Improve  the  health  status  of  children 

j  Approach  for  the  Strategic  Objective:  For  children  enrolled  in  Head  Start,  provide  access  to 
!  regular  medical  and  dental  examinations,  immunizations  and  required  medical  and  dental 
I  treatments. 


HEAD  START:  HEALTH  STATUS 

Head  Start  emphasizes  the  importance  of  the  early  identification  of  health  problems.  Every  child 
is  involved  in  a  comprehensive  health  program,  which  includes  immunizations,  medical,  dental, 
and  mental  health,  and  nutritional  services. 

PROGRAM  GOAL:  Children  in  Head  Start  (HS)  receive  health  and  nutritional  services. 

(a)  Children  in  Head  Start  receive  needed  medical,  dental  and  mental  health  services. 

6a.      Maintain  at  96%  the  percentage  of  Head  Start  children  who  receive  necessary 
medical  treatment  after  being  identified  as  needing  medical  treatment. 

6b.      Maintain  at  96%  the  percentage  of  Head  Start  children  who  receive  necessary 
dental  treatment  after  being  identified  as  needing  dental  treatment 

6c.      Increase  from  75%  to  81  %  the  percentage  of  Head  Start  children  who  receive 
necessary  treatment  for  emotional  or  behavioral  problems  after  being  identified 
as  needing  such  treatment. 

Data  sources:  Parent  interviews,  classroom  observations,  Head  Start  Monitoring 
Tracking  System,  and  Head  Start  Program  Information  Report 


\  7.  Increase  safety,  permanency,  and  well-being  of  children  and  youth 

I  Approach  for  the  Strategic  Objective:  Help  children  and  youth  while  they  are  living  with 

i  their  own  families,  when  appropriate.  When  necessary  place  children  and  youth  in  stable, 

i  family-like  settings  consistent  with  the  needs  of  each  child  or  youth.  Support  children  and 

!  youth  with  developmental  disabilities  in  individual  and  small  group  dwellings  that  will  include  j 

j  them  in  community  life.  j 

CHILD  WELFARE 

ACF  funds  a  number  of  programs  that  focus  on  preventing  maltreatment  of  children  in  troubled 
families,  protecting  children  from  abuse,  and  finding  permanent  placements  forihose  who  cannot 
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safely  return  to  their  homes.  Programs  such  as  Foster  Care,  Adoption  Assistance,  and 
Independent  Living  provide  stable  environments  for  those  children  who  cannot  remain  safely  in 
their  homes,  assuring  the  child's  safety  and  well-being  while  their  parents  attempt  to  resolve  the 
problems  that  led  to  the  out-of-home  placement.  When  the  family  cannot  be  reunified,  foster 
care  provides  a  stable  environment  until  the  child  can  be  placed  permanently  with  an  adoptive 
family.  Adoption  Assistance  funds  are  available  for  a  one-time  payment  for  the  costs  of  adopting 
a  child  as  well  as  for  monthly  subsidies  to  adoptive  families  for  care  of  the  child. 

Independent  Living  assists  current  or  former  foster  care  youths  age  16  and  older  in  the  transition 
to  independent  living,  education  and  employment  assistance,  training  in  daily  living  skills,  and 
individual  and  group  counseling. 

Family  Preservation  and  Support  Services  focus  on  strengthening  families,  preventing  abuse,  and 
protecting  children.  These  grants  help  States  and  Tribes  operate  preventive  family  preser-vation 
services  and  community-based  family  support  services  for  families  at  risk  or  in  crisis. 

The  Child  Abuse  and  Neglect  program  assists  States  to  meet  their  responsibilities  for  the 
prevention  and  intervention  in  cases  of  child  abuse  and  neglect,  generate  knowledge  and 
research,  improve  services,  collect  data,  facilitate  information  dissemination  and  exchange,  and 
support  policy  development  and  the  education  of  professionals  in  the  field.  The  Child  Welfare 
Services  program  provides  grants  to  States  and  Indian  Tribes.  Services  are  available  to  children 
and  their  families  without  regard  to  income. 

In  addition,  other  ACF  programs  that  address  child  welfare  are:  the  Adoption  Opportunities 
program,  the  Abandoned  Infants  Assistance  program,  special  initiatives  such  as  "Adoption 
2002,"  enforcement  of  the  Multiethnic  Placement  Act  of  1994  and  the  Interethnic  Adoption 
provisions  of  1996,  and  State  Child  Welfare  Reform  Demonstrations  (10  States  annually)  to  test 
innovative  new  ways  to  strengthen  the  child  welfare  system. 

In  1997,  Congress  passed  the  Adoption  and  Safe  Families  Act.  Among  other  provisions 
designed  to  improve  the  child  welfare  system  and  protect  children,  it  directs  the  Secretary  of 
HHS  to  consult  with  governors,  State  legislatures,  and  State  and  local  public  officials  responsible 
for  administering  child  welfare  programs  and  develop  a  set  of  outcome  measures  that  can  be  used 
to  assess  the  performance  of  States  in  operating  child  protection  and  child  welfare  programs. 
The  Secretary  must  also,  in  consultation  with  State  and  local  public  officials  and  child  welfare 
advocates,  study,  develop,  and  recommend  to  Congress  an  incentive  system  to  provide  payments 
to  any  State  based  on  the  State's  performance  under  such  a  system. 

Finally,  in  collaboration  with  States,  Tribes,  advocacy  groups,  foundations  and  others,  ACF  has 
developed  new  program  monitoring  procedures  that  focus  on  the  quality  of  child  welfare  services 
and  the  outcomes  to  children  and  families.  (Following  the  reviews,  States  will  receive  immediate 
feedback  on  the  extent  to  which  their  programs  are  achieving  the  stated  objectives  in  accordance 
with  a  set  of  standards  for  each  outcome  area.)  Outcomes  will  be  measured  by  the  partners  who 
participated  in  this  developmental  process.  Outcomes  will  be  measured  by  the  goals  and 
subgoals  below,  and  any  additional  measures  a  State  may  choose.  There  may  be  changes  in  the 
following  goals  and  measures  based  on  the  results  of  future  partner  consultations. 


35 


1386 


PROGRAM  GOAL — SAFETY:  The  quality  of  child  care  services  will  improve  over  time. 
Children  are  protected  from  abuse  and  neglect  in  their  homes.  The  risk  of  harm  to  children  will 
be  minimized. 

7a.      Increase  the  percentage  of  harmed  children  who  are  investigated  by  child 
protective  services  (CPS)  agencies  from  28%  in  FY  1993  to  35%  in  FY  1999. 

Data  source:  Develop  and  implement  a  method  to  update  data  from  the  National 
Incidence  Study  (NIS-3) 

7b.  Decrease  the  percentage  of  children  with  substantiated  reports  of  maltreatment 
who  have  a  repeat  substantiated  report  of  maltreatment  within  12  months  from 
20%  in  Calendar  Year  1995  to  18%  in  FY  1 999. 

Data  source:  National  Child  Abuse  and  Neglect  Data  System  (NCANDS) 

7c.      Decrease  the  percentage  of  children  who  re-enter  foster  care  because  of 

maltreatment  from  59%  of  those  who  re-entered  in  FY  1995  to  55%  of  those 
who  re-enter  in  FY  1999. 

Data  source:  Adoption  and  Foster  Care  Analysis  and  Reporting  System 
(AFCARS) 

PROGRAM  GOAL — PERMANENCY:  (a)  Provide  children  permanency  and  stability  in  their 
living  situations;  (b)  Minimize  the  disruption  to  the  continuity  of  family  and  other  relationships. 

7d.      Increase  the  percentage  of  children  who  exit  the  foster  care  system  either 

through  reunification  within  one  year  of  placement  from  69%  in  FY  1995  to 
73%  in  FY  1999,  or  through  adoption  or  guardianship  within  two  years  of 
placement  from  2. 7%  in  FY  1995  to  10%  in  FY  1999 for  adoption  and  from 
2.1%  in  FY  1995  to  5%  in  FY  1999 for  guardianship.  *  (NOTE:  Because  of  the 
urgency  of  the  situation,  ACF  has  established  a  very  ambitious  goal) 

Data  source:  AFCARS 

7e.      Make  progress  towards  doubling  the  number  of  adoptions  and  guardianships 
for  children  in  the  public  foster  care  system  between  FY  1997  and  FY  2002  by 
increasing  adoptions  from  20,000  in  FY  1997  to  24,000  in  FY  1999  and 
guardianships  from  7,000  in  FY  1997  to  8,500  in  FY  1999.  * 

Data  source:  AFCARS 

7f.  Increase  the  number  of  minority  children  adopted  from  the  public  child  welfare 
system  from  8,400  in  FY  1995  to  12,000  in  FY  1999.* 

Data  source:  AFCARS 
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7g.      Increase  the  number  of  children  with  disabilities  who  are  adopted  from  the 
public  child  welfare  system  from  4,600  in  FY  1995  to  7,100  in  FY  1999.  * 

Data  source:  AFCARS 

7h.      Reduce  the  median  length  of  time  between  placement  and  adoption  for  all 
children  from  42  months  in  FY  1995  to  38  months  in  FY  1999  while 
simultaneously  decreasing  the  difference  in  the  median  length  of  time  between 
placement  and  adoption  between: 

•  white  children  and  African-American  children  from  11  months  in  FY 
1995  to  9  months  in  FY  1999;  and 

•  white  children  and  Hispanic  children  from  5  months  in  FY  1995  to  4 
months  in  FY  1999.* 

Data  source:  AFCARS 

71       Increase  the  percentage  of  adoptions  and  guardianships  by  relatives  for 

children  in  the  child  welfare  system  from  11%  in  FY  1995  to  15%  in  FY  1999 
for  adoptions  and  from  64%  in  FY  1995  to  70%  in  FY  1999 for  guardianships. 

Data  source:  AFCARS 

NOTE:  For  the  increase  in  the  percentage  of  adoptions  which  are  by  relatives,  the  denominator 
is  the  number  of  "finalized  adoptions."  For  the  increase  in  the  percentage  of  guardianships  by 
relatives,  the  denominator  is  the  number  of  "guardianships"  which  are  the  reason  for  discharge 
from  foster  care. 

*  NOTE  ON  PRESIDENT'S  ADOPTION  INITIATIVE:  The  asterisked  measures  relate  to  the 
Adoption  2002  Presidential  Initiative,  which  seeks  to  double  the  number  of  adoptions  and 
guardianships  in  FY  2002  from  their  FY  1997  levels.  The  FY  1999  targets  included  here  are 
interim  targets.  This  initiative  is  also  related  to  the  National  Performance  Review  Year  2000 
high  impact  goal  (see  Section  V). 

PROGRAM  GOAL— FAMILY  AND  CHILD  WELL-BEING:  (a)  Enhance  families'  capacities 
to  provide  for  their  children's  needs;  (b)  Minimize  the  disruption  to  the  continuity  of  family  and 
other  relationships. 

7j.       Establish  baseline  figures  to  assess  the  size  of  the  pool  of potential  foster  and 
adoptive  parents  who  reflect  the  racial/ethnic  make  up  of  the  children  in  foster 
care  and  the  children  waiting  to  be  adopted  and/or  who  are  willing  to  adopt  or 
be  a  foster  parent  for  a  child  from  a  different  racial/ethnic  group. 

Data  source:  New  report  required  as  part  of  the  State  IV-B  plan 
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7k.      Decrease  the  mean  number  of placement  settings  per  foster  care  placement 
episode  from  2.4  in  FY  1995  to  2.0  in  FY  1999. 

Data  source:  AFCARS 

OPERATIONAL  PROCESSES,  SKILLS,  TECHNOLOGIES  AND  RESOURCES 

In  order  to  achieve  the  results  embodied  in  the  performance  measures,  ACF  requires  qualified 
staff  who  are  knowledgeable  about  the  child  protection  and  child  welfare  system  in  the  States; 
data  systems,  computers,  communications  technology;  statistical  staff  to  monitor  progress 
towards  the  goals;  ACF  regional  and  central  office  staff  who  have  experience  working  with 
States  as  partners.  In  addition,  ACF  will  need  adequate  travel  funds  to  work  with  the  States  and 
to  conduct  various  data  verification,  Title  IV-E,  and  child  and  family  services  reviews. 

EXTERNAL  INFLUENCES 

Ultimately,  decisions  about  the  placement  of  children  are  made  by  judges  in  juvenile  and  family 
court  systems  throughout  the  nation.  Improved  judicial  handling  of  child  welfare  cases  will  be 
essential  for  the  achievement  of  permanency  goals  for  children.  Children  in  the  child  welfare 
system  have  many  medical  and  mental  health  problems,  while  many  of  their  parents  are 
incapacitated  by  chronic  substance  abuse,  mental  health  problems,  homelessness,  limited  education, 
and  similar  problems.  The  availability  of  services  from  other  sectors  to  meet  these  needs  is  uneven. 
The  expansion  or  contraction  of  services  in  various  parts  of  the  country  will  have  an  impact  on  our 
performance.  Major  changes  to  assistance  programs  for  low  income  families  as  part  of  welfare 
reform  will  also  have  an  unknown  impact  on  the  child  welfare  system  over  the  next  several  years. 

INTERNAL  AND  EXTERNAL  COORDINATION 

During  the  development  of  the  Adoption  2002  Initiative,  the  Children's  Bureau  conducted  a  broad- 
based  consultation  process  with  a  wide  range  of  policy  experts,  advocates,  foster  and  adoptive 
parents,  and  other  interested  individuals  to  ground  the  Department's  examination  of  strategies  and 
issues  in  the  daily  experiences  of  participants  in  the  child  welfare  system.  There  was  also  extensive 
public  involvement  in  the  development  and  implementation  of  the  Family  Preservation  and  Support 
Program  (now  reauthorized  as  the  "Promoting  Safe  and  Stable  Families"  program),  both  at  the 
Federal  level  and  in  the  States. 

DATA  VALIDATION  AND  VERIFICATION: 

Both  AFCARS  and  NCANDS  conduct  extensive  edit  checks  for  internal  reliability.  For 
AFCARS,  if  a  State's  data  fails  certain  edit  checks,  it  incurs  a  financial  penalty.  An  additional 
700  edit  checks  are  conducted  to  improve  data  quality.  All  edit  check  programs  are  shared  with 
the  States.  NCANDS  and  AFCARS  are  also  part  of  the  State-wide  Automated  Child  Welfare 
Information  System  (SACWIS)  compliance  reviews  which  are  currently  being  piloted.  In 
addition,  there  is  a  separate  AFCARS  compliance  review  being  piloted  which  focuses  on  data 
mapping.  Verification  procedures  will  be  developed  in  the  course  of  creating  new  data  collection 
procedures. 
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DEVELOPMENTAL  DISABILITIES  (EDUCATION) 

PERFORMANCE  MEASURES  FOR  EDUCATION 

The  DD  education  goal  is:  Increase  the  number  of  students  with  developmental  disabilities  who 
reach  their  educational  goals."  This  goal  includes  the  following  outcomes:  "Students  with 
developmental  disabilities  have  educational  experiences  based  on  their  individual  needs  and 
goals  and  have  access  to  an  array  of  educational  opportunities  in  their  neighborhood  schools. 
Parents  know  their  rights  regarding  their  children's  education.  Educators  are  prepared  to  educate 
all  students  and  public  policy  supports  appropriate  education." 

Targets  and  baselines  are  being  developed  through  the  consensus  process  already  underway.  A 
candidate  under  discussion,  and  the  partnership  community  for  whom  it  is  relevant  is: 

•         Increase  the  number  of  people  with  developmental  disabilities  served  in  more 
integrated/inclusive  educational  settings. 

(See  information  on  DD  partnership  process,  performance  goals,  data,  and  resources  under 
Strategic  Objective  1,  above.) 

DEVELOPMENTAL  DISABILITIES  (HEALTH) 

PERFORMANCE  MEASURES  FOR  HEALTH 

The  DD  health  goal  is:  "Improve  the  health  of  people  with  developmental  disabilities  and 
increase  their  access  to  the  full  range  of  needed  health  care  services."  This  goal  includes  the 
following  outcomes:  "Individuals  with  developmental  disabilities  and  their  families  have  access 
to  the  health  care  information  they  need  to  make  choices.  Health  care  for  people  with 
developmental  disabilities  is  available,  affordable,  accessible,  and  equitable.  Health  care 
personnel  are  appropriately  qualified  to  meet  the  health  care  needs  of  people  with  developmental 
disabilities." 

Targets  and  baselines  are  being  developed  through  the  consensus  process  already  underway.  A 
candidate  under  discussion,  and  the  partnership  community  for  whom  it  is  relevant  is: 

Increase  the  number  of  health  care  providers  trained  to  meet  the  health 
needs  of  people  with  developmental  disabilities.  (UAP) 

(See  information  on  DD  partnership  process,  performance  goals,  data,  and  resources  under 
Strategic  Objective  1,  above.) 

YOUTH 

The  Runaway  and  Homeless  Youth  Program  began  in  1 974  in  response  to  concern  about 
increasing  numbers  of  runaway  youth  who  were  exposed  to  exploitation  and  the  clangers  of  street 
life.  It  has  subsequently  been  expanded  to  assist  homeless  youth  on  both  a  short-term  basis  and  in 
making  the  transition  to  independent  living. 
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In  the  course  of  a  year,  an  estimated  500,000  to  1 .5  million  young  people  run  away  from  or  are 
forced  out  of  their  homes,  and  an  estimated  200,000  are  homeless  and  living  on  the  streets.  The 
ages  of  these  runaways  range  from  younger  than  1 1  to  over  18,  with  more  than  half  being  age  15 
or  16.  Approximately  66  percent  of  the  youth  who  are  runaways  seek  assistance  from  youth 
shelters  because  of  problems  with  parental  relationships. 

The  Runaway  and  Homeless  Youth  Program  encompasses  two  service  programs  for  alleviating 
the  problems  of  runaway  and  homeless  youth:  the  Basic  Center  Program  and  the  Transitional 
Living  Program  for  Homeless  Youth,  both  authorized  under  the  Runaway  and  Homeless  Youth 
Act. 

Over  the  past  several  years,  ACF  has  sponsored  several  efforts  to  broaden  and  re-focus  the 
agency's  mission  to  stress  a  ''youth  development"  approach  to  serving  young  people  that 
encourages  communities  to  provide  the  setting  and  services  needed  for  their  positive  growth  and 
development.  A  major  support  for  these  efforts  is  the  development  of  a  theoretical  framework  to 
be  used  as  a  basis  for  policy  development  and  programmatic  initiatives. 

The  framework  can  be  used  by  program  developers,  program  managers  and  youth  service 
professionals  in  developing  and  implementing  service  models  and  approaches  that  will  redirect 
youth  in  high  risk  situations  toward  positive  pathways  of  development.  Based  on  this 
framework,  ACF  has  identified  four  key  principles  that  are  important  in  the  development  of 
young  people  as  they  work  toward  a  successful  and  productive  adulthood.  They  are:  (1)  a  sense 
of  industry  and  competency;  (2)  a  feeling  of  connectedness  to  others  and  to  society;  (3)  a  belief  in 
their  control  over  their  fate  in  life;  and  (4)  a  stable  identity. 

The  Family  and  Youth  Services  Bureau  (FYSB)  of  ACF  supports  the  youth  development 
approach  for  several  reasons.  FYSB  believes  it  is  crucial  that  positive  developmental 
opportunities  be  available  to  all  young  people  during  adolescence,  a  time  of  rapid  growth  and 
change.  Adolescents  need  opportunities  to  fulfill  their  developmental  needs — intellectually, 
psychologically,  socially,  morally  and  ethically.  Youth  benefit  from  experiential  learning  and 
they  need  to  belong  to  a  group  while  maintaining  their  individuality.  At  the  same  time,  they  want 
and  need  adult  support  and  interest.  They  also  need  opportunities  to  express  opinions,  challenge 
adult  assumptions,  develop  the  ability  to  make  appropriate  choices,  and  learn  to  use  new  skills. 

ACF  has  established  performance  goals  and  measures  attendant  to  each  goal.  These  performance 
goals  are  derived  from  both  the  legislative  mandate  and  the  youth  development  framework.  The 
specific  rationale  for  the  measures  in  this  plan  are  based  on:  evaluation  and  research  findings 
related  to  adolescents;  knowledge  about  what  is  important  in  the  lives  of  youth,  and  knowledge 
regarding  substantive  areas  in  need  of  further  development. 

ACF  is  beginning  the  task  of  developing  performance  indicators  and  outcome  measures  for 
serv  ices  to  adolescents.  This  effort  will  be  accomplished  in  collaboration  with  partners  and  will 
result,  in  all  probability,  in  changes  to  the  outcome  measures  identified  below  by  FY  2000.  The 
identification  of  performance  indicators  and  performance  measures  based  on  a  youth 
development  model  will  be  accomplished  in  a  manner  that  solicits  input  and  ideas  from  a  wide 
variety  of  organizations  and  individuals  involved  in  issues  related  to  youth. 
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ACF  expects  to  arrive  at  a  consensus  model  for  the  indicators  and  measures  that  will  eventually 
be  used  to  assess  the  increased  effectiveness  of  the  work  of  FYSB  grantees,  and  the  improvement 
in  the  safety  and  well-being  of  the  youth  these  grantees  serve.  Until  the  consensus  indicators  and 
measures  are  available,  the  interim  performance  goals  below  will  be  used. 

PROGRAM  GOAL:  Improve  services  to  youth:  (a)  Strengthen  local  communities  to  provide 
appropriate  developmental  opportunities  for  their  adolescents;  (b)  Develop  strategies  and 
programs  that  will  promote  social  and  economic  development  and  self-sufficiency. 

PERFORMANCE  GOALS 

71       Increase  to  75%  the  proportion  of  ACF-supported youth  programs  that 

are  using  community  networking  and  outreach  activities  to  strengthen  services. 
(1995  baseline:  68%) 

Data  source:  Runaway  and  Homeless  Youth  Management  Information  System 
(RHYMIS) 

7m.     Initiate  with  5  States  and  youth  services  grantees  in  those  States  a 

collaboration  that  supports  a  youth  development  approach  to  services  to  young 
people,  including  substance  abuse  and  teen  pregnancy  prevention  activities. 

PROGRAM  GOAL:  Increase  youth  well-being,  (a)  Ensure  that  youth  are  safe  at  home  or  in 
appropriate  alternative  settings;  (b)  Ensure  that  youth  progress  in  their  development  into 
independent,  contributing  members  of  society. 

PERFORMANCE  GOALS 

7n.      Increase  to  95%  the  proportion  of  youth  living  in  safe  and  appropriate 
settings  after  receiving  AC F-funded  services.  (1995  baseline:  93%) 

Data  source:  RHYMIS 

7o.      Increase  to  60%  the  proportion  of  youth  receiving  peer  counseling 
through  program  services.  (1994  baseline:  51%) 

Data  source:  National  Evaluation  of  Runaway  and  Homeless  Youth  Programs 

Activity  for  a  future  measure:  Establish  baseline  data  for  the  number  of  youth  in  ACF-funded 
programs  who  are  required  to  pay  rent,  maintain  savings  accounts  and/or  engage  in  other 
behaviors  that  foster  independence. 

OPERATIONAL  PROCESSES,  SKILLS.  TECHNOLOGIES  AND  RESOURCES 

ACF  has  implemented  several  processes  to  monitor  and  improve  the  services  supported  by  its 
resources  and  to  ensure  overall  program  quality  and  the  attainment  of  measurable  results.  These 
processes  arid  activities  include  on-site  monitoring  by  ACF  central  and  regional-office  staff  and 
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the  provision  of  technical  assistance  and  training  to  grantees.  The  latter  is  accomplished  through 
an  extensive  network  of  technical  assistance  providers  to  which  all  grantees  have  access. 

ACF  will  complete  efforts  to  work  with  youth  organizations,  foundations  and  selected  grantees 
from  each  region  to  develop  and  approve  performance  indicators  and  outcome  measures  for 
services  to  adolescents.  ACF  will  involve  youth  organizations  and  selected  grantees  in  the 
identification  of  appropriate  changes  in  youth  services  data  collection  and  monitoring  systems 
based  on  agreed  upon  performance  indicators  and  outcome  measures. 

In  collaboration  with  youth  organizations,  foundations,  States  and  selected  grantees,  ACF  will 
develop  a  research,  development  and  evaluation  agenda  for  implementation  in  the  year  2000. 
Finally,  ACF  will  initiate  collaborations  with  5  States  and  ACF-funded  Transitional  Living 
Programs  in  order  that  knowledge  about  effective  services  for  pregnant  and  parenting 
adolescents  may  be  transferred  to  where  it  is  needed. 

INTERNAL  AND  EXTERNAL  COORDINATION 

ACF  will  be  working  with  various  health  agencies  in  HHS  as  well  as  with  other  Departments  to 
encourage  increased  support  of  the  youth  development  framework  as  a  means  of  providing 
effective  services  to  young  people. 

DATA  VERIFICATION  AND  VALIDATION 

Current  available  data  sources  include  the  Runaway  and  Homeless  Youth  Management 
Information  System  and  the  Runaway  and  Homeless  Youth  Monitoring  System.  When  the  effort 
to  identify  performance  indicators  and  outcome  measures  is  complete,  a  reworking  of  these  two 
systems  will  be  necessary  and  desirable.  ACF  expects  to  broaden  these  systems  to  apply  to  youth 
programs  in  general  and  to  better  target  them  on  desired  program  and  youth  outcomes.  There  are 
no  current  data  sources  for  youth  that  are  involved  in  the  development  of  individualized  service 
plans  or  in  activities  geared  toward  developing  their  independence.  In  addition,  as  the  systems 
change,  the  relevance  of  the  current  baseline  data  must  be  re-evaluated. 

ACF  has  implemented  both  an  automated  and  manual  system  to  ensure  the  data  collected  are 
accurate  and  correct.  The  RHYMIS  software  has  built-in  validation,  verification  and  quality 
assurance  routines  to  assist  grantees  in  producing  high  quality  data.  The  RHYMIS  Data  Quality 
report  may  be  run  at  any  time  by  RHYMIS  users,  affording  them  an  automated  to  identify 
missing  or  invalid  data.  Additionally,  a  series  of  data  validation  checks  occur  automatically  prior 
to  each  data  transfer.  After  the  data  are  received  by  the  contractor,  they  are  put  through  an 
additional  series  of  check  to  assure  that  its  format  is  correct  and  virus-free. 
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STRATEGIC  GOAL  3:      INCREASE  THE  HEALTH  AND  PROSPERITY  OF 
'm  :  •   COMMUNITIES  AND  TRIBES   J 

Rationale 

Strong  neighborhoods  and  communities  are  essential  to  support  families  in  creating  healthy 
environments  for  children.  Research  reveals  a  significant  relationship  between  the  quality  of 
community  life  and  the  well-being  of  residents.  Living  in  distressed  neighborhoods  is  associated 
with  negative  impacts  on  early  childhood  development,  educational  attainment,  and  health,  as  well 
as  higher  rates  of  violence,  infant  mortality,  substance  abuse,  and  out-of-wedlock  teen  parenthood. 
ACF  programs  contribute  to  this  goal  by  strengthening  local  community  partnerships,  improving 
civic  participation,  increasing  community  development  investments,  and  working  with  Tribes  and 
Native  American  communities  to  build  capacity  and  infrastructure  for  social  and  economic 
development  and  self-sufficiency. 

ACF  supports  activities  that  create  jobs  in  economically  disadvantaged  communities,  that  help 
communities  develop  comprehensive  services  networks  to  provide  community  supports  for  local 
residents,  and  that  empower  residents  to  leverage  local  assets  and  address  their  needs.  ACF  assists 
communities  to  develop  economically  and  enable  low-income  individuals  to  get  work  through  a 
number  of  initiatives.  The  Empowerment  Zone/Enterprise  Community  (EZ/EC)  initiative,  in 
cooperation  with  the  Department  of  Housing  and  Urban  Development,  provides  substantial  funding 
and  technical  assistance  for  community  development  corporations  and  other  organizations  to  create 
new  business  and  employment  opportunities. 

Many  HHS  programs  vital  to  this  goal  are  implemented  by  State,  local,  and  non-governmental 
agencies.  Several  other  Federal  Departments  and  agencies  manage  projects  for  strengthening 
community-based  efforts  and  creating  economic  opportunity  for  residents  of  distressed 
communities.  In  addition,  the  Nation's  overall  economic  climate,  as  well  that  of  particular 
geographic  regions,  is  a  major  factor  in  the  Department's  ability  to  achieve  this  strategic  objective. 

Internal  and  external  coordination 

The  Community  Services  Block  Grant,  the  Social  Services  Block  Grant,  the  Low  Income  Home 
Energy  Assistance  Program  (LIHEAP).  and  the  programs  of  the  Administration  for  Native 
Americans  (ANA)  are  administered  directly  by  States  and  Tribal  governments.  Numerous  agencies 
throughout  HHS  have  responsibilities  for  achieving  parts  of  this  strategic  objective.  ACF, 
Administration  on  Aging,  Centers  for  Disease  Control,  Health  Resources  and  Services 
Administration,  Substance  Abuse  and  Mental  Health  Services  Administration,  and  individual 
offices  within  the  Office  of  the  Secretary,  including  the  Office  of  the  Assistant  Secretary  for 
Planning  and  Evaluation,  contribute  to  the  effort. 

ACF  assists  community  organizations  to  gain  access  to  HHS  programs  that  support  comprehensive, 
coordinated  community  services.  Community  service  programs,  such  as  the  Family  Violence 
Prevention  Program,  the  Community  Services  Block  Grant  program,  Healthy  Start,  Mental  Health 
Services  for  Children  and  the  Aging  Network,  are  encouraged  to  build  coordinated  service 
networks.  ACF  promotes  the  involvement  of  community  residents  as  active  partners  in  developing 
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and  implementing  local  programs  and  serv  ices  through  community  service  programs,  such  as  the 
Community  Services  Block  Grant  Program.  HIV  prevention  programs  in  the  Centers  for  Disease 
Control,  and  the  Administration  for  Native  Americans. 

In  addition,  numerous  other  Federal  agencies,  such  as  the  Departments  of  Housing  and  Urban 
Dev  elopment;  Agriculture:  Justice:  Education;  Commerce:  and  Labor,  the  Environmental 
Protection  Agency;  and  the  Small  business  Administration,  are  involved  in  related  work.  HHS 
coordinates  and  collaborates  with  these  entities,  particularly  within  the  framework  of  the  Vice 
President's  Community  Empowerment  Board  and  the  multi-agency  implementation  of  the 
Empowerment  Zone  Enterprise  Community  (EZEC)  Initiative. 

The  objectives  and  major  program  areas  for  this  goal  are: 

8.        Build  healthy,  safe  and  supportive  communities  and  Tribes 

Community  Services  Block  Grant 

Developmental  Disabilities 

Family  Violence  Prevention  Programs 

•  Low-Income  Home  Energy  Assistance 

•  Native  American  Programs 
Social  Services  Block  Grant 


I  8.  Build  healthy,  safe  and  supportive  communities  and  Tribes 

Approach  for  the  Strategic  Objectiv  e:  Strengthen  local  communities  through  communirv7 
partnerships  and  improving  civic  participation;  increase  community  development  investments 
I  so  that  families  can  lead  healthy,  safe  and  productive  lives.  Work  with  Tribes  and  Native 
.American  communities  to  develop  strategies  and  programs  that  will  promote  social  and 

economic  development  and  self-sufficiency.  

COMMUNITY  SERVICES 

The  purpose  of  the  Community  Services  Block  Grant  (CSBG)  program  is  to  provide  a  range  of 
serv  ices  and  activities  having  a  measurable  and  potentially  major  impact  on  causes  of  poverty  in 
the  communirv-.  The  CSBG  Act  requires  States  to  pass  through  90%  of  the  Federal  funds 
allocated  to  eligible  entities,  which  in  most  cases  are  Community  Action  Agencies  (CAAs). 

Results-Onented  Management  and  Accountability  (ROMA):  Prior  to  passage  of  GPRA,  ACF 
was  already  in  the  process  of  developing  a  monitonng  and  technical  assistance  strategy  which 
focused  on  increasing  the  capacity  of  local  agencies  to  increase  program  performance  toward 
achieving  results.  Two  years  ago.  ACF  established  a  task  force  composed  of  CSBG  State 
directors.  CAA  directors  and  relevant  association  members,  including  representatives  from  Head 
Start.  The  purpose  of  this  task  force  was  to  dev  elop  a  strategy  for  strengthening  the  capacity  of 
CSBG  agencies  and  local  CAAs  to  focus  on  improved  program  performance  and  better  results 
for  low  income  people  and  communities  rather  than  mere  compliance  and  process.  Through  a 
continuous  consultations,  the  task  force  and  the  community  services  network  endorsed  ROMA. 
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ROMA  is  a  management  practice  that  incorporates  the  use  of  outcomes  or  results  into  the 
administration,  management,  and  operation  of  human  services.  It  provides  a  framework  of 
national  goals  at  the  family,  community  and  agency  levels  for  a  flexible  transition  to  an  outcome 
orientation  and  an  opportunity  to  create  and  use  a  variety  of  indicators  for  local  community 
action  agencies.  ROMA  encompasses:  (1)  a  menu  of  outcome-oriented  measures  which  leave 
maximum  flexibility  at  the  local  level;  (2)  implementation  tools  for  measuring  incremental 
successes  and  assessing  agency  capacity  such  as  scales  and  self  assessment  matrices;  (3) 
electronically-provided  economic  and  demographic  data  mapping  at  the  neighborhood  level  for 
conducting  community  needs  assessment  and  planning;  (4)  training  and  technical  assistance 
plans  to  ensure  timely  phasing  of  the  total  approach;  (5)  reporting  compatible  with  local,  State 
and  Federal  need  for  information. 

PROGRAM  GOAL:  Ensure  that  low-income  people  have  a  stake  in  their  community. 

8a.      Increase  by  3%  the  number  of  volunteer  hours  contributed  by  CSBG  consumers 
in  one  or  more  community  groups.  (1996  baseline  estimate:  24.3  million 
hours) 

8b.      Increase  by  4%  the  amount  of  non-Federal  resources  brought  into  low-income 
communities  by  the  Community  Services  Network  (non-Federal funds 
mobilized).  (1995  baseline:  $4,676  billion) 

As  part  of  the  ongoing  work  with  partners  that  is  at  the  basis  of  the  ROMA  approach,  an 
extensive  set  of  goals  and  measures  is  under  discussion.  There  are  goals  relevant  to  individuals, 
families,  communities,  agencies,  and  partnerships.  Sample  measures  under  development  for  the 
"community  revitalization"  goal  include: 

•  Increase  the  number  of  participants  enrolled  in  educational  and  literacy 
programs  who  attend  regularly. 

•  Increase  the  amount  of  property  tax  generated  as  a  result  of  rehabilitation 
projects. 

A  number  of  States  are  using  ROMA  "family"  goal  outcome  measures  in  the  form  of  a  scales 
matrix.  On  one  State,  for  example,  there  are  five  levels  of  family  well-being:  in  crisis,  at  risk, 
protected,  capable,  and  thriving.  For  each  level  there  are  indicators.  Since  many  low  income 
clients  of  community  action  agencies  are  also  receiving  TANF,  measuring  the  effectiveness  of 
follow-up  services  is  a  priority.  Not  all  States  are  at  the  same  level  in  the  use  of  outcome 
measures,  but  there  are  at  least  a  dozen  or  so  that  have  that  capability,  while  more  are  moving  in 
the  same  direction. 

DATA  SOURCES,  VERIFICATION,  AND  VALIDATION 

Data  are  gathered  by  the  CSBG  Information  System.  Previously,  the  emphasis  has  been  on 
collecting  data  voluntarily  to  give  feedback  to  States  and  local  agencies  about  their  progress 
and/or  need  for  technical  assistance  and  training.  States  provide  information  on  the  sources  and 
uses  of  CSBG  funds  and  on  the  expenditure  of  those  funds  by  major  program  categories.  The 
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CSBG  Information  System  is  being  modified  to  accommodate  an  outcome-oriented  system. 
ACF  is  presently  disseminating  to  States  and  localities  a  comprehensive  description  of 
requirements  which  they  will  need  to  meet  in  order  to  conduct  proper  surveys  and  report  valid 
results.  A  list  of  specific  survey  questions  with  definitions,  possible  follow-up  questions  and 
close-ended  questions  with  options  is  also  being  distributed.  In  so  doing,  ACF  is  trying  to  ensure 
some  degree  of  uniformity  in  an  otherwise  flexible  environment.  By  FY  1999,  60%  of  States  and 
45%  of  the  CAAs  should  have  received  survey  methodology  training  and  technical  assistance  to 
conduct  adequate  surveys. 

OPERATIONAL  PROCESSES,  SKILLS,  TECHNOLOGIES  AND  RESOURCES 

From  the  beginning,  ACF  has  viewed  GPRA  as  an  opportunity  to  improve  program  performance 
toward  better  outcomes  at  the  State  and  local  levels.  In  FY  96  and  97,  a  percentage  of  the  CSBG 
funds  designated  for  training,  technical  assistance,  planning,  evaluation  and  data  collection  have 
awarded  to  States  and  localities  in  support  of  GPRA.  These  funds  and  others  from  State  and 
local  levels  support  training  at  national,  State  and  regional  association  conferences;  development 
and  use  of  special  implementation  tools  such  as  manuals,  scales  for  incremental  measurement  at 
the  individual,  family  and  community  levels;  surveys  and  survey  methodology;  electronical ly- 
provided  economic  and  demographic  mapping  data  at  the  neighborhood  level;  revision  of 
reporting  tools:  and  specific  on-site  consultative  technical  assistance  efforts. 

DEVELOPMENTAL  DISABILITIES  (COMMUNITY  SUPPORT) 

PERFORMANCE  MEASURES  FOR  COMMUNITY  SUPPORT: 

The  DD  community  support  goal  is:  "Increase  the  number  of  individuals  with  developmental 
disabilities  who  are  valued,  participating  members  of  their  cornmunity."  This  goals  includes  the 
following  outcomes:  "Communities  accept,  include,  and  value  their  members  with 
developmental  disabilities.  Services,  supports,  and  resources  are  available  to  meet  the  needs  of 
individuals  with  developmental  disabilities  and  their  families.'* 

Targets  and  baselines  are  being  developed  through  the  consensus  process  already  underway.  A 
candidate  under  discussion,  and  the  partnership  community  for  whom  it  is  relevant  is: 

Increase  the  number  of  barriers  removed  as  a  result  of  intervention  by 
protection  and  advocacy  programs.  (P&A) 

(See  information  on  DD  partnership  process,  performance  goals,  data,  and  resources  under 
Strategic  Objective  1.  above.) 

FAMILY  VIOLENCE  PREVENTION 

The  mission  of  the  Family  Violence  Prevention  and  Services  program  is  to  assist  States  in  their 
efforts  to  increase  public  awareness  about  and  prevent  family  violence  and  to  provide  immediate 
shelter  and  related  assistance  for  victims  of  family  violence  and  their  dependents.  It  is  also  part 
of  the  mission  to  provide  for  technical  assistance  and  training  related  to  family  violence  programs 


46 


1397 


to  States,  local  public  agencies,  nonprofit  organizations,  and  other  persons  seeking  such 
assistance. 

Domestic  violence  encompasses  all  acts  of  violence  against  women  within  the  context  of  family 
or  intimate  relationships.  It  is  an  issue  of  increasing  concern  because  it  has  a  negative  effect  on 
all  family  members,  especially  children.  Domestic  violence  is  not  confined  to  any  one 
socioeconomic,  ethnic,  religious,  racial,  or  age  group.  It  is  the  leading  cause  of  injury  to  women 
in  the  United  States,  where  they  are  more  likely  to  be  assaulted,  injured,  raped  or  killed  by  a  male 
partner  than  by  any  other  type  of  assailant. 

Statistics  show  that  29  percent  of  all  violence  against  women  by  a  single  offender  is  committed 
by  an  intimate — a  husband,  ex-husband,  boyfriend,  or  ex-boyfriend.  Accurate  information  on  the 
extent  of  domestic  violence  is  difficult  to  obtain  because  of  extensive  under-  reporting. 
However,  it  is  estimated  that  as  many  as  four  million  instances  of  domestic  abuse  against  women 
occur  annually  in  the  U.S.  About  one-fourth  of  all  hospital  emergency  room  visits  by  women 
result  from  domestic  assaults. 

This  violence  takes  a  devastating  toll  on  children  who  are  exposed  to  its  cruelty.  Over  three 
million  children  witness  parental  violence  every  year.  Children  whose  mothers  are  victims  of 
wife  battery  are  twice  as  likely  to  be  abused  themselves  as  those  children  whose  mothers  are  not 
victims  of  abuse.  When  children  witness  violence  in  the  home,  they  have  been  found  to  suffer 
many  of  the  symptoms  that  are  experienced  by  children  who  are  directly  abused. 

Through  the  Family  Violence  Prevention  and  Services  Act,  the  Administration  for  Children  and 
Families  (ACF)  is  responsible  for  several  activities  which  address  domestic  violence.  The 
Family  Violence  Prevention  and  Services  Act  was  enacted  as  Title  III  of  the  Child  Abuse 
Amendments  of  1 984,  and  was  reauthorized  and  amended  for  FY  1 995  through  FY  2000  by  the 
Violent  Crime  Control  and  Law  Empowerment  Act  of  1 994  (the  Crime  Bill). 

The  Family  Violence  Program  is  beginning  the  task  of  developing  performance  indicators  and 
outcome  measures  for  services  to  victims  of  domestic  violence  and  their  dependents.  This  effort 
will  be  accomplished  in  collaboration  with  the  States,  State  domestic  violence  coalitions,  the 
national  resource  center  network,  and  Federal-level  partners. 

PROGRAM  GOAL:  Build  healthy,  safe  and  supportive  communities  and  Tribes  that  increase 
the  ability  of  family  violence  victims  to  plan  for  safety. 

PERFORMANCE  GOALS 

Activity:  Support  programs  to  provide  immediate  shelter  and  related  assistance  for  victims  of 
family  violence  and  their  dependents. 

8c.      Increase  by  35%,  from  120  (1996)  to  162,  the  number  of  Federally-recognized 
Indian  Tribes  that  have  family  violence  prevention  programs.  (NOTE:  There 
are  540  such  Tribes;  the  target  is  for  30%  to  have  some  form  of  prevention  service 
by  FY  1999.) 
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Activity:  Provide  technical  assistance  and  information  to  25  percent  of  the  States  and  10  percent 
of  the  Indian  Tribes  through  a  domestic  violence  resource  and  technical  assistance  plan  that  is  the 
result  of  collaborations  among  the  national  resource  center  network,  the  national  domestic 
violence  hotline,  and  selected  State  domestic  violence  coalitions. 

Activity:  Remove  barriers  to  work  for  victims  of  domestic  violence.  Provide  to  States  and 
Indian  Tribes  information  on  program  models,  best  practices  and  anecdotal  information. 

8d.  Increase  referrals  of  clients  to  self-sufficiency  services,  child  support  and  child 
care  services.  (Baselines  and  target  data  will  be  provided  when  available,  see  the 
following  paragraph.) 

DATA  SOURCES 

Current  and  available  data  sources  and  informational  systems  are  inadequate  to  accurately  report 
on  information,  resource  development  and  support  services  that  are  in  place  to  assist  victims  of 
domestic  violence.  ACF  has  begun  the  development  of  a  management  information  system  which 
should  eventually  be  applicable  and  helpful  in  the  identification  of  performance  indicators  and 
outcome  measures. 

ACF  is  in  the  early  stages  of  the  development  of  a  voluntary  aggregate  data  reporting  system  for 
the  family  violence  program.  Moreover,  in  collaboration  with  other  Federal  agencies  and  State 
and  local  partners,  ACF  has  begun  to  establish  a  topology  of  domestic  violence  services 
acceptable  to  all  organizations  and  agencies  in  the  field.  By  fiscal  year  1999  50  percent  of  the 
States  and  25  percent  of  the  Tribes  will  have  received  survey  methodology  training  and  technical 
assistance  in  order  to  conduct  assessments  on  the  adequacy  of  the  resource  plan. 

LOW  INCOME  HOME  ENERGY  ASSISTANCE  (LIHEAP) 

States,  Indian  Tribes/Tribal  organizations  and  Insular  areas  that  wish  to  assist  low-income 
households  in  meeting  the  costs  of  home  energy  may  apply  for  a  LIHEAP  block  grant.  Grantees 
must  provide  a  LIHEAP  plan  which  includes  eligibility  requirements,  benefit  levels,  and  the 
estimated  amount  of  funds  to  be  used  for  each  type  of  LIHEAP  assistance.  Public  participation  in 
the  development  of  grantees'  plans  is  required. 

Grantees  must  conduct  outreach  activities  to  assure  that  eligible  households,  especially  those 
with  elderly  or  disabled  individuals  and/or  young  children,  are  aware  of  this  assistance.  The 
highest  level  of  assistance  must  go  to  households  with  the  lowest  incomes  and  highest  energy 
costs  or  needs  in  relation  to  income,  taking  family  size  into  account. 

A  reasonable  amount  must  be  set  aside  by  grantees  for  energy  crisis  intervention  until  March  1 5 
of  each  year.  Up  to  15  percent  (25  percent  with  a  waiver)  of  the  funds  available  for  the  fiscal 
year  may  be  used  for  low-cost  residential  weatherization  or  other  energy-related  home  repair. 
Up  to  10  percent  may  be  used  for  planning  and  administration;  grantees  may  hold  up  to  10 
percent  to  use  in  the  next  year. 
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PERFORMANCE  GOALS 

Performance  measures  will  be  developed  in  collaboration  with  LIHEAP  grantees  and 
stakeholders  through  a  LIHEAP  GPRA  Partnership  Project.  A  national  dialogue  will  be 
conducted  to  develop  consensus  among  State  LIHEAP  offices,  other  stakeholders,  and  ACF  in 
designing  an  initial  GPRA  performance  measurement  system  for  LIHEAP.  ACF  has  awarded  a 
small-purchase  contract  to  the  National  Energy  Assistance  Directors'  Association  to  support  a 
national  LIHEAP  advisory  group  that  will  plan  for  and  convene  one  or  more  panels  of  State  and 
local  LIHEAP  providers,  other  stakeholders,  ACF  staff,  and  a  research  analyst. 

PROGRAM  GOAL:  Increase  the  availability  of  LIHEAP  heating  assistance  to  eligible 
households  with  at  least  one  member  whose  health  is  vulnerable  to  a  home  without  sufficient 
heat. 

8e.      Annually  increase  the  participation  rate  of  eligible  households  having  at  least 
one  member  who  is  60  years  or  older.  (Baseline  will  be  FY  1998) 

8f.      Annually  increase  the  participation  rate  of  eligible  households  having  at  least 
one  member  who  is  age  5  years  or  under.  (Baseline  will  be  FY  1998) 

Data  source:  Annual  LIHEAP  Household  Report;  March  Current  Population 
Survey. 

PROGRAM  GOAL:  Increase  the  affordability  of  home  heating  for  eligible  households  which  are 
at  risk  of  unsafely  heating  their  homes  due  to  their  low  income  and  high  energy  expenditures. 

8g.      Annually  increase  the  number  of  States  which  use  actual  energy  bills  in 

determining  energy  burdens  and  designing  their  heating  assistance  benefit 
structures.  (Baseline  will  be  FY  1998) 

Data  source:  LIHEAP  Clearinghouse  database 

8h.      Annually  reduce  the  heating  energy  burden  of  heating  assistance  households 

with  the  lowest  incomes  and  highest  heating  expenditures  for  those  States  using 
actual  energy  bills  in  their  LIHEAP  programs.  (Baseline  will  be  FY  1999) 

Data  source:  to  be  developed  in  collaboration  with  State  LIHEAP  grantees. 

EXTERNAL  INFLUENCES 

Funds  distribution  and  demands  on  the  LIHEAP  program  are  affected  by  the  severity  of  the 
weather,  fluctuations  in  home  heating  fuel  costs,  and  the  restructuring  of  the  utility  industry. 

DATA  VERIFICATION  AND  VALIDATION 

Validation  of  State-reported  data  on  LIHEAP  recipient  households  will  be  difficult.  There  is  no 
Federal  quality  control  or  audit  requirements  for  LIHEAP  recipient  household  data.  However, 
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ACF  may  expand  compliance  reviews  of  States  to  include  drawing  a  sample  of  recipient 
household  data  to  validate  data  accuracy.  Standardized  definitions  of  elderly  and  young  children 
will  be  used  to  derive  State-specific  estimates  of  eligible  households  with  vulnerable  populations 
based  on  three-year  moving  averages  derived  from  the  Bureau  of  the  Census'  March  Current 
Population  Survey.  Such  estimates  will  be  more  current  but  not  as  precise  as  data  produced  from 
the  1990  Decennial  Census. 

There  is  a  statutory  range  but  not  a  fixed  income  standard  for  determining  whether  a  household  is 
income  eligible  for  LIHEAP.  Comparison  of  performance  data  among  States  may  be  affected  by 
differences  in  eligibility  cutoffs  selected  by  States. 

With  respect  to  gathering  heating  expenditure  data,  most  States  employ  proxies  such  as  fuel  type, 
housing  type,  and  geographical  location  to  reflect  variability  in  energy  costs.  Gathering 
expenditure  data  on  secondary  heating  fuels  is  also  difficult  as  these  often  may  be  unregulated 
bulk  fuels.  Finally,  a  number  of  households  have  their  heating  cost  included  in  their  rent.  Such 
households  would  not  know  the  amount  expended  for  heating  their  rental  unit.  Any  attempt  to 
measure  energy  burden  based  on  home  energy  costs  will  require  the  application  of  sophisticated 
computer  modeling  to  the  total  energy  bills  in  order  to  separate  out  the  heating  component. 

OPERATIONAL  PROCESSES,  SKILLS,  TECHNOLOGIES  AND  RESOURCES 

ACF  will  provide  technical  assistance  to  LIHEAP  grantees  in  developing  a  performance 
measurement  system  for  evaluating  the  targeting  of  eligible  households  with  the  highest  energy 
needs  and  vulnerabilities.  Technical  assistance  will  build  on  the  case  studies  conducted  by 
NEADA,  which  has  been  under  contract  to  ACF  for  the  last  two  years.  A  portion  of  FY  1998 
LIHEAP  training  &  technical  assistance  funds  will  be  used  to  further  this  process.  LIHEAP 
program  operations  staff  assist  State  energy  assistance  efforts,  as  does  the  LIHEAP 
Clearinghouse,  operated  under  contract  to  ACF  by  the  National  Center  for  Appropriate 
Technology. 

NATIVE  AMERICANS 

ACF's  Administration  for  Native  Americans  operates  programs  mandated  to  provide  grant 
funding  to  the  full  range  of  Native  American  populations  within  the  Continental  United  States, 
Alaska  and  Hawaii.  This  includes  Indian  Tribes,  Native  Alaskan  villages,  Native  Hawaiian  and 
Pacific  Islanders,  urban  Indian  organizations,  and  other  Native  American  organizations  and 
communities.  Promoting  the  goal  of  social  and  economic  self-sufficiency  through  local  self- 
determination  is  the  cornerstone  of  ANA*s  program  philosophy.  Self-sufficiency  is  that  level  of 
development  at  which  a  Native  American  community  can  control  and  internally  generate 
resources  to  provide  for  the  needs  of  its  members  and  meet  its  own  economic  and  social  goals. 
Social  and  economic  underdevelopment  is  the  paramount  obstacle  to  the  self-sufficiency  of 
Native  American  communities  and  families. 

ANA  is  the  only  Federal  agency  serving  all  Native  Americans,  including  over  500  federally 
recognized  Tribes,  60  Tribes  that  are  State-recognized  or  seeking  Federal  recognition,  Indian 
organizations,  over  200  Alaska  villages.  Native  Hawaiian  communities,  and  populations 
throughout  the  Pacific  basin.  ANA's  fiscal  year  1997  budget  is  $34.9  million;  the  same  amount 
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has  been  requested  for  FY  1998  and  1999.  ANA  provides  grants,  training,  and  technical 
assistance  to  eligible  Tribes  and  Native  American  organizations  representing  2.2  million 
individuals. 

In  1981,  ACF  collaborated  with  Tribes  and  Native  communities  to  develop  the  innovative  Social 
and  Economic  Development  Strategies  (SEDS)  program.  SEDS  is  based  on  the  premise  that 
local  communities  have  the  primary  responsibility  for  determining  its  own  needs,  planning  and 
implementing  its  own  programs,  and  for  use  of  its  own  natural  and  human  resources.  In 
initiating  the  SEDS  approach,  ACF  developed  a  framework  of  three  interrelated  goals: 

•  To  assist  Native  American  leadership  in  exercising  control  over  their  resources; 

•  To  foster  the  development  of  stable,  diversified  local  economies  which  provide  jobs, 
promote  economic  well-being,  and  reduce  dependency  on  social  services; 

•  To  support  local  access  to  and  coordination  of  programs  and  services  which 

•  safeguard  the  health  and  well-being  of  people,  essential  elements  for  a  thriving  and  self- 
sufficient  community. 

Through  this  direct  grant  funding  relationship,  Tribes  and  Native  communities  have  created 
administrative  systems  to  operate  their  own  social  and  economic  programs,  much  in  the  same 
way  as  State  and  local  governments.  Support  for  the  unique,  government  to  government 
relationship  that  exists  between  Tribal  governments  and  the  Federal  government  is  reflected  in 
this  approach.  The  development  of  performance  goals  will  take  place  within  this  context.  The 
preliminary  goals  and  measures  below  will  be  further  developed  through  this  partnership  process, 
and  will  include  data  and  baselines. 

ANA  faces  unique  challenges  in  formulating  goals  and  measuring  results,  however.  As  a 
discretionary  grant  program  funding  projects  designed  and  implemented  at  the  local  level,  the 
differences  between  each  project  is  considerable  in  terms  of  size,  scope,  community  goals,  and 
funding  levels.  Because  tribes  and  Native  American  communities  set  their  own  goals  and 
priorities,  we  request  objective  progress  reports  throughout  the  project  period  of  the  grant,  and  an 
objective  evaluation  report  once  the  grant  has  ended.  This  system  provides  us  with  information 
on  goals  and  measures,  but  these  are  solely  unique  to  the  tribe  or  community.  Another  factor  to 
be  considered  is  where  each  grantee  is  on  the  continuum  of  social  and  economic  development. 
Administrative  and  organizational  capacity  varies  greatly  among  grantees,  making  more  difficult 
the  prospect  of  developing  more  "conventional"  measures.  ANA  will  continue  to  work  with  its 
partners  to  develop  meaningful  GPRA  measures  within  the  context  of  sovereignty. 

PROGRAM  GOAL:  Increase  the  capacity-building  and  infrastructure  development  for  tribes  and 
organizations,  particularly  through  the  development  of  codes,  courts  systems,  and  the  revision  of 
existing  Tribal  constitutions.  (Capacity-building  would  encompass  not  only  economic 
development  but  efforts  to  create  new  programs  as  a  result  of  welfare  reform.) 

This  emphasis  on  capacity-building  ties  into  the  larger  ACF  goal  to  facilitate  the  changes  effected 
by  welfare  reform  by  working  together  in  innovative  ways.  For  both  economic  and  social 
development,  capacity-building  and  infrastructure  development  are  key  factors.  This  is  a  new 
measure  from  which  a  baseline  will  be  created. 
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PROGRAM  GOAL:  Support  and  encourage  the  role  of  Tribal  elders  in  the  community;  promote 
efforts  to  involve  elders  in  work  as  mentors  with  youth  and  children,  e.g.,  teaching  culture  and 
language  in  Head  Start  and  other  child  care  programs. 

8L      Measure  and  increase  the  number  of  grants  which  include  elder 
participation. 

The  essential  role  of  elders  in  all  aspects  of  Tribal  and  community  life  cannot  be  underestimated. 
Support  of  Tribal  elders  and  providing  a  voice  for  their  concerns  has  been  an  important  emphasis 
area.  Through  the  Tribal  Elders  Initiative,  elders  meet  regularly  with  ANA/ ACT  officials  and 
staff.  This  is  also  a  new  measure  from  which  a  baseline  will  be  created. 

PROGRAM  GOAL:  Maintain  at  current  levels  (+2%  or  -2%)  the  provision  of  training  and 
technical  assistance  services  (T/TA)  by  T/TA  providers  to  the  diverse  Native  American 
population,  with  particular  emphasis  on  urban  organizations,  rural  and  non-Federally  recognized 
tribes. 

8j.       Maintain  at  the  FY  1996  baseline  of  1456  visits  the  number  of  site  visits 

by  Tribal  T/TA  contractors  to  the  diverse  Native  American  population,  with 
particular  emphasis  on  urban  Native  organizations,  rural  and  non-Federally 
recognized  Tribes. 

The  T/TA  contractors  assist  Tribes  and  Native  communities  in  conceptualizing  strategies  for 
social  and  economic  development,  preservation  of  native  languages,  environmental  regulatory 
enhancement,  and  environmental  mitigation,  translating  them  into  viable  applications  for  ANA 

funds. 

Provision  of  T/TA  services  increased  significantly  from  1995  to  1996  (from  441  visits  to  1456 
visits),  largely  due  to  the  creation  of  an  additional  service  area  for  urban  Indian  organizations  and 
non-Federally  recognized  tribes.  The  number  of  T/TA  contractors  increased  from  4  to  5,  and  all 
contractors  increased  the  actual  number  of  site  visits.  In  1997  through  1999,  ACF  expects  to 
remain  at  a  constant  level  with  no  predicted  increase. 

OPERATIONAL  PROCESSES,  SKILLS.  TECHNOLOGIES  AND  RESOURCES 

It  will  be  necessary  for  ACF  to  design  and  perform  systematic  validation  surveys  of  grant 
applicants'  proposals  regarding  the  types  of  projects  and  proposed  participants,  including  trends 
and  changes  from  other  periods;  potential  applicants'  use  of  technology;  and  training  and 
technical  assistance  providers'  outcomes  and  delivery  levels. 

Surveys  are  dependent  upon  the  availability  of  practiced  and  capable  professional  staff, 
experienced  in  Native  American  programs  and  trained  on  the  use  of  new  grant  database  systems 
for  recording  and  analyzing  information.  Additional  staffing  resources  will  be  necessary  to  meet 
goals  for  coordinating  and  conducting  surveys  to  accumulate  data  for  analysis  while  maintaining 
minimum  required  performance  on  other  program  requirements. 
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DATA  SOURCES,  VERIFICATION,  AND  VALIDATION 

The  primary  source  for  data  collection  on  the  above  performance  measures  is  the  internal  data 
system  "Project  Information  and  Evaluation  System"  (PIES),  and  the  upcoming  Grant  Award 
Tracking  and  Evaluation  System  (GATES).  All  funded  grants  have  an  entry  in  these  systems, 
and  a  full  description  of  the  project  as  well  as  the  goals  and  objectives  are  included. 


STRATEGIC  GOAL  4:  BUILD  A  RESULTS-ORIENTED  ORGANIZATION  ] 
Rationale 

ACF  has  the  responsibility  for  providing  assistance  to  America's  most  vulnerable  populations.  It 
is  essential  that  the  organization  focus  on  results,  provide  high  quality,  cost-effective  and 
efficient  services,  meet  customers'  needs  and  expectations,  and  use  state-of-the-art  information 
technology  to  improve  management  and  data  systems. 

ACF  has  endeavored  to  embrace  the  principles  of  GPRA  and  the  government-wide  reinvention 
initiatives  spearheaded  by  the  Vice  President's  National  Performance  Review — reinventing  the  way 
we  do  business  through'partnership  building,  strategic  planning,  measurable  outcomes,  customer 
focus,  streamlining  of  operations,  and  devotion  to  quality. 

ACF  has  set  for  itself  a  goal  of  becoming  a  more  results-oriented  organization  which  has  brought 
about  changes  in  its  internal  management.  Its  efforts  in  recent  years  include: 

•  Reinventing  the  regional  office  structure  to  locate  resources  where  partners  are  in  most  need 
of  them; 

•  Improving  the  capacity  and  expertise  of  staff,  especially  those  on  the  "front  lines"; 

•  Reducing  layers  of  bureaucracy; 

•  Establishing  a  successful  partnership  with  the  National  Treasury  Employees  Union  (which 
represents  the  bargaining  unit); 

•  Investing  in  technology  such  as  videoconferencing  equipment  and  satellite  linkages  to  bring 
regional  and  central  offices  and  partnership  closer  together  and  save  on  travel  costs; 

•  Establishing  a  presence  on  the  World  Wide  Web; 

Reengineering  the  grants  management  business  process  to  improve  service  to  partners  and 
achieve  greater  efficiency; 

•  Surveying  partners  and  customers  for  assessment  and  guidance  on  the  quality  and 
appropriateness  of  ACF's  services. 

The  objectives  for  this  goal  are: 

9.  Streamline  A  CF  organizational  layers 

10.  Improve  automated  data  and  management  systems 
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!  9.  Streamline  ACF  organizational  layers 

\  Approach  for  the  Strategic  Objective:  Change  the  way  ACF  does  business  by  reducing 

|  bureaucratic  levels  and  relying  more  on  teams;  maintain  or  increase  values  such  as 

|  effectiveness,  efficiency,  and  diversity  while  reducing  the  number  of  managers.   

PERFORMANCE  GOAL 

9a.      Increase  ACF's  manager-to-staff  ratio  from  1:4.6  in  FY  1993  to  1:9  by  FY 
1999. 

Baseline  and  trends: 

1993  ...  1995  1996  1997  1998  1999 
1:4.6  ...  1:5.5      1:6.1        1:7      [1.8]  [1:9] 

Data  source:  ACF  personnel  data 

|  10.  Improve  automated  data  and  management  systems 

|  Approach  for  the  Strategic  Objective:  Combine  over  30  individual  automated  grants 
I  systems  into  one  comprehensive  grant  system  that  will  process  grants  from  application  through 
j  review,  funding  decision,  award,  report  tracking,  oversight  of  fiscal  and  programmatic 
|  performance,  performance  measurement,  audit,  debt  collection,  disallowance,  and  grant 
!  closure. 


By  the  year  2000,  nearly  10.000  ACF  grant  actions  and  over  5,300  grants  awards  will  be 
processed  more  efficiently  and  effectively.  (This  improvement  will  also  overcome  the  Year  2000 
programming  flaw  embedded  in  current  grants  programs.)  (See  also  "high  impact"  goal  in 
Section  V.) 

PERFORMANCE  GOAL 

10a.     By  October  2000,  streamline  30  separate  grant  programs  into  a  single 

comprehensive  system  of  electronic  processing  and  transfers  to  benefit  grantees 
by  more  timely  and  efficient  grants  processing,  more  accurate  data,  less  down 
time  and  enabling  quicker  start-up. 

Data  source:  ACF  Administrative  records 
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Section  III:  Linkage  with  HHS  Strategic  Plan 

The  ACF  Annual  Performance  Plan  links  directly  with  three  of  the  HHS  Strategic  Plan  Goals: 

•  Improve  the  economic  and  social  well-being  of  individuals,  families,  and  communities  in 
the  United  States 

•  Improve  access  to  health  services  and  ensure  the  integrity  of  the  Nation's  health 
entitlement  and  safety  net  programs; 

•  Improve  the  quality  of  health  care  and  human  services. 

ACF  GOALS  AND  THE  HHS  STRATEGIC  PLAN 


HHS  STRATEGIC  GOALS 

Strategic  Objectives 

CORRESPONDING  ACF  STRATEGIC  GOALS 

Strategic  Objectives 

GOAL  2:  IMPROVE  THE  ECONOMIC  AND 
SOCIAL  WELL-BEING  OF  INDIVIDUALS, 
FAMILIES  AND  COMMUNITIES  IN  THE 
UNITED  STATES 

2.  I  Increase  the  economic  independence  of  families  on 
welfare 

GOAL  1:  INCREASE  ECONOMIC 
INDEPENDENCE  AND  PRODUCTIVITY  FOR 
FAMILIES 

/.  Increase  employment 

2.  Increase  independent  living 

4.  Increase  affordable  child  care 

2.2  Increase  the  financial  and  emotional  resources 
available  to  children  from  their  noncustodial  parents. 

3.  Increase  parental  responsibility 

2.3  Improve  the  healthy  development  and  learning 
readiness  of  preschool  children 

GOAL  2:  IMPROVE  HEALTHY  DEVELOPMENT, 
SAFETY  AND  WELL-BEING  OF  CHILDREN 

A  XTT*\  vri!  ITU 

AND  YUU 1 H 

5.  Increase  the  quality  of  child  care  to  promote 
childhood  development 

6.  Improve  the  health  status  of  children 

2. 4  Improve  the  safety  and  security  of  children  and 
youth 

7.  Increase  safety,  permanency  and  well-being  of 
children  and  youth 

2. 7  Improve  the  economic  and  social  development  of 
distressed  communities 

GOAL  3:  INCREASE  THE  HEALTH  AND 
PROSPERITY  OF  COMMUNITIES  AND  TRIBES 
8.  Build  healthy,  safe  and  supportive  communities 
and  Tribes 

GOAL  3:  IMPROVE  ACCESS  TO  HEALTH 
SERVICES  AND  ENSURE  THE  INTEGRITY  OF 
THE  NATION'S  HEALTH  ENTITLEMENT  AND 
SAFETY  NET  PROGRAMS 

3. 1  Increase  the  percentage  of  the  Nation's  children  and 
adults  who  have  health  insurance  coverage 

6.  Improve  the  health  status  of  children 

GOAL  4:  IMPROVE  THE  QUALITY  OF  HEALTH 
CARE  AND  HUMAN  SERVICES 

4.5  Promote  research  that  improves  quality  and 
develops  knowledge  of  effective  human  services  practice 

(ACF  research  and  demonstration  program 
investments  are  targeted  to  improve  the  quality  of 
services  related  to  objectives  1-8.) 

IMPROVE  PERFORMANCE 

GOAL  4:  BUILD  A  RESULTS-ORIENTED 
ORGANIZATION 

9.  Increase  customers'  and  partners'  satisfaction 

10.  Streamline  ACF  organizational  layers 

1 1.  Improve  automated  data  and  management 
systems 
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Section  IV:  Information  Resources  and  Capital  Assets 

A.  Information  technology  management 

With  enactment  of  the  Clinger-Cohen  Act  (also  referenced  as  the  Information  Technology 
Management  Reform  Act  of  1996  (ITMRA),  both  OMB  and  the  Congress  are  showing  increased 
interest  on  a  wide  range  of  issues  surrounding  major  information  systems.  Clinger-Cohen 
requires  agencies  to  view  their  major  Information  Technology  (IT)  acquisitions  as  capital 
investments  and  to  closely  monitor  return  on  such  investments,  to  monitor  planning  and 
performance  of  Information  Technology  programs  and  evaluate  the  performance  of  these 
programs  based  on  established  performance  measurements. 

On-going  review  of  these  investments  by  individual  agencies  and  by  the  Department  is  linked  to 
their  impact  on  and  benefit  to  the  agency's  mission.  Departmental  reviews  in  accordance  with 
Clinger-Cohen,  concerns  major  agency  information  systems  which  are  defined  by  OMB  Circular 
A- 130  as  being  particularly  critical  to  the  achievement  of  the  agency's  mission,  requiring 
particularly  close  attention  of  agency  management  during  the  system  development  and 
implementation  stages.  At  this  time,  ACF  systems  that  meet  this  criteria  that  have  been  selected 
for  review  by  the  Department  are  the  systems  development  efforts  to  expand  the  Federal  Parent 
Locator  Service  (FPLS)  in  response  to  welfare  reform  legislation  requirements  and  the 
Temporary  Assistance  for  Needy  Families  (TANF).  Based  on  Clinger-Cohen  (ITMRA) 
requirements,  ongoing  capital  investment  review  will  review  the  following: 

•  Project  Charter,  which  identifies  the  project  purpose  and  scope,  goals,  risks,  strategic 
considerations  and  other  project  constraints  and  assumptions; 

•  Project  Work  Plan,  which  includes  the  project  schedule  and  approval  check  points; 

•  Impact  Analysis,  which  identifies  impacts  the  proposed  project  will  have  on  existing 
systems  and  processes; 

Business  Case  Analysis,  which  identifies  costs  of  the  project.  It  is  a  quantitative  analysis 
of  the  project  charter,  work  plan,  and  impact  analysis; 

Performance  Measures,  which  explain  how  the  investment  contributes  to  mission 
performance. 

In  accordance  with  Clinger-Cohen.  this  information  will  be  monitored  on  an  ongoing  basis  by  the 
ACF  Chief  Information  Officer.  It  will  be  submitted  periodically  to  the  Departmental 
Information  Technology  Investment  Review  Board  (ITIRB)  for  their  ongoing  review.  Approval 
by  the  CIO  and  ITIRB  is  prerequisite  to  continued  funding  for  the  project. 

B.  Capital  asset  planning 

Major  Capital  Asset  Acquisition:  The  significant  capital  asset  acquisition  for  ACF  (based  on  the 
criteria  for  major  acquisitions  included  in  OMB  Circular  A-l  1  Part  3,  sections  300.6)  is  the 
development  of  information  systems  support  for  the  Personal  Responsibility  and  Work 
Opportunity  Reconciliation  Act  of  1996  (PRWORA). 

PRWORA  requires  ACF  to  improve  the  States'  ability  to  locate  parents  and  collect  child  support. 
The  establishment  of  systems  support  to  facilitate  the  identification  of  the  whereabouts,  earnings, 
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Section  VI:  Linkage  with  the  Budget 

Aggregation  and  Consolidation 

ACF  has  implemented  the  concepts  of  aggregation  and  consolidation  to  encourage  individual 
programs  and  program  activities  to  collaborate  and  direct  their  efforts  to  achieve  ACF-wide 
cross-cutting  program  goals.  This  approach  enables  ACF  partners  in  State,  Tribal,  and  local 
governments  and  nonprofit  and  private  agencies  to  use  the  various  program  resources  within 
ACF  to  provide  early  childhood  enrichment  and  to  increase  the  economic  and  social  well-being 
and  productivity  of  families.  ACF  does  not  have  a  direct  relationship  with  beneficiaries  and  in 
many  cases  has  a  tertiary  relationship  through  States  and  State  grantees. 

The  concept  of  aggregation  has  been  used  for  the  following  Program  &  Financing  (P&F) 
schedules  in  order  to  apply  the  same  performance  goals  and  indicators  to  all  program  activities 
within  that  schedule: 

•  Temporary  Assistance  for  Needy  Families 
Child  Support  Enforcement 

•  Low  Income  Home  Energy  Assistance 

•  Refugee  and  Entrant  Assistance 
Social  Services  Block  Grant 

The  following  program  activities  within  the  Children  and  Families  Services  Programs  P&F 
schedule  have  been  aggregated: 

•  Community  Services  programs:  Community  services  block  grants,  Community 
services  discretionary  programs 

•  Developmental  Disabilities:  State  grants,  Protection  and  advocacy,  Special  projects; 
University  affiliated  projects 

The  following  program  activities  within  a  P&F  schedule  are  free-standing: 
Family  violence/battered  women's  shelters  and  domestic  hotline; 
Head  Start 

.         Native  American  programs 

The  following  programs  have  been  consolidated  combining  activities  located  in  more  than  one 
P&F  schedule: 

Child  Care:  combining  Child  Care  Entitlement  to  States  and  Child  Care  and 
Development  Block  Grant 

•  Child  Welfare:  combining  Children's  Research  and  Technical  Assistance  and  Child 
Welfare  (Child  abuse  State  grants;  child  abuse  discretionary  grants,  Community  based 
resource  centers,  Abandoned  infants  assistance,  Temporary  child  care  and  crisis  nurseries; 
Child  welfare  services  (Foster  Care,  Adoption  Assistance,  Independent  Living,  etc.); 
Family  Preservation  and  Support;  Child  welfare  training;  Adoption  opportunities; 
Adoption  initiatives) 

•  Youth  programs:  Runaway  and  homeless  youth;  Runaway  youth  transitional  living, 
Education  and  prevention  grants  to  reduce  sexual  abuse  of  runaway  homeless  and  street 
youth 
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Cross  walk  of  ACF  goals  and  objectives  with  budget  line  items 

NOTE:  A  number  of  budget  line  items  and  their  associated  funds  apply  to  more  than  one  strategic  goal  or  objective.  These  line  items 
have  accordingly  been  listed  under  each  relevant  objective  where  there  are  associated  measures  However,  there  is  no  systematic  or  non-arbitrary 
way  to  allocate  such  line  item  funds  among  the  different  objectives.  Thus  to  avoid  duplicative  counting,  the  dollar  amounts  are  only  associated 
with  one  appearance  of  their  line  item,  usually  where  the  associated  measures  most  directly  relate  to  the  statutory  purpose  of  the  particular 
funding  amount  In  their  subsequent  appearances,  the  dollar  amounts  are  left  blank.  Allocation  of  funding  subtotals  to  each  specific  measure  or 
performance  goal  within  the  objectives  is  not  realistic  at  this  time. 


ACT  STRATEGIC  GOALS 

BUDGET  LINE  ITEMS 

FY  1999  LINE 

Strategic  Objectives 

ITEM  FUNDING 

Total  funding  per  objective 

(S  millions) 

1  INCREASE  ECONOMIC  INDEPENDENCE  AND 

State  Family  Assistance  Grants 

PRODUCTIVITY  FOR  FAMILIES 

16,438.7 

/  SficfBQSG  ILftxploynxctit 

Family  Assistance  Grants  to  Territories 

77.9 

Matching  Grants  to  Territories 

19.9 

Supplemental  Grants  for  Population 

Increases 

160.9 

Tribal  W  ork  Programs 

7.6 

TANF  Loan  Fund 

18.2 

TANF  Contingency  Fund 

27.8 

TANF  Bonus  for  Decreased 

Illegitimacy 

75.0 

TANF  Bonus  to  Reward  High 

Performance 

200.0 

Transitional  and  Medical  Services  - 

Refugee  Resettlement 

230  7 

Employment  Services  -  Refugee 

Resettlement 

130.0 

Targeted  Assistance  -  Refugee 

Resettlement 

49.5 

Preventive  Health  -  Refugees 

4.8 

Social  Services  Block  Grant 

1,909.0 

Developmental  Disabilities  -  State 

Grants 

see  note 

Welfare  Research 

15.0 

19^68.0 

Social  Services  Research 

3.0 

2.  Increase  Independent  Living 

Independent  Living  -  Foster  Care  and 

Adoption 

70.0 

Social  Services  Research 

.5 

AFDC  Payments 

97.0 

Developmental  Disabilities  -  State 

Support  Systems 

5.0 

Developmental  Disabilities  -  State 

Grants 

64.8 
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ACF  STRATEGIC  GOALS 

BUDGET  LINE  ITEMS 

FY  1999  LINE 

n  i'.m  inriNniitfn 

Total  funding  per  objective 

(S  millions) 

Developmental  Disabilities  -  Protection 

and  Advocacy  _  

see  note 

Developmental  Disabilities  -  Special 

Projects 

5.3 

Developmental  Disabilities  - 

260.1 

University  Affiliated  Projects 

17.5 

3.  Increase  Parental  Responsibility 

Federal  Incentive  Payments  -  Child 

Support 

469.0 

State  Administrative  Costs  -  Child 

Support 

2,748.8 

Federal  Parent  Locator  Service 

28.9 

3,256.7 

Access  and  Visitation  -  Child  Support 

10.0 

4.  Increase  Affordable  Child  Care 

Child  Care  and  Development  Block 

Grant 

1,182.7 

Child  Care  Mandatory 

1,243.9 

Child  Care  Matching 

2,069.7 

Child  Care  Early  Learning  Fund 

600.0 

5  098.3 

Social  Services  Research 

2  0 

i  r\/PDnvp  upa[  thv  nFVPi  opupnt  cafptv 

Child  Care  and  Development  Block 

AND  WELL-BEING  OF  CHILDREN  AND  YOUTH 

see  note 

5.  Increase  the  Quality  of  Child  Care  to  Promote 

Child  Care  Entitlement 

Early  Childhood  Development 

see  note 

Child  Care  Matching 

see  note 

Training  and  Technical  Assistance  - 

CCDBG 

8.3 

Head  Start 

4,660.0 

4,670.3 

Social  Services  Research 

2.0 

6.  Improve  the  Health  Status  of  Children 

Head  Start 

see  note 

7  Increase  Safety  and  W ell-$$e\ng  of  Children  and 

Foster  Care 

Youth 

4,183.6 

Child  Welfare  Services 

292.0 

Family  Preservation  and  Support 

275.0 

Adoption  Assistance 

868.8 

Grants 

see  note 

Developmental  Disabilities  -P&A 

see  note 

Runaway  and  Homeless  Youth 

43.7 

Transitional  Living:  Homeless  Youth 

14.9 

Education  and  Prevention  Grants  to 

Reduce  Sexual  Abuse  of  Runaway, 

Homeless  and  Street  Youth 

15.0 

Child  Abuse  State  Grants 

21.0 
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Thursday,  March  5,  1998. 


ADMINISTRATION  ON  AGING 
WITNESSES 

DR.  JEANETTE  C.  TAKAMURA,  PH.D.,  ASSISTANT  SECRETARY  FOR 
AGING 

DENNIS  P.  WILLIAMS,  DEPUTY  ASSISTANT  SECRETARY,  BUDGET,  DE- 
PARTMENT OF  HEALTH  AND  HUMAN  SERVICES 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

Our  hearings  continue  with  the  Administration  on  Aging,  and  we 
are  pleased  to  welcome  the  Assistant  Secretary  for  Aging,  Dr.  Jea- 
nette  C.  Takamura,  again,  accompanied  by  Dennis  Williams. 

Secretary  Takamura.  Thank  you  very  much. 

Opening  Statement 

Chairman  Porter,  and  members  of  the  subcommittee,  I  truly  ap- 
preciate this  opportunity  today  to  discuss  the  President's  fiscal  year 
1999  budget  request  for  the  Administration  on  Aging. 

As  you  know,  Mr.  Chairman,  I  am  really  beginning  my  fourth 
month  of  service  here  in  Washington,  D.C.,  and,  hence,  this  is  the 
first  time  I'm  appearing  before  your  committee  as  Assistant  Sec- 
retary. 

Let  me  note  that  I've  submitted  a  full  written  text  and  will  be 
extracting  from  it  this  afternoon. 

Mr.  Chairman,  I  know  that  you  are  very  well  aware  that  Amer- 
ica is  blessed  with  the  gift  of  longevity.  Over  just  the  span  of  this 
century,  we  have  seen  the  human  life  span  extend  far  more  than 
it  ever  has  over  4,000  years.  It's  quite  a  gift  and  it's  quite  a  mir- 
acle. For  the  first  time  the  average  American  can  claim  more  living 
parents  than  children,  and,  as  a  result  of  that,  it's  no  wonder  that 
the  U.S.  Census  Bureau  is  telling  us  that  in  two  short  years  we 
will  actually  see  four  generation  families  in  America. 

More  than  ever  then,  if  support  for  older  Americans  is  really  sup- 
port for  America's  families.  Cognizant  of  all  the  new  challenges  and 
the  new  opportunities  which  lay  ahead  with  American  longevity  in 
the  new  millennium,  we  have  begun  within  the  Administration  on 
Aging  to  reorient  our  work  to  be  able  to  address  the  emergent 
needs  of  older  Americans  in  the  21st  Century. 

Our  fiscal  year  1999  budget  request  totals  $871  million.  As  you 
know,  it's  the  same  funding  level  as  in  fiscal  year  1998.  This 
amount  is  dedicated  to  primarily  two  things — first  of  all,  to  improv- 
ing the  quality  of  life  of  older  Americans;  and,  secondly,  to  helping 
older  adults  and  their  families  remain  independent  and  productive. 
Funding  for  the  Administration  on  Aging's  programs  means,  in  con- 
crete terms,  at  least  one  meal  a  day  for  some  elders,  and,  in  some 
instances,  just  one  meal  a  day,  period;  the  only  hope  of  transpor- 
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tation  to  doctors  and  grocery  stores;  and  the  only  hope  of  help  and 
respite  for  many  older  Americans  and  their  caregivers.  With  that, 
I  would  note  that  in  many  regards  our  caregivers  are  really  bearing 
24-hour  concerns. 

From  my  every  day  experience  both  in  Hawaii,  as  well  as 
through  my  activities  at  the  national  level,  I  am  fully  cognizant  of 
the  extent  to  which  caregivers  often  place  themselves  at  risk  as 
they  care  for  even  more  frail  and  vulnerable  members  of  their  fami- 
lies. These  are  24-hour  a  day  concerns. 

Briefly  summarized — and  I  will  be  brief  because  I  know  that  the 
afternoon  is  getting  on — our  $871  million  request  asks  for  support 
for  nutrition  services — a  funding  request  of  about  $486  million;  for 
supportive  services  about  $300  million. 

Let  me  just  back  up  a  minute  and  note  for  you  that  two  years 
ago  we  had  a  major  evaluation  undertaken  focusing  on  our  nutri- 
tion services  programs.  That  evaluation  concluded  that  our  nutri- 
tion programs  under  the  Older  Americans  Act  are  among  the  most 
effective,  most  efficient  programs  offered  by  the  Federal  Govern- 
ment. 

What  I  would  also  then  note  is  that  there  are  supportive  services 
programs  under  Title  111(b)  of  the  Older  Americans  Act.  They  pro- 
vide 40  million  rides  annually  to  older  people — to  doctors,  to  gro- 
cery stores,  to  pharmacies,  etcetera,  and  we  are  providing  over  12 
million  responses  to  requests  for  information  and  access  to  vital 
services. 

In  addition  to  that,  of  course,  we  are  serving  about  a  million  peo- 
ple who  have  legal  services  related  concerns.  We  are  asking  for 
$9.8  million  for  in-home  services  support,  and  this  funding  will 
help  us  to  do  a  variety  of  things,  including,  for  example,  responding 
to  needs  for  home  visits  and  for  telephone  reassurance  calls.  We  al- 
ready know  that  in  the  past  fiscal  year  there  were  700,000  of  these 
needs  that  the  Aging  Network  met. 

We  are  also  asking  for  $9.2  million  to  protect  vulnerable  older 
Americans.  I'm  sure  that  you  are  well  familiar  with  what  this  fund- 
ing actually  covers.  It  includes,  of  course,  our  State  long-term  care 
ombudsman  programs,  as  well  as  programs  for  the  prevention  of 
elder  abuse  and  neglect.  It  also  addresses  State  elder  rights  and 
legal  assistance  programs,  and  outreach,  counseling  and  assistance. 

We  also  are  asking  for  your  continued  support  for  training,  re- 
search and  discretionary  programs.  These  monies  have  always  been 
used  to  enable  us  to  undertake  some  innovative  work.  I  will  note 
for  you,  that  as  we  move  into  the  21st  Century,  we  anticipate  serv- 
ing not  just  one  cohort  of  older  Americans,  but  more  and  more  we 
are  well  aware  of  the  fact  that  we  will  be  serving  three  to  four  co- 
horts. 

Just  yesterday  my  staff  and  I  were  determining  how  many  co- 
horts. We  went  back  to  the  year  1900  and  figured  out  how  many 
older  American  cohorts  we  need  to  address  in  the  next  millennium. 
It  comes  down  to  about  three  or  four.  Each  of  these  is  very  dif- 
ferent, each  has  different  needs,  different  interests,  different  wants, 
if  you  will,  and  different  levels  of  resources  available  to  them. 

We're  asking  you  for  your  support  for  our  budget  also  because  we 
are  very  much  engaged  in  Operation  Restore  Trust.  Within  the 
State  of  Illinois,  you  are  linked  in  with  this  particular  endeavor. 


1413 


Federal  administrative  funds  are  being  asked  to  support  142  full- 
time  equivalent  positions  in  the  Administration  on  Aging,  and,  of 
course,  these  142  positions  work  with  a  vast  network  that  we  call 
the  Aging  Network.  This  includes  655  State  units  on  aging — excuse 
me,  area  agencies  on  aging,  57  State  units  on  aging,  about  27,000 
providers,  6,400  senior  centers,  and  I  hope  I'm  not  forgetting  any- 
thing else  in  the  process.  I  would — oh,  yes,  221  tribal  organizations. 

Over  the  last  several  years  we  have  been  very  cognizant  of  the 
need  to  be  lean  and  mean.  We  actually  reduced  our  staff  by  about 
30  percent.  This  means  we  are  not  only  lean  and  mean — we  are 
hard-pressed  to  meet  the  requirements  of  the  Older  Americans  Act 
and  do  the  work  that  we  need  to  do  to  address  current  needs,  as 
well  as  to  anticipate  the  needs  we  foresee  in  the  next  millennium. 

I  would  simply  note  for  you,  Mr.  Chairman,  that  the  Older  Amer- 
icans Act  services  have  been  and  will  continue  to  be  the  corner- 
stone of  effective  local  systems  of  community-based  services.  We 
are  proud  to  have  provided  leadership  in  this  regard  starting  from 
1965. 

It  is  because  of  the  Older  Americans  Act  that  we  have  been  able 
to  leverage  the  coordination  services  funded  through  States,  local- 
ities and  other  Federal  sources.  I  will  note  for  you,  because  of  your 
continuing  interest  in  GPRA  that  this  year's  budget  request  in- 
cludes the  first  annual  performance  plan  required  under  GPRA. 

We  welcome  your  reactions  to  our  performance  plan  and  are  cer- 
tainly committed  to  working  with  you  and  other  members  of  Con- 
gress in  achieving  the  goals  that  are  identified  therein. 

Our  plan  for  1999  relies  on  data  which  we  have  received  from 
both  States  and  area  agencies  on  aging,  from  all  levels  of  services, 
and  I  want  to  assure  you  that  we  are  moving  toward  not  just  hav- 
ing service  outcomes  but  also  performance  outcome  measures. 

Let  me  just  say,  and  I  am  attempting  to  move  quickly  through 
my  testimony,  that  we  anticipate  very  shortly  that  76  million  baby 
boomers  will  join  the  ranks  of  older  adults.  I  am  one  of  those.  As 
one  of  the  baby  boomers,  I  not  only  know  that  we  will  comprise 
about  one-third  of  the  population,  I  not  only  know  that  we  make 
up  about  half  of  the  nation's  households,  but  I  know  that  one  out 
of  nine  of  us — and  I  certainly  hope  to  be  one  of  these  people — will 
live  to  see  at  least  90  years  of  age.  And  the  100  year  plus  category 
happens  to  be  the  most  rapidly  growing  segment  of  our  older  adult 
population. 

There  is  no  doubt  that  America's  gift  of  longevity  comes  with 
many,  many  challenges,  but  as  many  opportunities,  and  we  would 
like  to  be  able  to  take  advantage  of  the  opportunities. 

As  we  look  ahead,  it's  very  clear  to  us  that  there  is  a  lot  that 
we  can  do  to  prepare  not  only  for  America's  longevity  population, 
but  also  for  the  millennium,  and  I  would  suggest  to  you  that, 
among  other  things,  we  must  continue  to  stress  the  importance  of 
healthy  lifestyles  through  health  promotion  and  disease  prevention. 
We  must  help  people  to  understand  the  complex  maze  of  the  health 
care  and  long-term  care  systems,  and  we  must  be  sure  that  all 
Americans,  regardless  of  age  and,  certainly  those  who  are  elders, 
who  are  confronted  with  lots  of  complex  issues,  know  their  rights 
as  consumers  whether  they  are  consuming  services  from  the  public 
sector  or  the  private  sector. 
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We  also  know  that  it  is  important  to  encourage  communities  to 
develop  and  use  home  and  community-based  services,  especially 
those  that  use  strategic  cost-saving  technology.  I  would  mention 
that  we  continue  to  feel  it  extremely  important  to  encourage  ex- 
perimentation and  testing  of  best  practices. 

In  this  regard,  I  would  suggest  to  you  that  we  feel  that  we  must 
modernize  many  of  the  Older  Americans  Act  programs,  as,  again, 
we  anticipate  that  we  will  be  serving  from  three  to  four  cohorts  of 
older  Americans  in  very  short  order. 

In  closing,  let  me  just  summarize  and  emphasize  some  of  the 
things  that  I  view  to  be  my  priorities  as  the  Assistant  Secretary 
for  Aging: 

First  of  all,  we  must,  we  absolutely  must,  because  we  do  have  the 
opportunity,  ready  America  for  longevity.  It  means  making  sure 
that  our  population  understands  the  economic  security  require- 
ments that  people  will  have  as  they  age.  We  must  also  ready  Amer- 
ica for  longevity  in  terms  of  health  and  long-term  care  needs.  We 
must  modernize  our  Older  Americans  Act  programs.  We  must  con- 
tinue to  give  even  greater  emphasis  to  consumer  education  and 
protection,  particularly  as  it  relates  to  health  and  long-term  care. 
I  am,  and  the  Administration  on  Aging  will  always  be,  a  strong 
supporter  of  public  and  private  sector  partnerships.  And,  as  I  have 
said  already,  we  need  to  continue  to  pursue  vigorous  experimen- 
tation and  testing. 

We  certainly  celebrate  the  introduction  and  implementation  of 
GPRA  requirements  because  we  do  feel  that  experimentation  and 
testing  and  GPRA  requirements  go  hand  in  hand. 

The  vision  of  the  Administration  on  Aging  is  to  ensure  that  we 
have  an  America  ready  for  longevity.  We  don't  want  to  walk  into 
the  21st  Century  looking  backward  and  regretting  that  we  did  not 
put  into  place  the  policy  program,  and  service  foundation  that  is 
necessary.  It  is  really  an  America  in  which  both  present  and  future 
older  Americans  have  an  independent,  productive,  healthy  and  se- 
cure life.  We  think  that  the  budget  request  submitted  by  the  Presi- 
dent will  support  the  cornerstone  of  comprehensive  and  coordinated 
home  and  community-based  services.  We  also  expect  that  this  re- 
quest will  permit  us  to  build  on  our  existing  foundations  and  to  un- 
derwrite the  beginning  steps  that  we  need  to  take  to  implement 
our  visions  and  to  continue  to  be  responsive  and  effective  in  serving 
our  consumers  and  their  families. 

I  would  like  to  thank  you  again  for  your  time.  I  certainly  would 
be  happy  to  answer  your  questions. 

[The  prepared  statement  follows:] 
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Department  of  Health  and  Human  Services 
Statement  by  the  Assistant  Secretary  for  Aging 
Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  appreciate  this  opportunity  to  discuss  with  you  today  the  President's  fiscal  year  (FY)  1999 
budget  request  for  the  Administration  on  Aging  (AoA).  It  is  my  pleasure  to  address  you  for  the 
first  time  as  Assistant  Secretary  for  Aging.  If  I  were  to  give  you  my  vision  for  my  new  job  in  a 
single  word,  that  word  would  be  "longevity."  Americans  are  blessed  to  live  in  a  nation  where 
girls  bom  today  can  expect  to  live  79  years,  and  boys  72  years. 

For  the  first  time,  the  average  American  can  claim  more  living  parents  than  children.  It  is  not 
surprising,  therefore,  that  four-generation  American  families  will  soon  be  the  norm,  according  to 
the  census  bureau.  Now,  more  than  ever,  support  for  older  Americans  is  support  for  American 
families. 

Our  FY  1999  budget  request  totals  $871  million,  essentially  the  same  level  as  in  FY  1998.  This 
amount  reflects  the  administration's  commitment  to  programs  that  improve  the  quality  of  life  of 


1 


1416 


older  Americans,  especially  those  with  physical  and  cognitive  problems  that  put  them  at  risk  of 
institutionalization.  AoA's  programs  help  older  people  and  their  families  remain 
independent  and  productive.  Funding  for  AoA's  programs  means  at  least  one  meal  a  day  for  some 
elders,  the  only  hope  of  transportation  to  doctors  and  grocery  stores  for  others,  and  the  only 
source  of  help  and  respite  for  many  older  Americans  and  their  caregivers,  some  of  whom  may  be 
frail  and  elderly  themselves,  but  who  nonetheless  are  caring  24  hours  a  day  for  spouses,  siblings, 
and  friends. 

Briefly  summarized,  our  FY  1999  budget  request  will  provide  funding  for 

Nutrition  services,  which  provide  over  240  million  congregate  and  home-delivered  meals 
annually.  A  major  evaluation  two  years  ago  found  this  to  be  one  of  the  most  efficient  and 
effective  of  federal  programs.  It  is  targeted  to  those  most  in  need:  about  half  of  meal 
recipients  are  low-income  elders  and  17  percent  are  members  of  minority  groups. 
Nutrition  services  are  the  core  of  a  comprehensive  and  coordinated  system  of  community- 
based  services. 

Supportive  services,  which  include  transportation  -  over  40  million  rides  for  doctor  and 
pharmacy  visits,  nutrition  and  related  activities;  over  12  million  responses  for  information 
and  assistance  and  access  to  vital  services  for  seniors  and  their  families;  nearly  ten 
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million  personal  care  services  to  elderly  in  need;  and  about  one  million  legal  counseling 
sessions. 

In-home  services  for  the  frail  elderly,  which  include  an  additional  13  million  personal 
care  services  and  700,000  reassuring  visits  and  telephone  calls. 

Protection  of  vulnerable  older  Americans,  which  includes  State  long-term  care 
ombudsman  programs,  prevention  of  elder  abuse,  State  elder  rights  and  legal  assistance 
programs,  and  outreach,  counseling  and  assistance.  These  programs  are  central  to  the 
advocacy  role  mandated  by  the  Older  Americans  Act. 

Funding  for  aging  training,  research  and  discretionary  programs,  to  provide  critical 
support  for  a  number  of  activities,  including  AoA's  national  toll-free  eldercare  locator  and 
aging  resource  centers,  as  well  as  to  develop  cost-effective  long-term  care  best  practices. 
This  Title  has  also  helped  AoA  provide  immediate  disaster  assistance  to  older  persons. 

Essential  support  for  Operation  Restore  Trust,  a  very  successful  demonstration  project  to 
combat  Medicare  fraud,  abuse  and  waste,  launched  by  President  Clinton  in  1995,  which  is 
expanding  nationally.  Together  with  HCFA,  the  HHS  Office  of  the  Inspector  General 
and  the  Department  of  Justice,  we  have  worked  hard  over  the  last  three  years  to  reach  out 
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to  thousands  of  older  persons  by  recruiting  and  training  local  ombudsman,  aging  service 
providers,  volunteers  and  retired  professionals  to  identify  and  report  waste,  fraud  and 
abuse  in  their  own  states  and  communities. 

Federal  administrative  funds  will  support  142  full-time  equivalent  positions  and  related 
expenses.  The  small  staff  of  AoA  is  responsible  for  overseeing  the  vast  network  of  57 
State  units,  221  Indian  tribal  organizations  serving  more  than  300  tribes,  655  area 
agencies  on  aging  and  more  than  27,000  service  providers  throughout  the  country.  In 
keeping  with  the  Department's  downsizing  efforts,  we  have  reduced  our  staff  by  more 
than  25  percent  over  the  last  several  years,  and  are  committed  to  keeping  our  staffing 
requirements  at  a  minimum  level.  I  am  also  happy  to  report  that  the  Administration  on 
Aging  is  the  first  agency  certified  by  our  Department  as  being  in  compliance  with  the 
year  2000  computer  systems  requirements. 

Older  Americans  Act  services  are  the  cornerstone  of  effective  local  systems  of  community-based 
services,  and  provide  the  leverage  for  coordinating  services  funded  through  states,  localities  and 
other  federal  sources.  As  a  major  portion  of  our  GPRA  efforts,  we  are  strengthening  partnerships 
with  States,  tribal  organizations  and  communities  to  build  and  expand  these  systems. 

This  year's  budget  request  includes  the  first  annual  performance  plan  required  under  the 
Government  Performance  and  Results  Act  The  performance  measures  detailed  in  our  plan  are 
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linked  both  to  the  budget  and  to  the  Department's  strategic  plan.  Performance  targets  are  related 
to  resource  levels,  and  could  change  on  final  Congressional  appropriations  action.  We  look 
forward  to  hearing  your  reaction  to  our  performance  plan,  and  to  working  with  Congress  on 
achieving  the  goals  we  have  laid  out. 

Our  GPRA  performance  plan  for  FY  1999  relies  on  data  we  receive  from  states  concerning  levels 
of  service  provision.  We  are  working  with  state  and  area  agencies  on  aging  to  move  toward 
GPRA  performance  measures  that  identify  positive  outcomes  in  the  lives  of  older  Americans, 
rather  than  output  measures  concerning  the  numbers  of  services  provided  to  individuals  who 
need  them. 

Affordable  and  accessible  home  and  community-based  care  is  preferred  by  aging  and  disabled 
Americans.  Home  and  community-based  care  is,  however,  complex  and  must  be  tailored  to 
personal  needs.  The  national  network  of  State,  tribal  and  area  agencies,  and  their  service 
providers,  contribute  the  flexibility  and  responsiveness  that  make  community-based  services  so 
effective. 

The  infrastructure  for  providing  community-based  services  is  becoming  ever  more  important. 
Seventy-six  million  baby  boomers  born  between  1946  and  1964  -  one-third  of  the  population, 
who  head  up  close  to  half  of  the  nation's  households  -  will  soon  join  the  ranks  of  older 
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Americans.  According  to  the  Census  Bureau,  one  out  of  every  nine  baby  boomers  will  survive  to 
at  least  90  years  of  age. 

America's  gift  of  longevity  comes  with  many  opportunities  and  many  challenges.  Americans 
need  adequate  retirement  incomes  to  sustain  themselves  over  lengthy  lifespans.  They  need 
access  to  quality,  affordable  health  care,  secure  places  to  live,  and  transportation  that 
accommodates  declines  in  mobility.  If  these  needs  are  met,  older  Americans  can  have  an  active 
old  age,  and  the  chance  to  continue  productive  careers,  do  volunteer  work,  and  support  their 
families,  churches  and  community  groups.  The  President's  strong  support  for  Social  Security  and 
Medicare  and  the  administration's  recent  proposals  to  preserve,  strengthen  and  protect  these 
critical  programs  are  significant  steps  toward  a  healthy  longevous  society. 

We  must,  however,  begin  to  face  up  to  the  impending  costs  of  long  term  care.  A  nation  ready  for 
longevity  will  ensure  that  all  Americans  have  access  to  reliable,  user-friendly  information  about 
the  potential  and  limitations  of  long  term  care  financing  options,  which  may  include  Medicaid, 
personal  savings,  and  private  insurance.  Options  may  be  limited  by  the  health  status  and  the 
functional  limitations  of  the  older  adult,  the  services  available  locally,  and  the  benefits  package, 
eligibility  requirements,  triggers,  and  other  features  of  various  financing  plans. 

To  be  prepared  for  longevity  we  must: 
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stress  the  importance  of  healthy  lifestyles,  health  promotion,  and  disease 
prevention; 

help  people  understand  the  health  care  and  long  term  care  service  system. 
Everyone  should  know  how  to  obtain  home  and  community-based  services  such 
as  those  provided  by  the  Older  Americans  Act; 

make  sure  Americans  know  their  rights  as  consumers  of  health  and  long  term  care 
services,  as  the  President  proposed  in  his  consumer  bill  of  rights,  and  as 
safeguarded  by  the  long  term  care  ombudsman  program; 

help  consumers  understand  the  importance  of  good  discharge  planning,  long 
before  they  leave  a  hospital; 

help  communities  offer  coordinated  planning  to  develop  and  use  home  and 
community-based  long  term  care  alternatives,  especially  those  that  use  strategic, 
cost-saving  technology;  and, 

encourage  experimentation  and  testing  of  best  practices  such  as  those  which  have 
been  made  possible  through  our  research,  training  and  demonstration  program  for 
over  30  years. 
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In  closing,  I  would  like  to  review  and  emphasize  my  priorities  for  my  tenure  as  Assistant 
Secretary  for  Aging. 


We  must  give  greater  emphasis  to  consumer  education  and  protection.  This  is 
particularly  important  as  it  relates  to  health  care  and  long  term  care,  but  certainly 
applies  to  retirement  planning  as  well. 

We  must  encourage  more  public  private  partnerships  as  well  as  partnerships 
within  federal  agencies  which  can  generate  more  resources,  new  creative 
approaches,  and  which  recognize  and  address  the  diverse  needs  of  a  longevous 
population. 


o        We  need  vigorous  experimentation  and  testing  to  determine  what  is  working  and 
at  what  cost.  Important  demonstrations  are  needed  to  map  out  a  comprehensive 
plan  for  longevity  and  retirement  planning. 

The  vision  of  the  Administration  on  Aging  is  to  ensure  that  the  present  and  future  older 
Americans  have  an  independent,  productive,  healthy  and  secure  life.  The  President's  budget 
request  will  support  the  cornerstone  of  comprehensive  and  coordinated  home  and  community- 
based  services  which  are  needed  to  make  the  provisions  of  the  Older  Americans  Act  a  reality  in 
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local  communities  across  the  nation.  Our  request  will  also  continue  to  build  on  the  foundation  of 
enhancing  AoA's  ability  to  meet  its  vision,  and  to  continue  to  be  responsive  and  effective  in 
serving  our  consumers  and  their  families. 

Thank  you,  Mr.  Chairman.  My  colleagues  and  I  will  be  happy  to  answer  any  questions  which 
you  and  the  members  of  the  subcommittee  may  have. 
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OLDER  ADULTS 

Mr.  Porter.  Thank  you,  Secretary  Takamura. 

Who  do  we  define  now  as  an  older  adult?  [Laughter.] 

Secretary  Takamura.  Well,  not  you,  not  me  and  not  any  of  the 
members  of  the  Subcommittee.  [Laughter.] 

Secretary  Takamura.  I'm  not  sure.  It's  actually — — 

Mr.  Porter.  You  said  you  are  about  to  join  the  ranks  of  the  older 
adults,  and  I  don't  know  what  that  refers  to. 

Secretary  Takamura.  Right,  that's  right.  Well,  I'm  a  baby  boomer 
born  between  1946  and  1964,  so  I  anticipate  

Mr.  Porter.  All  those  people  are  going  to  be  joining  the  ranks 
of  the  older  adults?  Older  than  what? 

Secretary  TAKAMURA.  Beginning  in  the  year  2011,  they  will  begin 
to  be  65  years  of  age  plus.  So  this  is  quite — it's  going  to  be  quite 
a  remarkable  phenomenon.  I  would  actually  suggest  that  we're 
going  to  change  the  face  of  the  earth. 

Mr.  Porter.  As  an  older  adult,  I  think  we  should  make  our  cat- 
egories a  little  more  discrete  and  exclusive.  [Laughter.] 

Secretary  Takamura.  Anyone  100  plus. 

retirement  security 

Mr.  Porter.  I'll  tell  you,  my  own  personal  goal  in  this  area,  and 
I  think  the  United  States,  is  now  able  to  do  this — we  weren't  cer- 
tainly earlier  able  to  do  it,  and  I  won't  live  to  see  it  perhaps  be 
completely  implemented — but  I  think  we  are  on  the  verge  of  being 
able  to  give  every  single  American  real  retirement  security  where 
they  own  their  own  Social  Security  account  and  they  make  a  lot 
more  in  terms  of  benefits  than  the  system  can  produce  today.  I  be- 
lieve that  this  is  entirely  necessary  given  the  fact  that  we  are  liv- 
ing longer,  and  they  make  a  lot  more  in  terms  of  benefits  than  the 
system  can  produce  today.  I  believe  that  this  is  entirely  necessary 
given  the  fact  that  we  are  living  longer  and  we  have  fewer  younger 
workers  to  support  us  under  our  old  system,  and  it's  time  for  the 
United  States  to  turn  the  corner  on  this  and  devise  the  kind  of 
public  retirement  program  that  we  would  have  devised  in  the  mid- 
dle of  the  Depression  if  we  had  the  resources  to  do  it — that  is,  a 
fully  vested,  fully  funded  program.  I  think  we  are  ready  to  do  it, 
and  that  would  not  mean  that  we  wouldn't  need  an  Administration 
on  Aging.  Obviously,  there's  a  lot  of  services  that  would  still  be 
needed,  but  if  everybody  had  retirement  security,  economic  secu- 
rity, in  their  advanced  years  that  would  certainly  overcome  a  lot 
of  problems. 

Secretary  Takamura.  I  would  love  to  comment  specifically  on 
your  specific  proposal,  but  I  think  Ken  Apfel  would  probably  think 
that  that  is  something  to  which  he  would  like  to  respond. 

LEGAL  ASSISTANCE 

Mr.  Porter.  You  don't  need  to  if  you  don't  want. 

Let  me  ask  you  what  legal  assistance  is  provided?  You  mentioned 
that  several  times. 

Secretary  Takamura.  Yes,  legal  assistance  is  actually  provided  to 
older  adults  in  part  through  the  Older  Americans  Act.  You  know, 
one  of  the  benefits  of  the  legal  services  programs  of  the  Older 
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Americans  Act  is  that  in  every  State  across  the  country,  a  lot  of 
pro  bono  services  are  shaken  out  of  the  private  bar  that  might  oth- 
erwise not  be  available. 

The  truth  of  the  matter  is  that — let  me  give  you  a  very  simple 
example.  Many  people  in  planning  for  their  own  wills  are  unaware 
of  the  fact  that  there  are  specialty  attorneys  who  know  something 
about  wills,  trusts,  real  estate,  probate,  pension  law,  tax  law,  et 
cetera.  And  not  knowing  that,  they  go  to  a  friend  or  a  relative  who 
is  a  corporate  attorney  and  ask  them  to  prepare  their  will. 

We  feel  that  it  is  extremely  important  to  give  people  information 
that  gets  them  to  the  right  people.  We  feel  it's  important  to  mobi- 
lize, galvanize,  if  you  will,  the  resources  that  exist,  and  our  legal 
services  programs  permit  us  to  do  that. 

Mr.  Porter.  Thank  you. 

As  someone  who  has  been  on  the  job  only  three  and  a  half 
months,  you're  entitled  to  a  honeymoon  of  sorts  and  not  be  asked 
these  kinds  of  questions,  so  please  forgive  me. 

Secretary  Takamura.  That's  all  right.  [Laughter.] 

BUDGET  CHOICES 

Mr.  Porter.  The  President  loves  to  offer  a  budget  that  makes  in- 
creases in  many  areas  and  then  say  what  a  champion  he  is  of  the 
areas  where  he  is  making  increases.  It  seems  to  me  that  account- 
ability demands  that  in  those  areas  where  he  isn't  making  in- 
creases he  takes  blame  for  that. 

You're  being  level-funded.  Does  that  mean  that  this  Administra- 
tion doesn't  care  about  senior  citizens  in  America? 

Secretary  Takamura.  No,  I  don't  think  so.  I  think  that  we  are 
working,  as  you  well  know,  within  a  balanced  budget  environment, 
and  I  think  the  Secretary  mentioned  in  her  own  press  conference 
that  there  were  some  difficult  choices  to  be  made. 

Mr.  Porter.  Except  that  you  came  up  on  the  short  end  of  the 
choices. 

I  have  to  give  you  my  sermon,  although  you  might  have  heard 
it  earlier,  but  we  are  going  to  have  tough  choices  of  our  own,  obvi- 
ously, in  the  subcommittee  and  they're  going  to  be  tougher  than 
the  President's  because  he  just  added  some  revenues  that  aren't 
going  to  be  there,  I'm  afraid.  We  are  going  to  have  to  fit  our  spend- 
ing within  smaller  allocations  under  the  budget  process  than  other- 
wise would  be  the  case,  and  that's  going  to  make  it  very  difficult. 

STATE  SPENDING 

WTiat  money  are  the  States  putting  into  older  American  pro- 
grams, and  what  proportion  of  total  spending  on  these  programs 
comes  from  the  Federal  Government?  Are  the  States  carrying  their 
fair  share  of  the  load? 

Secretary  Takamura.  The  States  are  actually  contributing  a  very 
large  portion  of  the  monies  that  go  for  aging  services.  They  match 
the  monies  that  are  received  from  the  Administration  on  Aging.  I 
would  say  that  most  States  recognize  that  there  is  a  demographic 
revolution  going  on.  One  could  call  it  a  longevity  revolution,  and  to 
the  extent  that  they  are  able  to  put  forward  monies,  State  monies, 
if  you  will,  toward  meeting  the  needs  of  the  older  adult  population 
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we  are  seeing  that  happen,  both  for  home  and  community-based 
care,  as  well  as  to  support  staff  at  the  State  level. 

GOVERNMENT  PERFORMANCE  AND  RESULTS  ACT 

Mr.  Porter.  You  have  GPRA  responsibilities  like  every  other 
agency  and  department.  Can  you  tell  us  with  a  greater  degree  of 
specificity  where  you  are  in  all  of  that  and  where  you  get  your  data 
that  would  meet  performance  measures? 

Secretary  Takamura.  Certainly,  I  would  be  happy  to  do  that,  yes. 

You  know,  we  are  very  proud  of  the  progress  that  was  made  in 
two  areas — one,  of  course,  is  in  the  GPRA  evaluation  of  the  nutri- 
tion program,  which  suggested,  as  I  said  earlier,  that  our  nutrition 
programs  are  among  the  most  effective  and  efficient  Federal  pro- 
grams that  target  people  in  need. 

The  other  area  that  we  are  very  proud  of  is  the  evaluations  that 
was  conducted  of  our  long-term  care  ombudsman  program  by  the 
Institute  on  Medicine.  We  are  currently  in  the  process  of  develop- 
ing the  evaluation  design  and  methodology  for  our  Title  3(b)  serv- 
ices. These  services  are  a  little  bit  more  difficult  to  evaluate.  None- 
theless, what  we  are  very  proud  of  is  that  we  have  been  in  commu- 
nication, in  discussion,  in  roll-up-your-sleeve  work  sessions,  with 
representatives  of  both  our  State  units  on  aging  and  our  area  agen- 
cies on  aging. 

We  were  able  to  convince  two  leading  researchers  in  the  country 
to  donate  their  time  almost  pro  bono  to  working  with  us  to  come 
up  with  a  research  design  that  will  serve  us  well. 

So  we  feel  that  we  are  making  significant  progress  in  this  area. 

I  am  also  proud  of  the  fact  that  in  our  designing  our  strategy  and 
methodology  for  the  Title  111(b)  evaluation,  we  are  really  giving  a 
great  deal  of  emphasis  to  the  notion  of  partnership  and  collabora- 
tion. 

Mr.  Porter.  Thank  you,  Secretary  Takamura. 

I  think  the  better  answer  to  the  question  of  the  level  funding  at 
$871  million  is  that  you  weren't  there  to  advocate  because  they 
were  forming  the  budget  before  you  got  on  the  job. 

Secretary  Takamura.  Thank  you,  what  can  I  say?  [Laughter.] 

Mr.  Porter.  Mr.  Stokes? 

Mr.  Stokes.  Secretary  Takamura,  welcome  before  our  sub- 
committee. 

Secretary  Takamura.  Thank  you,  it's  an  honor  to  appear  before 
you.  I  know  you  are  retiring — we'll  miss  you. 
Mr.  Stokes.  Thank  you  so  much. 

Mr.  Porter.  No,  no,  he's  going  to  join  all  those  programs. 
[Laughter.] 

Secretary  Takamura.  Well,  I  know.  Actually,  I  was  going  to  sign 
him  up  to  be  a  volunteer  in  some  of  our  programs. 

Mr.  Stokes.  If  they're  calling  you — what  is  this  term — an  older 
adult,  I  don't  know  what  they'll  call  me.  [Laughter.] 

Secretary  Takamura.  Grand  older  adult. 

Mr.  Stokes.  Longevity,  Secretary  Takamura,  in  your  formal 
statement,  you  made  a  fascinating  statement.  You  said  for  the  first 
time  the  average  American  can  claim  more  living  parents  than 
children. 

Secretary  Takamura.  That's  right. 
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Mr.  Stokes.  And,  it  says  that  four  generation  American  families 
will  soon  be  the  norm. 
Secretary  Takamura.  That's  right. 
Mr.  Stokes.  That's  a  fascinating  statement. 
Secretary  Takamura.  Isn't  it? 
Mr.  Stokes.  It  really  is. 

Secretary  Takamura.  It's  an  indication  of  the  gift  of  longevity  be- 
cause not  every  country  in  the  world  can  say  that.  We  are  among 
a  handful  of  countries,  so  it  is  a  gift. 

Mr.  Stokes.  Even  at  the  beginning  of  this  century,  we  were  quite 
a  ways  from  that. 

Secretary  Takamura.  I  know,  that's  right.  Forty  seven  years,  av- 
erage life  span,  at  the  beginning  of  the  century  and  now  we're  up 
to  76  years  or  so. 

Mr.  Stokes.  That  is  right. 

Secretary  Takamura.  Yes. 

Mr.  Stokes.  It  shows  we  are  making  great  progress  in  that  re- 
spect. 

Secretary  Takamura.  We  are. 

Mr.  Stokes.  Last  year,  Elderly  Nutrition  Program,  though  you 
were  not  here,  I  congratulated  your  agency  on  the  elderly  nutrition 
program  evaluation. 

Can  you  talk  to  me,  just  a  little  bit,  about  the  level  of  need  in 
your  nutrition  program?  Are  you  still  having  waiting  lists  and  so 
forth? 

Secretary  Takamura.  Well,  Congressman  Stokes,  the  wait  list 
question  has  been  one  that  we  have  been  wrestling  with  for  quite 
a  while.  Part  of  the  reason  for  that  is  that  not  every  meal  site  actu- 
ally has  a  wait  list.  There  are  some  that  have  kept  wait  lists;  and 
there  are  others  that  have  not. 

We  know  that  among  those  that  have  kept  wait  lists — again,  be- 
cause there  isn't  a  set  methodology  for  actually  recording  wait 
lists — that  there  are  about  77,000  people  every  day  who  are  pur- 
portedly on  these  wait  lists,  but,  again,  we  feel  that  the  data  may 
be  needing  some  validation.  So  we're  not  quite  certain  about  that. 

Mr.  Stokes.  Well,  will  your  budget  address  this  level  of  need? 

Secretary  Takamura.  Well,  our  budget,  as  it's  currently  submit- 
ted, will  actually  address — let  me  just  say  that  from  last  year  to 
this  year,  of  course,  we  were  very  pleased  to  receive  a  three  percent 
increase  in  our  budget  of  about  $35  million.  That  provides  us  with 
a  new  baseline  for  serving  older  Americans,  and  we  hope  to  use 
that  money  to  meet  as  many  of  the  needs  that  exist  as  possible. 

HEALTH  PROMOTION/DISEASE  PREVENTION 

Mr.  Stokes.  Madam  Secretary,  let  me  ask  you  this — why  do  you 
feel  the  need  to  fund  a  separate  title  for  health  promotion,  and 
what  will  that  money  be  used  for? 

Secretary  Takamura.  Okay,  I  really  love  that  question,  and  the 
reason  I  like  that  question — thank  you  for  asking — is  because  lon- 
gevity is  a  product  of  all  the  health  promotion  success  that  we've 
had  in  this  country,  in  part.  If  you  really  look  at  how  we  can  avoid 
the  high  costs  of  health  care,  or  long-term  care,  over  the  long-term, 
one  of  the  ways  that  we  can  do  that  is  to  ensuring  that  people  re- 
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ceive  good  health  promotion,  disease  prevention  information,  and 
also  participate  in  activities  that  are  targeted  toward  that. 

We  think  it's  extremely  important  to  emphasize  the  importance 
of  health  promotion  and  disease  prevention. 

Mr.  Stokes.  Do  you  think  that  will  make  a  difference  in  the  lives 
of  older  Americans? 

Secretary  Takamura.  Absolutely,  absolutely.  There  have  been  re- 
cent studies  that  have  shown  that  even  people  who  are  in  their  80's 
and  90's  are  able  to  improve  their  health  and  improve  their 
strength  by  doing  weight-bearing  exercises,  as  examples.  This  kind 
of  information  needs  to  be  made  more  widely  known.  Our  health 
promotion  monies  help  us  to  address  depression  among  the  elderly, 
and  what  we  know  is  that  the  more  older  adults  are  connected  up 
to  social  networks  and  social  systems,  the  less  likely  they  will  be 
depressed,  the  less  likely  they  will  end  up  in  institutions. 

I  think  it's  extraordinarily  important  to  do  this  for  the  long-term. 

BABY  BOOM  GENERATION 

Mr.  Stokes.  You  mentioned  a  few  moments  ago  that  you  fell  into 
the  category  of  being  a  baby  boomer. 
Secretary  Takamura.  That's  right. 

Mr.  Stokes.  You  also  mentioned  that  in  the  year  2011  those 
baby  boomers  will  hit  60. 
Secretary  Takamura.  That's  right,  or  65. 

Mr.  Stokes.  How  is  the  Administration  on  Aging  going  to  work 
to  meet  the  needs  of  the  baby  boomers,  and  will  the  Older  Ameri- 
cans Act  be  able  to  meet  the  demand? 

Secretary  Takamura.  We  think  that  the  Older  Americans  Act 
will  meet  the  demands  of  our  baby  boomer  population,  but  some  of 
the  work  that  we  are  preparing  ourselves  to  do  as  we  march  to- 
ward the  new  millennium  is  to  ensure  that  we  decrease  the  num- 
ber of  people  who  really  are  going  to  be  in  need.  Some  of  that  we 
can  do  through  good  health  promotion  work. 

Another  quite  important  initiative,  quite  frankly,  is  that  we  real- 
ly need  to  continue  to  give  support  to  our  Eldercare  Locator,  to  our 
National  Aging  Information  Center,  and  other  initiatives  because 
we  know  that  right  now  we  have  the  eyes  and  ears  of  baby 
boomers.  Many  of  them  are  being  to  face  elder  care  responsibilities. 
Indeed,  there  is  data  to  suggest  that  our  families  are  increasingly 
more  involved  in  elder  care  than  any  other  kind  of  care. 

Baby  boomers,  quite  honestly,  are  looking  for  the  services  that 
they  can  utilize  to  help  support  their  family  members.  We  cannot 
underscore  the  importance  of  our  elder  care  locator  or  our  area 
agencies  on  aging  as  focal  points,  and  our  State  units  on  aging  for 
building  the  comprehensive  health  and  long-term  care  systems  that 
we  need. 

OLDER  WOMEN 

Mr.  Stokes.  Right  now,  as  we  see  this  increase  in  longevity,  one 
of  the  things  that  is  apparent  is  women  are  living  longer  than  men 
in  our  society. 

Secretary  Takamura.  That's  right. 

Mr.  Stokes.  Some  of  them  have  the  advantage  of  Social  Security, 
while  some  others  don't. 
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Is  this  something  that  your  agency  is  perhaps  looking  at? 

Secretary  Takamura.  We  are  very  concerned  about  that.  In  my 
reading  I  ran  across  a  very  startling  statement,  and  I  wish  I  could 
remember  the  researcher  who  made  this  statement,  but  she  said 
essentially  that  most  married  older  women  are  one  man  away  from 
poverty.  We  are  indeed  very  concerned  about.  We  think  that  the 
Social  Security  debate,  which  the  Chairman  mentioned  earlier,  is 
critical  to  this,  but  we  also  know  that  our  pension  counseling  pro- 
grams, which  are  operated  currently  in  six  States,  can  offer  the 
kind  of  technical  information  that  people  often  times  don't  have  ac- 
cess to.  We  feel  that's  important  and  we  also  think  that  there's  a 
lot  of  work  that  needs  to  be  done  to  ensure  that  our  population, 
young  and  old,  is  financially  literate. 

So,  indeed,  these  are  concerns  of  the  Administration  on  Aging. 

GOVERNMENT  PERFORMANCE  AND  RESULT  ACT 

Mr.  Stokes.  This  is  my  last  question,  if  I  still  have  some  time. 
How  well  is  your  agency  doing  in  meeting  the  GPRA  requirements 
mandated  by  Congress.  I  would  appreciate  it  if  you  would  take  a 
moment  to  elaborate  on  this  and  tell  us  whether  you  are  working 
on  strengthening  your  partnerships. 

Secretary  Takamura.  I  think  I  noted  just  very  briefly  for  you  a 
few  minutes  ago  that  indeed  we  are  doing  exactly  that.  I  would  say 
just  about  three  weeks  ago  we  had  an  opportunity  to  meet  with 
representatives  from  the  States,  as  well  as  representatives  from 
our  area  agencies,  and  we  were  pleased  to  have  in  that  meeting  as 
co-partners  or  leaders  or  collaborators,  if  you  will,  the  National  As- 
sociation of  State  Units  on  Aging  and  the  National  Association  of 
Area  Agencies  on  Aging,  and  also  two  leading  researchers  who  are 
well-known  for  their  ability  to  work  with  quantitative  and  quali- 
tative measures. 

Congressman  Stokes,  we  started  the  day,  by  literally  rolling  up 
our  sleeves  and  going  to  work  and  looking  at  some  potential  re- 
search approaches  that  we  could  take.  I  am  very  pleased  to  tell  you 
that  the  conversations  and  the  discussions  were  very  candid.  We 
moved  through  to  designing  some  approaches  so  rapidly  that  by 
noon  we  were  ready  to  get  to  specifics,  and  I  think  this  is  a  first- 
time  occurrence.  I  think  it  is  a  very  heartening  occurrence.  We  in- 
tend to  work  as  closely  with  our  partners  in  the  future  as  we  did 
that  day.  We  consider  that  a  real  breakthrough. 

Mr.  Stokes.  Madam  Secretary,  you're  doing  a  good  job,  and  we 
appreciate  your  answers. 

Secretary  Takamura.  Well,  you've  done  a  great  job. 

Mr.  Stokes.  Thank  you. 

Secretary  TAKAMURA.  Thank  you. 

Mr.  Porter.  Thank  you,  Mr.  Stokes. 

Secretary  Takamura,  we'll  have  additional  questions  for  you, 
which  we  would  ask  that  you  answer  for  the  record,  and  we  thank 
you  for  your  good  testimony,  your  direct  answers  to  our  questions. 
We  promise  you  that  next  year  we  will  schedule  you  on  a  Tuesday 
or  Wednesday  afternoon  when  more  members  will  be  here  

Secretary  Takamura.  Well,  thank  you. 

Mr.  Porter  [continuing].  Because  your  honeymoon  will  be  over 
and  all  the  tough  questions  will  follow.  [Laughter.] 
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Secretary  Takamura.  I  need  to  talk  to  you  about  honeymoons  be- 
cause when  I  got  married,  I  didn't  have  one.  So  I  have  yet  to  ever 
experience  one.  [Laughter.] 

Mr.  Porter.  Well,  thank  you  for  testifying,  and  we  look  forward 
to  working  very  closely  with  you. 

Secretary  Takamura.  Thank  you  very  much. 

Mr.  Porter.  The  subcommittee  will  stand  in  recess  until  10:00 
a.m.  Tuesday. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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ADMINISTRATION  ON  AGING 

GOVERNMENT  PERFORMANCE  AND  RESULTS  ACT 

Mr.  Porter:  We  have  discussed  the  Government  Performance  and  Results  Act  (GPRA) 
with  a  number  of  our  witnesses  this  year.  How  do  you  feel  about  the  implementation  of  the 
Act  within  your  agency?  Is  it  being  taken  seriously  by  your  people? 

Dr.  Takamura:  The  Administration  on  Aging  takes  its  responsibilities  under  GPRA 
very  seriously.  We  have  involved  people  from  across  the  agency,  not  only  in  the 
development  of  specific  performance  measures,  but  in  collaborative  efforts  we  have 
underway  with  our  partners  at  the  State,  local  and  provider  agency  levels. 

Mr.  Porter:  Has  GPRA  made  a  difference  yet  in  the  way  that  you  put  together  your 
annual  budget  request?  Or  are  you  still  doing  it  pretty  much  the  same  as  in  the  past? 

Dr.  Takamura:  GPRA  has  made  a  big  difference  in  how  we  put  our  budget  request 
together.  Agencies  know,  before  budget  negotiations  begin,  that  they  will  need  to  prove 
their  points  with  hard  data,  and  that  arguments  based  on  anecdotal  evidence  will  no  longer  be 
sufficient.  This  alone  is  a  major  difference  from  past  years. 

Mr.  Porter:  The  General  Accounting  Office  has  told  the  Committee  that  program 
evaluations  are  very  important  to  the  effective  implementation  of  the  Results  Act.  Is  your 
agency  doing  an  adequate  job  of  evaluating  its  various  programs,  in  your  opinion? 

Dr.  Takamura:  We  think  program  evaluations  are  very  important,  and  have  been 
pleased  that  the  results  of  the  evaluations  we  have  received  in  the  recent  past  ~  on  the 
nutrition  and  long-term  care  ombudsman  programs  —  show  that  our  programs  are  working 
well.  Moreover,  immediately  following  the  completion  of  a  major  national  evaluation,  one 
has  an  opportunity  to  bring  together  practitioners  in  the  field  to  discuss  program  goals  and 
intended  outcomes.  We  did  that  with  both  of  these  evaluations  and  the  results  contributed 
greatly  to  our  GPRA  efforts. 

Mr.  Porter:  Do  you  have  any  further  major  evaluations  planned  for  the  coming  year? 
If  so,  what  are  they? 

Dr.  Takamura:  We  have  an  effort  underway  in  cooperation  with  the  National 
Association  of  State  Units  on  Aging,  the  National  Association  of  Area  Agencies  on  Aging, 
and  several  top  researchers  familiar  with  the  aging  network.  This  group  is  looking  at  model 
outcomes  measures  currently  in  use  by  State  and  area  agencies  on  aging  to  measures  their 
performance  under  our  basic  services  program.  Our  intent  is  to  identify  good  outcome 
measures  and  apply  them  in  States  and  areas  where  they  are  not  currently  being  used. 
Although  this  is  a  multi-year  effort,  we  believe  that,  when  it  is  completed,  we  will  have 
reliable  performance  information  for  yearly  assessments. 
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Mr.  Porter:  GAO  also  has  pointed  out  that  agencies  must  have  reliable  data  and 
reporting  systems  to  comply  with  the  intent  of  the  Results  Act.  What  are  your  major  sources 
of  program  and  performance  data? 

Dr.  Takamura:  The  1992  amendments  to  the  Older  Americans  Act  mandated  an 
overhaul  of  AoA's  system  of  data  collection.  We  designed  a  new  system  with  the 
collaboration  of  the  network,  and  later  obtained  OMB  approval  to  implement  the  system  over 
a  number  of  years. 

We  are  in  the  second  year  of  implementation  of  this  data  system,  which  identifies  14 
distinct  service  areas  where  States  report  aggregate  output  measures.  This  year  we  will  have 
information  from  systems  of  client  registration  and  tracking  for  certain  core  services, 
allowing,  for  example  and  for  the  first  time,  an  unduplicated  count  of  the  number  of 
recipients  of  core  services,  as  opposed  to  the  measurement  of  units  of  service. 

Mr.  Porter:  Are  you  satisfied  with  the  current  systems,  or  do  you  have  actions  planned 
to  improve  them? 

Dr.  Takamura:  The  iterative  nature  of  GPRA  performance  planning  provides  us  with 
the  opportunity  to  improve  our  reporting  of  program  outputs  over  a  number  of  years  as  we 
implement  this  system.  Once  we  establish  baseline  data,  and  then  compare  the  baseline  with 
subsequent  measures,  we  will  be  able  to  draw  some  inferences  about  outcomes  for  older 
Americans.  Because  we  are  still  implementing  many  of  the  more  difficult  aspects  of  the 
system,  and  because  the  system  comes  up  for  approval  by  the  Office  of  Management  and 
Budget  this  year,  we  are  not  contemplating  major  changes  at  this  time. 

Mr.  Porter:  How  did  you  establish  the  performance  goals  that  are  outlined  in  your  '99 
Performance  Plan?  Are  they  arbitrarily  selected,  or  do  you  have  a  system  that  you  used  to 
establish  them? 

Dr.  Takamura:  We  worked  hard  on  GPRA  this  year,  in  a  cooperative  effort  with  our 
partners.  We  had  extensive  consultation  at  several  national  meetings;  through  informal 
surveys  conducted  by  our  regional  offices;  and  through  site  visits  by  our  program  and 
planning  staff  to  a  number  of  State  and  area  agencies  and  provider  agencies.  All  of  this 
information  helped  us  focus  a  GPRA  performance  plan  on  what  we  believe  are  areas  of 
concern  to  the  aging  network. 

Following  the  completion  of  the  performance  plan,  we  distributed  a  "sanitized"  version 
of  the  plan  —  that  is,  a  plan  with  specific  budget  numbers  removed  —  to  every  State  aging 
agency.  We  then  held  conference  calls  to  solicit  the  views  of  every  State  to  determine 
whether  we  had  chosen  the  right  measures.  By  and  large  the  States  agree  with  our  approach, 
and  the  meetings  have  generated  a  wealth  of  information  about  performance  measurement  in 
the  States  that  will  contribute  to  our  efforts  in  the  future. 

Mr.  Porter:  As  we  look  at  the  goals  set  out  for  '99,  it  seems  that  you  are  hoping  just  to 
maintain  the  status  quo  basically.  Is  that  a  fair  characterization? 
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Dr.  Takamura:  I  don't  think  so.  The  process  of  deciding  just  what  to  measure,  for 
example,  is  a  difficult  one.  And  we  expect,  as  a  performance  goal,  that  State  and  area 
agencies  will  be  able  to  "leverage"  greater  funding  from  other  sources  to  support  Older 
Americans  Act  service  systems.  However,  it  probably  is  fair  to  say  that  our  plan  might  have 
been  different  with  different  funding  levels. 

Mr.  Porter:  Do  you  believe  that  just  establishing  the  number  of  people  to  be  served  in 
a  given  year  is  an  adequate  performance  measure?  Is  that  a  good  measure  of  outcomes? 

Dr.  Takamura:  We  believe  our  performance  plan  complies  with  the  requirements  of 
the  GPRA  law.  I  have  described  in  my  answers  to  earlier  questions  some  of  the  cooperative 
efforts  we  have  underway  to  identify  good  outcome  measures  being  used  by  State  and  area 
agencies  on  aging,  as  well  as  our  expectation  that  additional  years  of  data  from  our  data 
collection  system  will  enable  us  to  glean  outcome  information  from  the  system. 

OLDER  AMERICANS  ACT  REAUTHORIZATION 

Mr.  Porter:  The  Older  Americans  Act,  I  believe,  has  been  unauthorized  for 
appropriations  now  for  the  last  three  years.  Is  that  correct? 

Dr.  Takamura:  Yes,  the  most  recent  authorization  expired  on  September  30,  1995. 

Mr.  Porter:  What  has  the  Administration  proposed  in  the  way  of  a  reauthorization? 
And  are  you  working  with  the  Congress  to  try  to  get  this  done? 

Dr.  Takamura:  The  Administration  proposed  comprehensive  legislation  to  reauthorize 
the  Older  Americans  Act  during  the  1 04th  Congress.  Our  proposal  sought  to  preserve  the 
strengths  of  the  Older  Americans  Act  and  highlighted  its  successes,  while  at  the  same  time 
offering  streamlining,  consolidation  and  flexibility  to  respond  to  State  and  local  needs.  Our 
plans  with  regard  to  the  reauthorization  of  the  OAA  for  the  105th  Congress  mirror,  for  the 
most  part,  our  intent  from  the  104th,  and  were  transmitted  by  Secretary  Shalala  in  the  form 
of  a  letter  to  the  Chair  early  in  the  first  session.  Although  no  final  action  has  occurred,  we 
have  been  working  with  both  the  House  and  Senate  majority  and  minority  staff  to  ensure  its 
continued  progress,  and  we  have  been  pleased  that  several  of  our  key  recommendations  have 
been  considered.  We  are  hopeful  that  we  will  continue  to  be  able  to  work  with  Congress  in  a 
bipartisan  fashion  to  engage  in  dialogue  about  areas  where  we  still  have  concerns.  The 
Administration  on  Aging  is  anxious  to  reauthorize  the  Older  Americans  Act,  as  we  continue 
to  work  to  prepare  our  nation  for  the  21st  century,  when  there  will  be  a  doubling  of  the 
population. 

Mr.  Porter:  Where  does  it  currently  stand  in  Congress? 

Dr.  Takamura:  At  this  time,  bills  to  reauthorize  the  Older  Americans  Act  have  been 
introduced  in  the  House  and  the  Senate  by  the  ranking  Minority  Members  of  our  authorizing 
Subcommittee  (Martinez,  D-CA)  and  Mikulski  (D-MD).  No  Majority  bills  have  been 
introduced,  although  they  are  anticipated  very  soon. 
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Mr.  Porter:  Are  you  still  proposing  to  transfer  the  title  V  Program  for  older  workers 
from  the  Labor  Department  to  HHS?  Is  that  part  of  your  legislative  proposal. 

Dr.  Takamura:  The  Administration  originally  proposed  a  transfer  of  this  program  as 
part  of  its  efforts  to  consolidate  aging  programs  and  services  under  the  Reinventing 
Government  Initiative  (REGO-II).  One  of  the  primary  goals  of  REGO-II  was  to  enhance  the 
coordination  of  similar  government  programs.  Initially,  the  Administration  proposed  to 
achieve  this  through  the  transfer  of  the  program  contingent  upon  reauthorization  of  the  Older 
Americans  Act.  Since  the  Congress  has  not  yet  reauthorized  the  Act,  the  Administration  has 
moved  forward  to  enhance  and  improve  coordination  of  aging  programs  and  services  through 
meetings,  discussions  between  DoL  and  DHHS  officials.  Further,  AoA  has  assigned  a  staff 
person  to  serve  as  liaison  to  ETA  and  to  directly  assist  in  the  administration  of  this  program. 
As  a  result  of  these  ongoing  efforts,  we  believe  that  it  may  be  more  advantageous  to  maintain 
the  Senior  Community  Service  Employment  Program  (SCSEP)  at  the  DoL,  at  this  time,  to 
promote  linkages  with  other  employment  and  training  programs.  We  believe  that  this 
cooperative  relationship  between  AoA  and  ETA  can  benefit  older  workers  by  assuring  open 
dialogue  and  other  positive  efforts  to  directed  at  remedying  the  issues  facing  them. 

Mr.  Porter:  Can  you  tell  us  how  many  older  Americans  were  served  by  your  various 
programs  last  year? 

Dr.  Takamura:  Our  most  recent  report  from  states  indicates  that  programs  and  services 
supported  by  the  OAA  served  an  estimated  7,453,575  persons  age  60  and  over.  Congregate 
meals  were  provided  to  2,  412,468  people.  Home  delivered  meals  were  served  to  988,738 
elderly  people.  Case  management  was  provided  to  500,572.  167,822  elderly  people 
received  Homemaker  services.  Personal  care  was  provided  to  96,  959  clients.  Chore  service 
was  received  by  66,337  people.  Assisted  transportation  served  81,478  elderly  people. 

For  the  Title  VI,  Part  A  Program  we  have  the  following  data:  Congregate  meals  were 
served  to  1,283,093  Native  Americans,  home-delivered  meals  were  served  to  1,453,097 
Native  Americans  and  supportive  services  to  2,646,416  Native  Americans. 

For  the  Title  VI,  Part  B  Program  we  have  the  following  data:  Congregate  meals  were 
served  to  38,635  Native  Hawaiians,  home-delivered  meals  were  served  to  2,814  Native 
Hawaiians  and  supportive  services  to  178,905  Native  Hawaiians. 

Mr.  Porter:  How  do  you  obtain  that  information? 

Dr.  Takamura:  The  National  Aging  Program  Information  System  (NAPIS)  which 
includes  the  State  Program  Report  (SPR)  is  the  major  source  of  information.  Aggregate 
information  on  clients,  services,  and  costs  is  reported  once  each  year  to  AoA  by  the  State 
Units  on  Aging  that  administer  Title  III  of  the  Older  Americans  Act.  States  receive  the 
information  from  Area  Agencies  on  Aging  and  service  providers  who  keep  registries  of 
clients  served  for  most  services.  For  certain  other  services,  such  as  information  and 
assistance,  service  providers  estimate  the  unduplicated  number  of  people  served.  For  the 
Title  VI  Program,  grantees  provide  the  information  through  the  Title  VI  management 
reporting  system. 
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Mr.  Porter:  Can  you  tell  us  how  many  people  are  eligible  for  services? 

Dr.  Takamura:  The  Older  Americans  Act  provides  that  all  persons  aged  60  and  over 
are  eligible  for  services.  However,  the  Act  also  provides  that: 

...preference  will  be  given  to  providing  services  to  older  individuals  with  greatest 
economic  need  and  older  individuals  with  greatest  social  need,  with  particular  attention 
to  low-income  minority  individuals,  and  include  proposed  methods  of  carrying  out  the 
preference  in  the  State  plan; 

Although  roughly  34  million  people  are  eligible  for  services  from  the  program,  about 
12  million  are  below  poverty  and  roughly  14%  of  the  total  elderly  population  are  minority 
individuals.  Our  most  recent  annual  data  show  that  39%  of  our  program  participants  were 
below  poverty  and  20%  were  minority. 

Mr.  Porter:  Your  justification  indicates  on  page  1 8  that  you  have  "no  comprehensive 
data  on  which  to  base  an  estimate  of  the  need  for  services  in  the  coming  years".  This  is  a 
statement  referring  to  the  supportive  services  program  under  Title  III.  How  are  we  going  to 
determine  the  need  for  the  program  in  that  case? 

Dr.  Takamura:  There  is  a  diversity  of  services  and  purposes  provided  for  in  the  OAA 
ranging  from  the  provision  of  information,  to  socialization,  to  keeping  people  out  of  nursing 
homes.  We  can  provide  indicators  of  need  for  specific  services.  An  example  is  the 
information  on  waiting  lists  for  home  delivered  meals.  Another  example  is  the  discrepancy 
between  the  number  of  elderly  who  are  disabled  (ADL's  and  IADL's)  and  the  supply  of 
appropriate  Home  and  Community  Based  Services  (HCBS)  available  from  all  sources  to 
address  the  disabilities.  There  is  broad  agreement  by  nearly  all  observers  that  the  system  and 
supply  of  HCBS  must  be  greatly  expanded  to  begin  to  meet  the  need. 

It  is  important  to  note  that  the  OAA  requires  decisions  regarding  which  services  will  be 
provided  to  be  made  primarily  at  the  local  level.  These  allocation  decisions  are  reflected  in 
area  plans  which  are  based  on  local  needs  assessments.  This  is  the  bottoms  up  approach  of 
the  OAA.  Over  the  next  year  we  can  begin  to  work  with  States  and  Area  Agencies  on  Aging 
to  determine  how  much  information  from  these  local  needs  assessments  is  available,  and 
how  it  might  be  helpful  in  determining  need  on  a  national  basis. 

Mr.  Porter:  What  percentage  of  the  people  served  by  your  programs  would  be 
considered  low-income?  And  how  do  you  define  low-income? 

Dr.  Takamura:  The  Older  Americans  Act  does  not  have  a  definition  for  low-income. 
According  to  our  most  recent  data,  however,  approximately  39%  of  our  program  participants 
were  in  poverty.  Poverty  is  defined  as  those  persons  whose  income  is  at  or  below  the  official 
poverty  guideline  (as  defined  each  year  by  the  Office  of  Management  and  Budget,  and 
adjusted  by  the  Secretary  of  the  Department  of  Health  and  Human  Services  in  accordance 
with  subsection  673  (2)  of  the  Community  Services  Block  Grant  Act).  For  example,  for  a 
family  unit  of  2,  the  amount  is  $10,610  in  the  contiguous  States  and  the  District  of  Columbia. 
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NUTRITION  PROGRAMS 

Mr.  Porter:  How  many  meals  are  served  every  day  by  your  nutrition  programs?  How 
does  that  compare  with  4  or  5  years  ago? 

Dr.  Takamura:  Most  recent  available  data  indicates  that  there  are  approximately 
969,000  meals  served  daily  in  Older  Americans  Act  Nutrition  Programs  compared  to 
953,600  meals  4  years  ago. 

Mr.  Porter:  What  proportion  of  the  meals  served  is  home-delivered? 

Dr.  Takamura:  Most  recent  available  data  indicates  that  approximately  49%  of  the 
meals  served  are  home-delivered  compared  to  43%  of  the  meals  4  years  ago. 

Mr.  Porter:  To  what  extent  are  the  States  permitted  to  transfer  money  from  congregate 
meals  to  home-delivered  meals? 

Dr.  Takamura:  Section  308(a)(4)(A)  states  that  a  State  may  elect  to  "transfer  not  more 
than  30  percent  of  the  funds  so  received  between  subpart  1  and  subpart  2  of  part  C,  for  use  as 
the  State  considers  appropriate  to  meet  the  needs  of  the  area  served."  Subpart  1  of  C  is 
congregate  nutrition  services  which  includes  meals  and  subpart  2  of  C  is  home-delivered 
nutrition  services  which  includes  meals. 

Mr.  Porter:  Do  most  of  the  States  transfer  all  that  they  are  allowed  to  each  year? 

Dr.  Takamura:  No,  most  states  do  not  transfer  all  that  they  are  allowed  to  transfer  each 
year.  Fiscal  Year  1996  (FY)  data  indicates  that  states  could  transfer  up  to  $109,338,000 
between  C-l  and  C-2.  States  transferred  $41,421,315  into  home-delivered  meals.  Of  this 
total,  five  states  transferred  $956,435  from  Part  B,  supportive  services  and  forty  states 
transferred  $39,279,419  from  congregate  meals  (C-l).  Five  states  transferred  $1,487,476 
from  home-delivered  meals,  C-2  to  Supportive  services,  Part  B.  As  a  result  of  transfer 
activity,  home-delivered  meals  funding  increased  by  37.7  percent  in  fiscal  year  1996.  States 
transferred  less  funds  to  home-delivered  from  congregate  in  1996  than  they  transferred  in 
FYs  1995,  1994,  and  1993. 

Mr.  Porter:  Why  wouldn't  it  make  sense  for  the  Federal  government  to  simply  allow 
the  States  to  have  one  allocation  for  nutrition  services  and  let  them  decide  where  to  spent  it? 

Dr.  Takamura:  The  Administration  does  not  agree  that  it  would  make  that  it  would  be 
better  to  consolidate  the  congregate  and  home-delivered  programs  into  one  allocation.  Each 
program  serves  a  different  population  and  meets  different  needs  of  the  older  population 
along  a  continuum  of  home  and  community-based  services.  Because  the  need  for  home- 
delivered  meals  may  be  more  immediate  and  readily  apparent,  it  is  easier  to  focus  on  the 
need  for  home-delivered  participants  while  minimizing  the  need  for  the  longer  term 
preventive  services  of  the  congregate  participants.  For  both  populations,  the  national 
evaluation  of  the  OAA  nutrition  programs,  Serving  Elders  at  Risk  by  Mathematica  Policy 
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Research,  Inc.,  found  that  the  meal  provided  is  the  primary  source  of  food  for  the  day  and 
supplies  participants  in  both  programs  with  40  to  50  percent  of  the  nutrients  needed  for 
health.  Without  this  meal,  many  congregate  and  home-delivered  participants  might  have 
insufficient  food  to  eat. 

Mr.  Porter:  Is  there  a  compelling  national  interest  in  making  sure  that  the  States  spend 
a  certain  percentage  of  their  nutrition  funds  for  congregate  meals  as  opposed  to  home- 
delivered  meals? 

Dr.  Takamura:  Yes,  there  is  compelling  national  interest  in  assuring  that  states  spend  a 
certain  percentage  of  their  funds  on  congregate  services.  It  is  imperative  that  the  congregate 
program  continue  to  meet  the  nutritional  needs  of  the  population  for  whom  the  congregate 
meal  is  the  primary  source  of  food  for  the  day.  In  addition,  it  is  imperative  to  foster  long- 
term  preventive  measures  to  maintain  the  functionality  of  older  people  within  the  community 
for  a  longer  period  of  time  and  avoid  premature  homebound  status. 

The  national  evaluation  found  that  congregate  programs  are  more  dependent  on  federal 
funding  than  are  home-delivered  programs.  Forty-eight  percent  of  the  funding  for 
congregate  nutrition  services  come  from  the  federal  government  compared  to  34  percent  of 
the  funding  for  home-delivered  nutrition  services.  State,  local  and  private  funds  comprise  17 
percent  of  the  cost  of  a  congregate  meal  and  33  percent  of  the  cost  of  a  home-delivered  meal. 
This  data  indicates  that  congregate  nutrition  services  are  more  dependent  on  federal  funding 
and  that  states,  area  agencies  on  aging,  and  local  service  providers  are  more  able  to  raise 
funds  from  other  sources  for  home-delivered  meals  than  for  congregate  meals.  Over  the  past 
ten  years,  there  have  been  increasing  federal  funds  for  home-delivered  meals,  transfers  from 
congregate  services  to  home-delivered  services  and  increased  funding  from  other  sources  for 
home-delivered  services. 

Mr.  Porter:  How  much  money  is  contributed  voluntarily  each  year  to  your  nutrition 
programs  by  the  participants  themselves? 

Dr.  Takamura:  In  fiscal  year  1997,  participants  contributed  $161,752,169  to  the  OAA 
nutrition  programs. 

Mr.  Porter:  Has  that  amount  been  increasing  over  the  years? 

Dr.  Takamura:  This  program  income  for  the  nutrition  program  has  been  increasing 
over  the  years.  Since  1989  program  income  has  increased  an  overall  6  percent  from  the  base 
year.  The  percent  increase  has  ranged  from  a  low  of  4  percent  increase  to  a  high  of  13.6 
percent  increase  over  the  base  year. 

Mr.  Porter:  There  is  no  required  contribution  as  we  understand  it.  Is  that  correct? 

Dr.  Takamura:  Yes,  that  is  correct;  there  are  no  required  contributions.  Section 
307(a)(13)(C)(i)  states  that  "each  project  will  permit  recipients  of  grants  or  contracts  to 
solicit  voluntary  contribution  for  meals...";  Section  132.67  of  45  CFR  states  that  an  older 
person  will  be  provided  with  the  opportunity  to  voluntarily  contribute  to  the  cost  of  service 
and  that  a  service  provider  may  not  deny  service  if  the  older  person  will  not  or  cannot 
contribute  to  the  cost  of  the  service. 
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Although  participants  are  not  required  to  contribute,  the  national  evaluation  found  that 
94  percent  of  congregate  and  73  percent  of  home-delivered  participants  contributed  an 
average  of  $1 .06  toward  the  cost  of  a  meal  which  accounts  for  approximately  20  percent  of 
its  cost.  These  contributions  are  made  despite  the  fact  that  most  participants  in  the  OAA 
nutrition  programs  are  either  at  poverty  or  have  incomes  below  200  percent  of  poverty.  The 
national  evaluation  data  indicates  that  35  percent  of  congregate  and  48  percent  of  home- 
delivered  participants  are  below  poverty  and  80  percent  of  congregate  and  90  percent  of 
home-delivered  are  below  200  percent  of  poverty.  In  a  1993  study,  the  Urban  Institute  found 
that  food  insecurity  was  experienced  by  individuals  whose  incomes  were  up  to  200  percent 
of  poverty.  Household  Food  Security  in  the  United  States  in  1995,  released  by  the  United 
States  Department  of  Agriculture  indicates  that  37.4  percent  of  the  population  with  incomes 
below  $10,000  experience  food  insecurity,  moderate  and  severe  hunger  and  that  25.6  percent 
of  the  population  with  incomes  below  $19,999  experience  food  insecurity,  moderate  and 
severe  hunger.  Many  participants  in  the  OAA  nutrition  programs  are  contributing  to  the  cost 
of  the  meal  despite  possible  food  insecurity  and  hunger. 

Mr.  Porter:  What  role  does  the  Department  of  Agriculture  play  in  the  nutrition 
programs? 

Dr.  Takamura:  Section  3 1 1  of  the  OAA  requires  that  the  Secretary  of  Agriculture 
make  agricultural  commodities  and  products  available  to  recipients  of  grants  or  contracts 
under  the  OAA  for  provision  of  service  in  compliance  with  the  requirements  of  Title  III  of 
the  OAA.  Recipients  of  the  grants  and  contracts  may  chose  to  either  commodities  or  cash- 
in-lieu  of  commodities.  Most  recipients  chose  cash.  The  cash  or  commodities  are  used  to 
expand  nutrition  services.  In  Fiscal  Year  1 998,  the  appropriation  for  the  USDA  Nutrition 
Program  for  the  Elderly  was  $140  million. 

Mr.  Porter:  What  is  their  annual  contribution? 

Dr.  Takamura:  The  information  is  in  this  table  which  is  submitted  for  the  record. 
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NUTRITION  PROGRAM  INCOME  ANALYSIS 


FISCAL  YEAR 

CONGREGATE  (C-l) 

HOME- 

DELIVERED  (C- 
2) 

TOTAL 

PERCENT 
INCREASE 

LUWrAithD    1 U 

BASE  YEAR 
1989 

1989 

$  98,634,041 

$53,457,164 

$152,091,205 

1990 

$  98,954,338 

$59, 318, 874 

$158,273,212 

4  .  0 

1991 

$  93,903,884 

$59,204,295 

$153, 108,279 

0.6 

1992 

$  99,  767,031 

$62, 778, 836 

$162,545,867 

6.8 

1993 

$102,661,246 

$68,402, 371 

$171, 063, 617 

12.5 

1994 

$100,868,103 

$71, 916, 576 

$172, 784, 679 

13  .6 

1995 

$  98,503,924 

$70, 074, 608 

$168, 578, 532 

10.8 

1996 

$  99,372,215 

$72,489, 728 

$171, 861, 943 

13  .0 

1997 

$  92,480,550 

$69, 271, 619 

$161, 752, 169 

6.4 

HEALTH  CARE  FRAUD  AND  ABUSE 


Mr.  Porter:  Your  agency  receives  some  funding  from  the  Health  Care  Fraud  and 
Abuse  Control  Account  which  was  established  by  the  Kennedy-Kassebaum  health  bill  a 
couple  of  years  ago.  I  believe  you  received  $1.1  million  last  year.  These  are  funds  that  you 
receive  outside  of  the  annual  appropriations  process.  What  exactly  are  you  doing  with  these 
funds? 

Dr.  Takamura:  As  you  know,  the  AoA  and  its  national  aging  network,  which  includes 
57  State  Units  on  Aging,  655  Area  Agencies  on  Aging,  221  Tribal  Organizations,  and 
thousands  of  service  providers,  play  a  key  role  in  providing  important  home  and  community- 
based  services  to  older  Americans  on  a  daily  basis.  The  AoA  has  focused  its  anti-fraud  and 
abuse  efforts  on  incrementally  training  aging  service  personnel  to  recognize  and  report 
suspected  cases  of  fraud  and  abuse.  Initial  efforts  have  been  targeted  on  training  state  and 
local  nursing  home  ombudsmen,  staff  and  volunteers  of  State  and  Area  Agencies  on  Aging, 
health  insurance  counselors,  and  other  local  service  providers. 

In  1997,  the  AoA  awarded  grants  provided  through  the  Health  Insurance  Portability 
and  Accountability  Act  (HIPAA)  to  15  State  Offices  on  Aging  to: 

1)  Provide  outreach  and  counseling  through  community-based  organizations  of 
thousands  of  aging  serviee  providers,  professionals,  and  volunteers; 

2)  develop  public  awareness  campaigns,  internet  website  information  and  training 
materials;  and 

3)  establish  mechanisms  for  the  exchange  of  information  and  best  practices  between 
different  states,  communities,  and  settings.  The  15  States  targeted  for  this 
assistance  include: 


48-269  98-46 
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Arizona,  California,  Colorado,  Florida,  Georgia,  Illinois,  Massachusetts, 
Missouri,  New  York,  Ohio,  Pennsylvania,  Tennessee,  Texas,  and  Virginia. 

The  Administration  on  Aging  is  proud  to  be  a  partner  in  the  Administration's  efforts  to 
save  taxpayers'  money  and  to  reduce  health  care  fraud.  The  AoA  hopes  to  continue  to  work 
with  its  national  aging  network  and  its  partners  in  the  Department  of  Health  and  Human 
Services  and  throughout  the  federal  government  to  expand  this  important  initiative  and  to 
protect  these  important  programs  for  seniors  now  and  for  generations  of  seniors  to  come. 

Mr.  Porter:  Who  determines  how  much  you  will  get  each  year  from  this  funding 
source? 

Dr.  Takamura:  The  Administration  on  Aging  prepares  a  proposal  to  the  Department 
detailing  how  the  funding  will  be  used.  Based  on  this  strategic  plan,  and  working  in 
conjunction  with  our  federal  partners  at  the  Department  of  Justice,  as  well  as  the  Office  of 
the  Inspector  General,  the  Health  Care  Financing  Administration,  the  Office  of  Civil  Rights, 
the  General  Counsel  and  others  within  the  Department  of  Health  and  Human  Services,  the 
Secretary  makes  the  decision  concerning  the  amount  of  funding  we  receive  for  the  projects. 

Mr.  Porter:  How  do  these  funds  differ  from  the  $2  million  that  is  set  aside  in  your 
research  and  demonstration  budget  for  "health  care  fraud/abuse"?  Or  are  you  just  basically 
doing  the  same  thing  from  both  sources  of  funding? 

Dr.  Takamura:  While  the  purpose  for  both  types  of  funding  is  the  same  -  to  help 
detect,  deter,  prevent,  and  report  waste,  fraud,  and  abuse  in  the  Medicare  and  Medicaid 
programs,  the  strategies,  methodologies,  and  implementation  of  the  two  projects  are 
different.  I  firmly  believe  that  both  efforts  are  needed  in  a  coordinated  effort  to 
comprehensively  address  this  serious  national  problem. 

As  I  described  previously,  the  funding  that  the  AoA  receives  from  the  HIPAA  grants  is 
used  to  train  aging  service  personnel  who  work  in  nursing  homes,  board  and  care  facilities, 
and  other  settings  to  help  prevent  fraud  and  abuse,  and  to  detect  these  practices  early  in  their 
operation.  In  addition,  these  aging  service  personnel  are  able  to  provide  outreach  and 
technical  assistance  to  senior  citizens  and  route  them  to  the  appropriate  source  of  assistance. 

Funding  from  our  research  and  demonstration  budget  is  used  to  test  different  strategies 
for  informing  older  persons  about  how  to  review  their  medical  statements  for  questionable  or 
fraudulent  billing  practices.  Working  neighbor  to  neighbor,  these  senior  volunteers  spread 
the  word  to  their  peers  in  senior  centers  and  other  settings  about  the  importance  of  reviewing 
their  benefits  statements.  In  effect,  these  grants  help  to  establish  a  sort  of  "neighborhood 
watch  system"  whereby  friends  and  neighbors  get  together  to  review  and  understand  their 
health  care  statements  and  to  learn  what  to  do  if  they  have  billing  questions  or  if  they  suspect 
fraudulent  billings.  The  projects  themselves  serve  as  a  sort  of  "precinct  captain"  to  help 
these  local  groups  with  recruiting,  training,  and  technical  assistance. 
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A  combination  of  both  types  of  community-based  projects,  methodologies,  and 
strategies  is  needed  in  order  to  detect  and  prevent  health  care  fraud  and  abuse  and  to  help 
minimize  costs  and  damage  to  our  health  care  system  by  detecting  and  reporting  potential 
problems  early  in  the  process. 

Mr.  Porter:  In  your  budget  justification,  you  talk  about  establishing  a  "health  care 
ombudsman/counselor"  program.  Can  you  tell  us  more  about  this  proposal? 

Dr.  Takamura:  I  see  tremendous  potential  in  the  health  care  ombudsman  concept  both 
in  helping  older  people  to  navigate  the  health  care  system,  especially  managed  care,  and  in 
protecting  the  rights  of  older  consumers.  This  model  program  would  have  the  following 
features: 

Through  the  issuance  of  cooperative  agreement  grant  awards,  the  Administration  on 
Aging  (AoA)  proposes  to  test  a  variety  of  models  under  which  health  care 
ombudsman/counselors  would:  1)  assist  consumers  to  make  health  care  choices;  2) 
help  empower  consumers  to  understand  and  assert  their  rights;  3)  work  in  partnership 
with  delivery  systems  to  improve  care  for  individuals;  and  respond  to  complaints  by 
consumers.  Other  components  of  the  proposed  program: 

Cost  and  Duration:  $5  million  per  year  for  3  years. 

Project  Types:  Mix  of  rural  and  urban  settings; 

3-4  Statewide  models  @  $500,000  per  year; 

10-12  local/community  models  @  $250,000  per  year 

1  national  support  and  technical  assistance  center  @  $300,000  per  year; 

overall  program  evaluation  project  @  $200,000  per  year. 

Project  Auspices:  Consortia  headed  by  state  and  area  agencies  on  aging, 
health  insurance  counseling  programs,  long  term  care  ombudsman  programs, 
and  other  public  and  nonprofit  organizations  representative  of  older  and  disabled 
persons. 

Functional  Components:  Information,  counseling,  guidance, 
complaint  resolution,  but  no  litigation  authority. 

Project  Responsibilities:  Maintain  consumer  confidentiality; 
protect  consumers  against  retaliation;  collect  and  report  data  on 
program  operations,  disposition  of  cases,  and  participants,  e.g., 
aggregate  demographic  characteristics—sex,  race,  age,  rural, 
urban. 

Other  Project  Options:  Use  of  hotline,  roles  for  volunteers  and 
families. 
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ALZHEIMER'S  DISEASE 

Mr.  Porter:  Why  are  you  proposing  to  move  the  Alzheimer's  demonstration  program 
from  the  Health  Resources  and  Services  Administration  to  your  agency?  Why  not  leave  it  in 
HRSA? 

Dr.  Takamura:  AoA  is  the  Federal  focal  point  and  advocacy  agency  for  older  persons 
as  mandated  by  the  Older  Americans  Act.  We  provide  leadership  for  the  national  aging 
network  for  the  development  of  community-based  services  nationwide.  This  aging  network 
is  comprised  of  57  State  units  on  aging,  655  area  agencies,  and  221  tribal  organizations  and 
thousands  of  service  providers,  senior  centers,  caregivers  and  volunteers.  AoA  is,  therefore, 
in  a  unique  position  to  serve  in  a  coordinating  role  for  the  improvement  and  expansion  of 
services  for  persons  with  Alzheimer's  disease  and  their  caregivers.  The  kinds  of  services 
needed  are  a  blend  of  both  medical  and  supportive  social  services.  Social  services  are 
critical  in  making  it  possible  for  persons  with  Alzheimer's  disease  to  remain  in  their  homes 
and  communities  as  long  as  possible,  avoiding  more  costly  institutional  care.  HRSA's  focus 
as  a  federal  agency  is  the  delivery  of  health  care  services.  AoA's  focus  is  specifically  on  the 
wide  array  of  needs  of  the  elderly,  including  the  social  service  needs  of  persons  with 
Alzheimer's  disease  and  their  caregivers.  Therefore,  because  of  its  role  in  relation  to  the 
broad  aging  network,  AoA  is  in  a  unique  position  to  encourage  and  facilitate  collaboration 
and  coalition  building,  and  more  comprehensive  and  coordinated  care  and  services.  Since 
the  majority  of  the  current  Alzheimer's  grantees  are  already  funded  by  AoA  as  part  of  the 
aging  network,  it  makes  sound  program  sense  to  more  directly  link  this  next  phase  of  the 
ADDGS  with  the  AoA  network  of  community-based  services  so  these  strategies  and 
techniques  can  be  replicated  in  other  states  and  communities. 

Mr.  Porter:  How  long  have  these  demonstrations  been  ongoing? 

Dr.  Takamura:  The  Alzheimer's  Disease  Demonstration  Grant  to  States  program 
began  as  a  three-year  demonstration  program  in  FY  1993,  and  funds  have  been  appropriated 
annually  for  continued  support  for  13  states,  and  for  the  District  of  Columbia  and  Puerto 
Rico. 

Mr.  Porter:  What  have  we  learned  from  them  so  far? 

Dr.  Takamura:  The  ADDGS  demonstration  program  has  been  extremely  successful  in 
developing  innovative  approaches  in  its  outreach  and  services  to  persons  with  Alzheimer's 
disease,  their  families  and  care  providers.  It  has  been  especially  effective  in  assisting  low- 
income  and  minority  persons,  and  those  living  in  rural  areas,  all  of  whom  generally  do  not 
benefit  from  traditional  community-based  service  systems.  In  the  first  four  years  of  the 
program,  an  aggregate  of  6,938  families  were  served  by  the  program. 

Mr.  Porter:  Is  your  agency  involved  now  in  the  administration  of  the  demonstration 
program? 
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Dr.  Takamura:  Yes.  HRSA  and  AoA  are  engaged  in  a  formal  working  relationship, 
the  goal  of  which  has  been  increased  collaboration  between  the  HRSA  community-based 
health  care  system  and  the  AoA  network  of  state  and  local  social  services  programs  for  the 
elderly  with  Alzheimer's  disease  and  for  their  families  and  caregivers.  HRSA  and  AoA 
together  have  encouraged  broader  coordination  between  Federal  and  other  entities  with 
elderly  concerns. 

Mr.  Porter:  How  does  this  demonstration  program  relate  to  the  $2  million  that  was 
included  in  your  '98  appropriation  for  Alzheimer's  demonstrations  under  your  research  and 
demonstration  budget?  Are  the  two  related  in  any  way?  Are  they  being  coordinated? 

Dr.  Takamura:  The  demonstrations  are  grants  to  states  to  develop  model  practices  for 
serving  victims  of  this  disease  and  their  families.  The  $2  million  is  earmarked  for  social 
research  into  Alzheimer's  disease  care  options,  best  practices,  and  other  Alzheimer's 
research  priorities.  And  it  is  recommended  that  these  funds  be  earmarked  for  municipalities 
with  aged  (over  60)  populations  of  over  1  million  with  preference  given  to  the  largest 
population. 

Mr.  Porter:  Your  '99  budget  includes  $10  million  for  various  research  and 
demonstration  projects.  What  is  your  current  spending  plan  for  that  $10  million? 

Dr.  Takamura:  The  AoA  proposes  to  commit  55  million  to  the  development  and 
testing  of  the  model  projects  initiated  under  the  Health  Care  Ombudsman/Counselor 
Program.  A  sum  of  $2  million  is  proposed  to  continue  and  expand  the  Health  Care  Anti- 
Fraud,  Waste,  and  Abuse  Community  Volunteers  Program.  Another  $2  million  would  be 
invested  into  applied  research  projects  to  develop  and  evaluate  new  ways  of  assisting  the 
caregivers  of  Alzheimer's  patients.  The  balance  of  SI  million  would  be  distributed  among 
several  AoA  initiatives  including  (1)  readying  America  (particularly  the  baby  boomer 
generation)  for  longevity  in  the  21s1  century  and  (2)  utilizing  older  volunteers  as  mentors  to 
assist  the  transition  from  welfare  to  work. 

Mr.  Porter:  Is  your  '99  plan  for  R&D  significantly  different  from  the  '98 
appropriation?  If  so,  tell  us  where  the  major  differences  will  be. 

Dr.  Takamura:  The  AoA  FY  '99  proposals  for  the  continuation  and  expansion  of  the 
Health  Care  Anti-Fraud,  Waste,  and  Abuse  Community  volunteers  Program  ($2  million),  and 
for  applied  research  on  assisting  the  caregivers  of  Alzheimer's  patients,  parallel  Title  IV 
program  outlays  under  the  '98  budget. 

The  innovative  Health  Care  Ombudsman/Counselor  Program  ($5  million)  was  not 
funded  in  FY'98.  Other  new  AoA  initiatives  for  '99  are  readying  America  (particularly)  the 
baby  boomer  generation)  for  longevity  in  the  21st  century  and  utilizing  older  volunteers  as 
mentors  to  assist  the  transition  from  welfare  to  work  ($1  million). 
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STAFFING 

Mr.  Porter:  You  state  in  the  justification  that  the  agency's  staffing  level  has  declined 
by  25%  over  the  past  4  years.  Yet,  we  see  on  page  5  that  your  staff  level  is  actually 
increasing  by  9  FTE's  in  '98  or  about  7  percent.  Is  that  correct? 

Dr.  Takamura:  It  is  correct  that  we  expect  to  increase  our  staff  slightly  in  FY  1998  to 
enable  AoA  to  provide  leadership  in  key  areas  of  federal  aging  policy. 

Mr.  Porter:  Are  you  now  reversing  the  decline  that  you  suffered  earlier? 

Dr.  Takamura:  In  FY  1997  AoA  began  an  intensive  organizational  development  effort. 
During  this  time  agency  staff  and  organizational  specialists  from  HHS  participated  in  a 
process  of  refining  our  mission  and  identifying  our  most  pressing  staffing  needs.  During  that 
time  the  leadership  of  AoA  decided  not  to  replace  staff  lost  to  attrition  until  the  initial 
analysis  had  clarified  our  most  critical  staffing  needs.  With  this  phase  of  our  organizational 
development  efforts  completed,  we  are  ready  to  replace  or  obtain  those  skills  most  necessary 
to  the  important  work  we  do  for  the  nation's  elderly. 
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MEDICARE  FRAUD  BENEFICIARY  KNOWLEDGE 

Ms.  Northup:  In  your  testimony  you  mentioned  your  role  in  Medicare  fraud  by 
recruiting  and  training  local  ombudsmen,  aging  service  providers,  and  volunteers  to  identify 
and  report  waste  and  fraud.  However,  the  Office  of  the  Inspector  General  has  indicated  that 
there  is  a  lack  of  beneficiary  awareness  of  Medicare  fraud  programs.  I  have  received  so 
many  letters  from  beneficiaries  who  have  carefully  read  their  billing  and  found  mistakes  and 
recommend  that  the  government  take  a  more  careful  look,  not  knowing  that  they  could  help 
the  government  with  this  project. 

Knowing  this  information,  what  is  the  Administration  on  Aging  doing  to  change 
strategy  or  to  work  harder  to  make  certain  that  beneficiaries  know  of  their  role  in  reporting 
fraud  and  abuse  in  the  Medicare  program? 

Dr.  Takamura:  We  at  the  Administration  on  Aging  agree  with  you  that  the  key  to 
preventing  and  detecting  potential  instances  of  health  care  waste,  fraud  and  abuse  is  to  better 
train  and  inform  older  persons  and  their  families  about  what  to  look  for  when  they  read  their 
billing  statements.  Funding  from  our  research  and  demonstration  budget  has  been  awarded 
to  twelve  projects  in  local  communities  for  the  purpose  of  training  older  volunteers  what  to 
look  for  when  they  review  their  medical  statements  and  who  they  should  call  if  they  have 
billing  questions  or  if  they  suspect  fraudulent  billings.  Working  neighbor  to  neighbor,  these 
older  volunteers  work  with  their  peers  in  senior  centers  and  in  other  settings  to  prevent  and 
detect  health  care  fraud  and  abuse  early  in  the  process.  We  believe  that  this  strategy  of  using 
older  persons  to  spread  the  word  from  friend  to  friend  and  from  community  to  community 
will  have  a  substantial  cumulative  impact  on  educating  beneficiaries  about  their  role  in 
reporting  fraud  and  abuse  in  the  Medicare  and  Medicaid  programs,  and  will  ultimately  return 
tens  of  millions  of  dollars  to  the  trust  fund  and  to  our  health  care  system. 

PERFORMANCE  GOALS 

Ms.  Northup:  In  many  of  your  performance  goals  you  are  simply  maintaining  services, 
which  I  am  assuming  is  because  your  budget  is  static.  What  was  your  budget  request  to  the 
Secretary  of  HHS  and  to  OMB? 

Dr.  Takamura:  For  fiscal  year  1999,  the  Administration  on  Aging's  initial  request  to 
the  Department  was  $1,000,172,000.  The  Department  of  Health  and  Human  Services 
requested  $962,700,000  from  OMB. 

CONSUMER  PROTECTION 

Ms.  Northup:  You  mentioned  your  role  in  providing  seniors  with  their  rights  of  health 
and  long  term  care  services. ..What  type  of  information  will  you  provide  and  what  will  be 
your  resources?  How  will  you  avoid  sending  out  information  which  might  inaccurately 
portray  how  a  type  of  health  care  system  is  working? 
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Dr.  Takamura:  Let  me  assure  you  that  the  AoA  will  be  compiling,  analyzing,  and 
disseminating  a  balanced,  fair,  timely,  and  accurate  account,  drawn  from  both  governmental 
and  private  sources,  concerning  the  various  health  and  long  term  care  options  open  to  older 
consumers.  We  plan  also  to  get  valuable  insights  into  this  issue  through  our  proposed  Title 
IV  Health  Care  Ombudsman/Counselor  Program  if  approved. 

Your  concern,  which  I  share,  is  that  the  older  consumer  be  given  reliable  information 
as  they  face  a  complex  array  of  decisions  regarding  their  health  and  long  term  care:  how  to 
best  plan  for  it;  who  should  provide  it;  how  to  pay  for  it.  The  choices  vary  depending  upon 
the  type  of  care:  preventive  medicine;  treatment  for  acute  illness;  long  term  care. 

Health  care  choices  for  older  and  disabled  consumers  now  are  further  complicated  by 
the  rapid  growth  of  managed  care  alternatives.  The  need  is  pressing  for  better  information, 
counseling,  guidance,  and  protection  as  vulnerable  older  and  disabled  persons  make  hard 
choices  about  what  is  for  most  an  all-important  matter:  effective  and  affordable  health  care. 
The  AoA  under  my  leadership  as  Assistant  Secretary  for  Aging  is  committed  to  meeting  that 
need. 

TRANSPORTATION 

Ms.  Northup:  The  Office  of  Inspector  General  has  indicated  that  your  agency  needs  to 
actively  promote  transportation  consortiums  and  provide  the  assistance  needed  by  state 
agencies  and  local  providers  to  promote  improvements  in  coordinated  transit  systems.  What 
has  your  agency  done  to  address  these  recommendations? 

Dr.  Takamura:  AoA  has  a  history  of  promoting  coordinated  transportation.  We  have 
taken  a  lead  role  at  the  Joint  DOT/DHHS  Coordinating  Council  on  Human  Services 
Transportation  to  discuss  how  to  stretch  dollars  and  coordinate  transportation.  AoA  has 
promoted  the  importance  of  coordinated  transportation  at  pre-  and  post-White  House 
Conferences  on  Aging  events.  AoA  was  an  active  player  in  the  ten  Federal  Transit 
Administration/Department  of  Health  and  Human  Services  regional  forums  around  the 
country  on  coordinated  transportation.  The  intent  of  the  forums  was  to  lay  out  an  agenda  for 
achieving  better  coordination  between  public  transportation  systems  and  the  vast  number  of 
special  human  service  transportation  programs  in  states  and  these  forums  were  held  in  1995 
and  1996.  More  currently,  AoA  is  working  with  the  DHHS  Transportation  Planning 
Committee  authorized  under  the  Joint  DOT/DHHS  Coordinating  Council  on  Human 
Services  Transportation.  This  Planning  Committee  was  created  to  develop  guidelines  for 
state  and  local  planning  agencies  to  achieve  specific  transportation  coordination  objectives. 
These  objectives  included  but  were  not  limited  to:  joint  identification  of  client  transportation 
needs  and  the  appropriate  mix  of  transportation  services  to  meet  those  needs;  the  expanded 
us  of  public  transit  services  to  deliver  human  services  program  transportation;  and,  cost- 
sharing  arrangements  for  program  clients  transported  by  paratransit  systems  based  on  a 
uniform  accounting  system.  Two  contracts  have  been  awarded  (one  by  DOT  and  one  by 
DHHS)  to  provide  the  background  analysis  from  which  the  Planning  Committee  will  develop 
the  planning  guidance.  This  work  is  still  in  progress. 
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NUTRITION  PROGRAMS 

Mr.  Stokes:  The  Elderly  is  one  of  the  fastest  growing  segments  of  the  population.  Can 
you  bring  the  Committee  up-to-date  on  the  nutrition  status  of  our  nation's  needy  elderly? 

Dr.  Takamura:  My 'discussion  of  the  nutritional  status  of  our  nation's  needy  elderly  will 
address  prevalence  of  poor  nutritional  status,  prevalence  of  food  insecurity  and  hunger 
among  the  elderly  and  prevalence  of  characteristics  of  nutritional  risk  and  food  insecurity 
within  the  population  served  by  OAA  nutrition  programs. 

Indicators  of  poor  nutritional  status  include  specific  components  in  the  diet;  dietary, 
clinical,  anthropometric,  hematological,  and  other  biochemical  measurements;  and  health 
conditions  or  diseases  that  may  be  associated  with  them.  Prevalence  of  poor  nutritional 
status  among  the  elderly  in  general  is  estimated  in  a  wide  range  from  five  percent  to  sixty- 
three  percent  of  the  elderly,  depending  on  the  number  of  indicators  used  and  the  residence  of 
the  individual  such  as  in  the  community,  in  the  hospital  or  in  a  nursing  home.  Geriatric 
physicians  have  estimated  that  50  percent  of  their  patients  in  the  community  are 
malnourished.  Studies  of  hospitalized  older  adults  estimate  the  prevalence  of  malnutrition  in 
the  hospital  at  6  to  39  percent.  Studies  have  also  found  that  34  percent  of  older  adults 
admitted  to  nursing  homes  from  the  community  are  malnourished.  Characteristics  that  are 
associated  with  increased  likelihood  of  poor  nutritional  status  are  common  among  older 
adults,  especially  those  participating  in  OAA  nutrition  programs. 

Household  Food  Security  in  the  United  States  in  1 995  released  in  1 997  by  the  United 
States  Department  of  Agriculture  found  that  94. 1  percent  of  older  adults  were  food  secure. 
However,  the  study  found  that  risk  factors  for  food  insecurity,  moderate  and  severe  hunger 
were  minority  status,  low  income  and  living  alone.  For  example,  21.3  percent  of  Hispanic 
elderly  experience  food  insecurity,  moderate  or  severe  hunger;  37.4  percent  of  people  with 
incomes  below  $10,000  and  25.6  percent  of  people  with  incomes  below  $19,999  experience 
food  insecurity,  moderate,  and  severe  hunger;  and  8.2  percent  of  elderly  who  live  alone 
experience  food  insecurity,  moderate  and  severe  hunger.  The  national  evaluation  of  the 
OAA  nutrition  programs,  Serving  Elders  at  Risk  by  Mathematica  Policy  Research,  Inc., 
found  that  the  OAA  nutrition  programs  serve  populations  with  the  characteristics  that  place 
them  at  risk  for  food  insecurity  or  hunger.  Although  3.9  percent  of  the  older  population  is 
Hispanic,  8.4  percent  of  OAA  nutrition  programs  participants  are  Hispanic.  Thirty-five 
percent  of  congregate  and  48  percent  of  home-delivered  participants  are  below  the  poverty 
line  ($7,900  per  individual)  and  80  percent  of  congregate  and  90  percent  of  home-delivered 
are  below  200  percent  of  poverty  ($15,800  per  individual),  placing  them  within  the  income 
range  that  the  USDA  study  indicates  increases  the  likelihood  of  food  insecurity,  moderate 
and  severe  hunger.  Approximately  57  percent  of  congregate  and  60  percent  of  home- 
delivered  participants  live  alone.  The  OAA  nutrition  programs  effectively  target  populations 
at  high  risk  of  food  insecurity  and  hunger.  However,  despite  this  effective  targeting  and 
receipt  of  at  least  one  meal  a  day,  five  days  a  week,  the  national  evaluation  found  that  10 
percent  of  congregate  and  16  percent  of  home-delivered  participants  experienced  food 
insecurity  in  the  past  month. 
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Nutritional  risk  factors  are  characteristics  associated  with  an  increased  likelihood  of 
poor  nutritional  status  such  as  poor  nutritional  intake,  poverty,  social  isolation,  functional 
impairment,  acute/chronic  diseases  or  conditions,  chronic  medication  use,  and  advanced  age. 
The  national  evaluation  found  that  the  OAA  nutrition  programs  served  individuals  at  high 
risk  due  to  socio-economic  parameters,  health  and  nutritional  factors,  and  functional 
impairments.  Compared  to  non-participants,  OAA  nutrition  program  participants  had  higher 
daily  intakes  of  key  nutrients  than  non-participants.  OAA  nutrition  programs  serve 
primarily  older  adults  who  are  in  poverty  or  low  income  in  significantly  greater  number  than 
the  general  population. 

Twenty-one  percent  of  congregate  and  76  percent  of  home-delivered  participants  have 
one  or  more  functional  impairments.  Congregate  participants  have  2.4  chronic  health 
conditions  and  home-delivered  participants  have  3  health  chronic  conditions;  26  percent  of 
congregate  and  48  percent  of  home  delivered  participants  have  been  hospitalized  or  in  the 
nursing  home  in  the  past  year.  Forty  percent  of  congregate  and  61  percent  of  home-delivered 
participants  take  3  or  more  medications  daily.  Fourteen  percent  of  congregate  and  26 
percent  of  home-delivered  participants  are  85  years  or  older. 

A  1996  study,  Meta-Analysis  of  30  Studies  Using  the  Nutrition  Screening  Initiative 
DETERMINE  Checklist*  by  Brain-Urrunaga,  Wellman,  and  Weddle,  analyzed  the  nutritional 
risk  involving  66,000  older  adults.  The  analysis  found  that  63%  of  all  older  adults  are  at 
nutritional  risk,  3 1  percent  at  high  risk  and  32  percent  at  moderate  risk.  The  meta-analysis 
divided  the  studies  into  elders  in  health  care  systems  such  as  hospitals  and  nursing  homes,  in 
congregate  and  home-delivered  meal  programs  and  general  community-dwelling  elderly. 
Those  at  highest  risk  were  in  the  home-delivered  meal  program  (84  percent)  and  nursing 
homes  (75  percent).  Home-delivered  meal  participants  were  at  the  highest  risk  of  all 
population  groups. 

The  national  nutrition  evaluation  of  OAA  nutrition  programs  used  the  same  checklist 
as  the  meta-analysis  study  and  found  that  of  congregate  participants,  22  percent  were  at  high 
risk  and  42  percent  at  moderate  risk  with  a  total  of  64  percent  at  nutritional  risk;  of  home- 
delivered  participants,  48  percent  were  at  high  risk  and  40  percent  were  at  moderate  risk  with 
a  total  of  88  percent  at  nutritional  risk. 

Thus,  the  nation's  low  income  elderly  are  disproportionately  at  risk  of  food  insecurity. 
The  OAA  nutritional  programs  are  reaching  this  population  but  even  so  there  is  a  significant 
and  growing  unmet  need. 

Mr.  Stokes:  Is  there  a  waiting  list  for  participation  in  the  nutrition  program,  and  if  so, 
how  extensive  is  it? 

Dr.  Takamura:  The  national  evaluation  of  the  OAA  nutrition  programs  indicates  that 
there  are  waiting  lists  for  home-delivered  meals  and  congregate  meals.  Approximately  41 
percent  of  home-delivered  and  9  percent  of  congregate  programs  have  waiting  lists.  The 
average  home-delivered  program  waiting  list  has  85  people  on  it  with  a  range  from  45  to 
1 58.  Roughly  this  translates  into  almost  77,000  people  per  day  on  a  home-delivered  waiting 
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list  nationally.  The  average  time  on  a  list  is  about  2.6  months.  The  average  congregate 
program  waiting  list  has  52  people  on  it  with  a  range  of  27  to  89.  Roughly  this  translates 
into  10,300  people  per  day  on  a  congregate  waiting  list  nationally.  The  average  time  on  a  list 
is  about  2  months.  Altogether  on  any  one  day,  there  may  be  87,300  people  waiting  for  meal 
service.  The  evaluation  indicated  that  there  were  more  waiting  lists  for  home-delivered 
meals  than  for  other  services.  Please  note  however,  that  meals  providers  are  not  required  to 
keep  waitlist  data.  Hence,  the  forgoing  comes  from  programs  that  have  on  their  own  accord 
maintained  wait  lists. 

Although  federal  funding  has  increased  and  the  network  leverages  significant  amounts 
of  public  and  private  funds,  individual  voluntary  contributions,  and  local  support  as  well  as 
providing  efficient  service,  the  funding  for  home-delivered  meals  has  not  kept  pace  with  the 
demands  for  service.  The  Administration  on  Aging  expects  that  this  demand  will  continue 
due  to  the  following  factors: 

-  increasing  numbers  of  older  people; 

-  increasing  numbers  of  functionally  impaired  older  people; 

-  increasing  numbers  of  older  people  experiencing  food 
insecurity; 

-  shorter  length  of  hospital  stays  for  older  people  resulting 

in  the  demand  for  short-term  home-delivered  meal  service;  and 

-  expansion  of  home  and  community-based  long-term  care  resulting 
in  the  demand  for  long-term  home-delivered  meal  service. 

Mr.  Stokes:  To  what  extent  will  the  FY  1999  budget  request  allow  you  to  address  the 
level  of  need? 

Dr.  Takamura:  The  Fiscal  Year  1999  budget  request  may  allow  the  OAA  nutrition 
programs  to  keep  up  with  the  costs  of  inflation,  especially  with  the  expected  food  cost 
increases  as  a  result  of  poor  growing  conditions  in  1998  and  possible  minimum  wage 
increases.  The  Fiscal  Year  1999  budget  request  will  allow  the  OAA  nutrition  programs  to 
continue  to  serve  approximately  the  same  number  of  meals  to  approximately  the  same 
number  of  people  as  in  the  preceding  fiscal  years. 

HEALTH  PROMOTION/DISEASE  PREVENTION 

Mr.  Stokes:  Why  do  you  feel  that  health  promotion  should  be  funded  as  a  separate 

Title? 

Dr.  Takamura:  The  gift  of  longevity  is  a  result  of  health  promotion/disease  prevention 
successes.  Although  the  Disease  Prevention  and  Health  Promotion  Services  program  is  a 
small  program,  it  allows  for  targeting  to  areas  of  the  state  in  which  the  older  residents  are 
medically  underserved  and  have  the  greatest  economic  need.  If  you  really  look  at  how  we 
can  avoid  high  costs  of  health  care,  or  long-term  care  over  the  long-term,  one  of  the  ways 
that  we  can  do  that  is  to  ensure  that  people  receive  good  health  promotion  and  disease 
prevention  information.  Funding  provided  for  Preventive  Health  Services  permits  states  and 
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communities  the  flexibility  to  meet  the  health  promotion  and  disease  prevention  needs  of 
seniors.  We  believe  it  is  important  to  continue  to  maintain  this  emphasis. 

Mr.  Stokes:  How  are  the  funds  being  used? 

Dr.  Takamura:  Funds  are  awarded  to  each  state  agency  on  aging  under  an  approved 
state  plan,  through  a  formula  grant  that  is  used  for  all  Title  III  funds.  The  funds  under 
subpart  f  of  Title  III  are  authorized  to  provide  disease  prevention  and  health  promotion 
services  and  information  at  multipurpose  senior  centers,  at  congregate  meal  sites,  through 
home  delivered  meals  programs,  or  at  other  appropriate  sites.  Health  promotion  program 
funds  may  be  used  for  a  variety  of  12  services  and  they  are: 

(1)  health  risk  assessments; 

(2)  routine  health  screening,  which  may  include  hypertension; 
glaucoma,  cholesterol,  cancer,  vision,  hearing,  diabetes, 
and  nutrition  screening; 

(3)  nutritional  counseling  and  educational  services  for 
individuals  and  the  primary  caregivers; 

(4)  health  promotion  programs,  including  programs  relating  to 
chronic  disabling  conditions  (such  as  osteoporosis  and 
cardiovascular  disease)  prevention  and  reduction  of 
effects,  alcohol  and  substance  abuse  reduction,  smoking 
cessation,  weight  loss  and  control,  and  stress  management; 

(5)  programs  regarding  physical  fitness,  group  exercise,  and 
music,  art,  and  dance-movement  therapy,  including  programs 
for  multigenerational  participation  that  are  provided  by  an 
institution  of  higher  education,  local  educational  agency 

and  a  community-based  organization; 

(6)  home  injury  control  services,  including  screening  of 
high-risk  home  environments  and  provision  of  educational 
programs  on  injury  prevention  (including  fall  and  fracture 
prevention)  in  the  home  environment; 

(7)  screening  for  the  prevention  of  depression,  coordination  of 
community  mental  health  services,  provision  of  educational 
activities,  and  referral  to  psychiatric  and  psychological 
services; 

(8)  educational  programs  on  the  availability,  benefits  and 
appropriate  use  of  preventive  health  services  covered  under 
Title  XVIII  of  the  Social  Security  Act; 

(9)  medication  management  screening  and  education  to  prevent 
incorrect  medication  and  adverse  drug  reactions; 

(10)  information  concerning  diagnosis,  prevention,  treatment, 
and  rehabilitation  of  age-related  diseases  and  chronic 
disabling  conditions  including  osteoporosis,  cardiovascular 
diseases  and  Alzheimer's  disease  and  related  disorders  with 
neurological  and  organic  brain  dysfunction; 
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(11)  gerontological  counseling;  and, 

(12)  counseling  regarding  social  services  and  follow-up  health 
services  based  on  any  of  the  services  described. 

Mr.  Stokes:  Explain  how  this  makes  a  difference  in  the  lives  of  older  Americans. 

Dr.  Takamura:  The  most  important  aspect  of  preventive  health  services  among  older 
people  is  to  maintain  health  and  functional  independence.  While  many  people  think  of 
health  problems  in  old  age  as  inevitable,  a  substantial  number  of  ailments  are  either 
preventable  or  can  be  controlled.  Preventive  health  services  encourage  older  persons  to  live 
healthy  lifestyles  that  can  reduce  the  incidence  of  costly  and  debilitating  illnesses,  such  as 
heart  disease  and  osteoporosis.  We  believe,  that  to  accommodate  the  changing  needs  of  an 
increasingly  older  society,  we  must  delay  the  onset  of  disease,  prevent  the  ill  from  being 
disabled  and  help  people  with  disabilities  preserve  function  and  prevent  further  disability. 

BABY  BOOMERS 

Mr.  Stokes:  Will  the  Older  Americans  Act  be  able  to  meet  baby  boomers'  needs,  and 
how  will  it  address  changing  needs  and  lifestyles? 

Dr.  Takamura:  Since  1965,  the  Older  Americans  Act  (OAA)  has  provided  the 
authorization  for  the  spectrum  of  services  and  programs  which  enable  millions  of  older 
persons  to  maintain  their  dignity  and  to  live  as  independently  as  possible.  OAA  funds 
provide  critical  services  such  as  transportation  and  nutrition,  and  are  also  used  for  advocacy, 
coordination  and  other  activities  which  help  meet  the  needs  and  project  the  rights  of  older 
adults.  OAA  programs  and  services  will  be  even  more  important  as  the  nation  faces  the  76 
million  baby  boomers  in  less  than  13  years.  AoA  is  focusing  attention  on  the  baby  boom 
population  and  exploring  ways  to  modernize  and  or  redesign  OAA  programs,  such  as  senior 
centers  and  transportation,  to  meet  the  needs  and  concerns  of  this  cohort  in  the  next  century. 

SECURE  RETIREMENT 

Mr.  Stokes:  Women  often  do  not  have  the  resources  needed  to  provide  for  a  secure 
retirement.  This  is  an  issue  that  needs  to  be  addressed  on  the  front-end.  How  is  the 
Administration  on  Aging  addressing  this  issue? 

Dr.  Takamura:  We  recognize  and  share  your  concern  about  the  myriad  of  issues  older 
women  face.  Almost  three-quarters  of  all  elderly  persons  with  incomes  below  the  poverty 
level  are  women.  Poverty  increases  with  age  and  is  especially  prevalent  among  older  women 
of  color  and  older  women  who  Jive  alone.  Since  1993,  AoA  has  supported  demonstration 
projects  which  provide  critical  guidance  and  assistance  to  older  workers  and  retirees  in 
pension  benefits  counseling.  These  projects  assist  older  persons  to  be  financially 
independent,  and  to  provide  necessary  training  to  help  individuals  access  their  pensions  and 
retirement  income.  The  St.  Louis,  Missouri  site  which  is  operated  by  the  Older  Women's 
League  is  focused  on  assisting  low-income  seniors,  especially  women  and  minorities. 
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We  plan  on  continuing  to  fund  pension  counseling  demonstration  projects  authorized 
under  title  IV  of  the  Older  Americans  Act.  This  will  include  new  projects  that  focus  on 
educating  spouses  and  caregivers  across  America  on  the  importance  of  savings  and 
retirement  security.  The  debate  on  Social  Security  will  also  be  critical  to  women's  need  for  a 
secure  retirement. 

AGENCY  PRIORITIES 

Mr.  Stokes:  What  initiatives  are  underway  and  what  significant  activities  are  planned 
for  FY  1999? 

Dr.  Takamura:  Over  the  next  few  years,  AoA  will  be  focusing  attention  on  the 
following  priority  areas:  health  and  long  term  care;  economic  security;  consumer  protection; 
and  the  modernization  of  OAA  services.  Particular  attention  will  be  placed  on  women  and 
minorities  as  these  priority  areas  develop. 

GOVERNMENT  PERFORMANCE  AND  RESULTS  ACT 

Mr.  Stokes:  How  well  is  the  Administration  on  Aging  doing  in  meeting  the  GPRA 
requirements  mandated  by  Congress? 

Dr.  Takamura:  We  believe  our  initial  performance  plan  complies  with  the 
requirements  of  the  GPRA  law,  although  this  year's  plan  relies  more  than  we  would  like  on 
output  and  process  measures.  We  have  several  efforts  underway  that  will  help  us  to  improve 
our  GPRA  performance  planning  in  the  future. 

First,  we  have  launched  a  cooperative  effort  involving  the  National  Association  of 
State  Units  on  Aging,  the  National  Association  of  Area  Agencies  on  Aging  and  leading 
researchers.  This  group  is  looking  at  model  outcomes  measures  currently  in  use  by  State  and 
area  agencies  on  aging  to  measures  their  performance  under  our  basic  services  program.  Our 
intent  is  to  identify  good  outcome  measures  and  apply  them  in  States  and  areas  where  they 
are  not  currently  being  used.  Although  this  is  a  multi-year  effort,  we  believe  that,  when  it  is 
completed,  we  will  have  reliable  performance  information  for  yearly  assessments. 

We  also  have  obtained  the  help  of  researchers  from  outside  the  agency  to  glean 
outcome  information  from  the  National  Aging  Program  Information  System  (NAPIS),  our 
existing  data  collection  system. 

Mr.  Stokes:  Please  update  the  Committee  on  how  you  are  strengthening  your 
partnerships. 
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Dr.  Takamura:  We  have  involved  the  national  associations  that  represent  State  and 
area  agencies  on  aging  in  the  effort  I  have  just  described  to  identify  outcome  measures  now 
being  used  by  States  and  localities.  Beyond  that,  we  have  tried  to  involve  our  partners  at 
every  step  of  the  way  in  the  GPRA  process.  We  made  presentations  at  national  meetings;  we 
visited  several  States  and  interviewed  staff  from  State  and  area  agencies  and  providers 
agencies;  and  our  regional  offices  conducted  informal  surveys  about  State  practices  in  the 
areas  of  performance  measurement  and  planning. 

When  we  completed  our  initial  GPRA  performance  plan  for  fiscal  year  1999,  we  sent  a 
copy  (with  budget  numbers  removed)  to  every  State.  We  then  held  conference  calls  to  solicit 
input  from  all  States  on  our  approach  to  GPRA.  Their  response  was  largely  supportive. 
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Department  of  Health  and  Human  Services 

Administration  on  Aging 

For  carrying  out,  to  the  extent  not  otherwise  provided,  the  Older  Americans  Act  of  1965,  as 
amended  and  sections  398,  399,  and  339 A  of  the  Public  Health  Service  Act  [$865,050,0001 
$871,050,000:  [Provided  further,  That  of  the  funds  appropriated  to  carry  out  section  303  (a) 
(1)  of  such  Act,  $4,449,000  shall  be  available  for  carrying  out  section  702  (a)  of  such  Act  and 
$4,732,000  shall  be  available  for  carrying  out  section  702(b)  of  such  Act:]  Provided  further, 
That  notwithstanding  section  309(b)(1)  of  such  Act,  the  amounts  available  to  each  State  for 
administration  of  the  State  plan  under  title  III  of  such  Act  shall  be  reduced  not  more  than  5 
percent  below  the  amount  that  was  available  to  such  State  for  such  purpose  for  fiscal  year 
1995:  Provided further,  That  in  considering  grant  applications  for  nutrition  services  for  elder 
Indian  recipients,  the  Assistant  Secretary  shall  provide  maximum  flexibility  to  applicants 
who  seek  to  take  into  account  subsistence,  local  customs  and  other  characteristics  that  are 
appropriate  to  the  unique  cultural,  regional  and  geographic  needs  of  the  American  Indian, 
Alaskan  and  Hawaiian  native  communities  to  be  served.  (Department  of  Health  and  Human 
Services  Appropriations  Act,  1998) 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  ON  AGING 

Ehibit  E 

Amounts  Available  for  Obligation 


1997  1998  1999 

Actual  Appropriation  Estimate 

Appropriation: 

Annual  $836,130,000  1/  $871,050,000  1/  S871,050„000 


Offsetting 
Collections  from 

Federal  Funds  2,000,000  0  0 

Unobligated  balance 
Available 

start  of  year  0  0  0 


Unobligated  balance 
available 

end  of  year  0  0  0 


Unobligated 
balance  lapsing 


Total  Obligations  $838,130,000  $871,050,000  $871,050,000 


1/  Comparable  Adjustment  to  show  transfer  from  Health  Resources  and  Services  Administration 
(HRSA)  for  Alzheimer 's  Disease  Demonstration  Grants. 
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SUMMARY  OF  CHANGES 


(151,000) 


(130,000) 
(281,000) 
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FTE 


Budget  Authority  by  Activity 
(Dollars  in  Thousands) 


FY  1997 
Actual 


FTE 


FY  1998 
Enacted 


Exhibit  G 

FY  1999 
FTE  Estimate 


Supportive  Services  &  Centers  1/ 
Congregate  Meals 
Home-Delivered  Meals 
Grants  to  Indian  Tribes 
In-Home  Services-Frail  Elderly 
Preventive  Health  Services 
Research,  Training  &  Discretionary 
Protection  of  Vulnerable  Older  Americans  1/ 
Alzheimer's  Disease  Demo.  Grants  V  3/ 
Program  Administration 
Total  Aging  Service  Programs 


130 


291,375 
364,535 
105,339 
16,057 
9,263 
15,623 
4,000 
9,181 
5,999 
14,758 
836,130 


139 


300,319 
374,412 
112,000 
18,457 
9,763 
16,123 
10,000 
9,181 
6,000 
14,795 
871,050 


141 


300,319 
374,412 
112,000 
18,457 
9,763 
16,123 
10,000 
9,181 
6,000 
14,795 
871,050 


Transfer  from  HCFA 
-Operation  Restore  Trust 


,100 


1  $ 


MOO 


1  s 


1,495 


1/  $4,449  and  $4,732  million  earmarked  for  Ombudsman  and  Elder  Abuse  under  Title  VII 
2J  Transferred  from  Health  Resources  and  Services  Administration 
3/  FY  1998  amount  rounded  for  presentation  purposes 
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Budget  Authority  by  Object 


Appropriation 

Full-time  Equivalent  Employment.   140 

Full-time  Equivalent  of  Overtime 

and  Holiday  Hours   1.0 

Average  SES  Salary.   $107,347 

Average  GS  Grade   13/3 

Average  GS  Salary   $59,772 

ttion: 

Full-time  permanent.   8,803,000 

Other  than  full-time  permanent   131,000 

Other  personnel  compensation.   40,000 

Subtotal  Pay  Costs.   8,994,000 

Personnel  Benefits.   1,351,000 

Benefits  to  Former  Personnel   0 

Subtotal  Pay  Costs   10,345,000 

Other  Services: 

Project  contracts   0 

Other  services   2,331,000 

Subtotal  Other  Contractual  Services   2331,000 

Travel  and  Transportation  of 

Persons.   214,000 

Transportation  of  Things.   7,000 

Rent,  Communications  ft  Utilities: 

Rental  payments  to  GSA.   1,338,000 

Communications,  utilities, 

&  miscellaneous  charges   260,000 

Printing  and  Reproduction.   1 14,000 

Supplies  and  Materials.   86,000 

  100,000 

  856,255,000 

Subtotal  Non-Pay  Costs   858,374,000 

Total  Budget  Authority 

by  Object  $871,050,000 


1999 
Estimate 


Decrease 


1.0 

$110,198 
13/3 
$60,334 


9,010,000 
153,000 
41,000 
9,204,000 

1,382,000 

0 

10,586,000 


2,243,000 
2,243,000 


214,000 
7,000 

1,378,000 

218,000 

44,000 

75,000 

30,000 

856,255,000 
858,221,000 


0 

2,851 
562 


207,000 
2,000 
1,000 

210,000 

31,000 
0 

241,000 


0 

(88,000) 
(88,000) 


0 
0 

40,000 
(42,000) 
(70,000) 
(11,000) 
(70,000) 

mm, 


$871,050,000 
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Administrative  Costs 

(Budget  Authority) 

1998 
Current 
Estimate 


1999 
Estimate 


Increase  or 


Personnel  Compensation: 

Fun-time  penrianent  (11.1)   8,803,000  9,010,000  207,000 

Other  than  full-time  permanent  (11.3)   151,000  153,000  2,000 

Other  personnel  compensation  (11.5)   40,000  41,000  1,000 

Total  Personnel  Compensation  (11.9)   8,994,000  9,204,000  210,000 

Civilian  Personnel  Benefits  (12.1)   1,351,000  1,382,000  31,000 

Benefits  to  Former  Personnel  (1^.0).. .  0  0  0 

Subtotal  Pay  Costs   10,345,000  10,586,000  241,000 

Other  Services  (25.2)   2,331,000  2,243,000  (88,000) 

Travel  (21.0)   214,000  214,000  0 

Transportation  of  Things  (22.0)   7,000  7,000  0 

Communications,  Utilities, 

&  Miscellaneous  Charges  (23.3)...   260,000  218,000  (42,000) 

Printing  and  Reproduction  (24.0)   114,000  44,000  (70,000) 

Supplies  and  Materials  (26.0)...„   86,000  75,000  (11,000) 

Subtotal  Non-Pay  Costs   3,012,000  2,801,000  (211,000) 

Total   $13,357,000  $13,387,000  $30,000 
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ADMINISTRATION  ON  AGING 

Significant  Items  in  Conference  Report  105-390 

[Senior  Hotlines]-  The  conferees  expect  the  Administration  on  Aging  to  ensure  that  States  that  have 
previously  received  or  are  currently  receiving  grant  funding  for  senior  legal  hotlines  are  not  disqualified 
competing  for  future  grant  funding. 

Action  Taken  or  to  be  Taken 

The  Administration  on  Aging  will  allow  current  and  previous  grantees  to  compete  for  grant  funding  for 
senior  legal  hotlines  in  FY  1998. 

[Inaccurate  Medicare  billings]-  The  conferees  recognize  the  Council  of  Senior  Centers  and  Services  of 
New  York  City,  Inc.  for  its  grassroots  model  program  to  detect  and  report  inaccurate  'Medicare  billings  and 
strongly  urge  the  Department  to  continue  to  work  with  CSCS  on  this  effort. 

Action  Taken  or  to  be  Taken 

The  Department  supports  the  work  of  the  Council  of  Senior  Centers  and  Services  of  New  York  City 
Inc.  and  will  continue  to  work  with  CSCS  in  Medicare  fraud  efforts. 

[Policy  and  technical  support  to  States]-  In  view  of  the  regional  office  consolidation,  the  conferees  expect 
the  Administration  on  Aging  to  ensure  that  States  will  experience  no  decline  in  policy  and  procedural 
direction  or  technical  assistance  and  support  so  that  the  needs  of  the  elderly  continue  to  be  met  in  a  timely 
and  comprehensive  fashion. 

Action  Taken  or  to  be  Taken 

The  Administration  on  Aging  will  continue  to  provide  timely  and  comprehensive  technical  assistance 
and  procedural  direction  to  States  previously  served  by  the  Region  HI  office  in  Philadelphia,  PA. 

[Aging  research  and  training]-  The  conferees  concur  in  Senate  Report  language  concerning  aging 
research  and  training  activities;  however,  the  conference  agreement  includes  $2,000,000  for  social  research 
into  Alzheimer's  disease,  as  described  in  the  Senate  Report. 

Action  Taken  or  to  be  Taken 

AoA  is  currently  developing  a  program  of  applied  research  into  caregiving  options  for  Alzheimer's 
victims. 
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Significant  Items  in  Senate  Report  105-58 

[Native  Hawaiians]  -  The  Committee  has  included  a  provision  carried  in  last  year's  bill  which  requires  the 
Assistant  Secretary  to  provide  the  maximum  flexibility  to  applicants  who  seek  to  take  into  account 
subsistence,  local  customs,  and  other  characteristics  that  are  appropriate  to  the  unique  cultural,  regional, 
and  geographic  needs.  The  provision  clarifies  that  applicants  who  serve  American  Indian,  native  Hawaiian, 
and  Alaska  Native  recipients  in  highly  rural  and  geographically  isolated  areas  are  permitted  to  continue  to 
tailor  nutrition  services  that  are  appropriate  to  the  circumstances  associated  with  the  served  population.  In 
addition,  in  an  effort  to  meet  the  needs  of  the  native  Hawaiian  elderly  population  sufficiently,  the 
Committee  urges  the  native  Hawaiian  grantee  to  coordinate  with  the  Lunalilo  Home,  the  only  care  facility 
for  aged  native  Hawaiians. 


[Detection  of  fraud  and  abuse]-  The  recommendation  includes  $2,000,000  to  continue  the  initiative  begun 
last  year,  with  funds  transferred  from  the  Health  Care  Financing  Administration,  to  test  different  models 
designed  to  train  retirees  in  local  communities  in  detection  and  reporting  of  Medicare  waste  and  abuse. 
Although  this  second  year  funding  is  provided  directly  to  the  Administration  on  Aging,  the  Commissioner  is 
expected  to  continue  consultation  with  other  affected  agencies,  including  the  Office  of  Inspector  General 
and  the  General  Accounting  Office. 

[Aging  research  and  training]  -  Within  the  funds  provided,  the  Committee  has  included  $260,000  for  the 
National  Asian  Pacific  Center  on  Aging  to  continue  an  existing  grant  directed  to  developing  strengthening, 
and  expanding  linkages  of  a  rapidly  growing  Asian  Pacific  aging  community  with  local,  State,  and  national 
community  service  providers  and  organizations. 

[Aging  research  and  training]-  Within  the  amount  provided  for  the  National  Indian  Council  on  Aging,  the 
Committee  has  included  sufficient  funds  to  continue  an  existing  grant  to  increase  Indian  elder  awareness 
and  participation  in  the  public  policy  issues  that  directly  impact  all  of  Indian  country. 

[Aging  research  and  training]  -  The  Committee  recommendation  includes  funding  for  the  pension 
counseling  demonstration  projects  authorized  under  title  IV  of  the  Older  Americans  Act  to  both  continue 
existing  projects  and  create  additional  projects  in  other  regions  of  the  country.  Pension  counseling  projects 
provide  information,  advice,  and  assistance  to  workers  and  retirees  about  pension  plans,  benefits,  and 
pursuing  claims  when  pension  problems  occur. 

[Aging  research  and  training]-  The  Committee  recommendation  also  includes  sufficient  funding  for  a 
program  that  focuses  on  educating  spouses  across  America  on  the  importance  of  savings  and  retirement 
security.  The  Committee  urges  that  full  and  fair  consideration  be  given  to  a  proposal  from  the  Women's 
Institute  for  a  Secure  Retirement  in  this  regard. 
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Significant  Items  in  Senate  Report  105-58 

[Alzheimer's  research]-  The  Committee  urges  the  Secretary  to  provide  $1,000,000  for  social  research  into 
Alzheimer's  disease  care  options,  best  practices,  and  other  Alzheimer's  research  priorities,  including  respite 
care,  assisted  living  the  impact  of  intervention  by  social  service  agencies  on  victims,  and  related  needs.  The 
Committee  recommends  this  research  utilize  and  give  discretion  to  municipalities  with  aged  populations 
(over  the  age  of  60)  of  over  1  million  with  preference  given  to  the  largest  population.  The  Committee  also 
recommends  that  unique  partnerships  to  effect  this  research  be  considered.  Alzheimer's  disease  afflicts  10 
percent  of  Americans  over  the  age  of  65,  and  as  many  as  47  percent  of  Americans  over  the  age  of  85,  and 
has  no  effective  treatment  or  cure. 


Action  Taken  or  to  be  Taken 


The  Administration  on  Aging  will,  to  the  extent  possible,  comply  with  the  recommendations  of  the 
Committee  for  the  use  of  funding  appropriated  for  Aging  research  and  training. 
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Authorizing  Legislation 
(dollars  in  thousands) 


EX.  K 


1998 
Amount 
Authorized 


1998 
Appropriation 


1999  1999 
Amount  Budget 
Authorized  Request 


Programs  for  the  Elderly: 

(1)  Supportive 
Services  and  Ctrs. 
[Sec303(a)(l) 

of  the  Older 
Americans 
Act  of  1965, 
as  amended] — 

(2)  Preventive 
Health  Services 
[Sec.303  (f) 

of  the  Older 
Americans  Act 
of  1965,  as 
amended] 


$300,319 


$300,319 


16,123 


16,123 


(3)  Nutrition: 
a)  Congregate 
Meals  [Sec 
303(b)(1) 
of  the  Older 
Americans 
Act  of  1965, 
as  amended].... 

b)  Home-delivered 
Meals  [Sec 
303(b)(2)  of  the 
Older  Americans 
Act  of  1965, 
as  amended]  


374,412 


374,412 


112,000 


112,000 
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(4)  In-Home  Services 
for  the  Frail 
Elderly  [Sec. 
303(d)  of  the 
Older  Americans 
Act  of  1965, 

as  amended]  

(5)  Protection  for 
Vulnerable  Older 
Americans[Section 
702  (a-d)] 

Ombudsman  [702(a)]  ($4,449) 
Elder  Abuse  [702(b)]  ($4,732) 
Elder  Rights  [702(c)] 
Outreach,[702(d)] 

(6)  Grants  to  Indian 
Tribes  [Sec  633 
of  the  Older 
Americans  Act  of  1965 
as  amended].... 

(Indian  Tribes- 
Part  A)  

(Native  Hawaiians- 
Part  B).  

(7)  Aging  Training, 
Research  and 
Discretionary 
Programs  [Sec 
431(a)]...... 

(8)  Alzheimer's  Disease 
PES  Act  [399B  (e)] 

(9)  Program 
Direction/ 

Federal  Administration 
Total  Programs 


1998  1998                      1999  1999 

Amount  Amount  Budget 

Authorized  Appropriation            Authorized  Request 

A  9,763                      A  9,763 

A  9,181                      A  9,181 


A  18,457  A  18,457 

A  [-16,611]  A  [-16,611] 

A  [-1,846]  A  [-1346] 

A  10,000  A  10,000 

B  6,000  B  6,000 

A  14,795  A  14,795 

$871,050  $871,050 
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1998  1998  1999  1999 

Amount  Amount  Budget 

Authorized  Appropriation  Authorized  Request 


Unfunded 
Authorizations: 

The  Older  Americans 
Act  of  1965, 
as  amended: 


(1)  Board/Care  Study 

lSec.212]   A  A  — 

(2)  Home  Care  Study 

[Sec.213]   A  A  — 

(3)  School-based 

meals[Sec338(b)(3)]  A  A  — 

338(b)] 

(4)  Special  Needs  of  Older 

Individuals  [Sec.351]  A  A  — 

351] 

(5)  Supportive  activities 
caretakers/frail  older 

individuals  [Sec.351. 381]  A  A  — 

(6)  Federal  Council 
on  Aging,  [Sec 
204(g)] 

A  A  — 

Total  Appropriation.....  —  $871,050  $871,050 


A  Authorizing  legislation  expired  September  30, 1996. 
B.  Authorizing  legislation  expired  September  30, 1993. 
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APPROPRIATION  HISTORY  TABLE 


Year 

Budget 
Estimate 
to  Conqress 

House 
Allowance 

Senate 
Allowance 

ADoroDriation 

1988  1/ 

$701,296,000 

Defer 

$768,700,000 

$725,231,000 

1989  1/ 

701,296,000 

757,040.000 

757,700.000 

748,420.000 

19901/ 

724,098,000 

755,759,000 

764,759.000 

747.681,000 

1991 1/ 

748,677,000 

820,848,000 

827,240,000 

806,049,000 

1992 

809,049,000 

809,049,000 

867,874,000 

846,597.000  21 

1993 

850  693  000 

0  ww#  W  w  Wf  Www 

838  228  000 

W)ww?y  fcfcvi  www 

850  693  000 

Www#  Ww  w#  WWw 

838  676  000  3/ 

wwwfW#WrwwW  w/ 

J994 

839,075,000 

841,875,00 

881,863,000 

878,032,000  4/ 

1995 

875.723.000 

869,823,000 

873,662,000 

876,007,000  5/ 

1996 

897.148,000 

778.246.000 

836,027,000 

829,320,000 

1997 

828,137.000 

810.545,000 

830,168,000 

830,130,000  6/ 

1998 

838,168,000 

810,545.000 

854.074,000 

865,050,000 

1999 

871,050,000 

1/  These  totals  exclude  Federal  administrative  costs  for  the  Administration  on  Aging. 
Prior  to  FY  1992,  AoA  was  a  part  of  the  former  Office  of  Human  Development 
Services  (OHDS),  and  AoA's  funding  for  Federal  Administration  was  within  OHDS 
total  administrative  cost 

2/  Excludes  $167,000  in  across-the-board  Program  Direction  cuts. 

3/  Excludes  $6,767,712  of  Section  51 1  PPA  cuts,  $279,760  of  Section  513  cuts  and 
$241,000  of  Section  216  cuts. 

4/  Includes  $6,750,000  transfer  from  the  Executive  Office  of  the  President  for 
Emergency  Disaster  Relief. 

5/  Excludes  $899,000  reduction  in  the  Research  and  Demonstration  program;  $88,000 
reduction  in  Federal  Administration;  and  $229,000  in  across-the-board  reductions  in 
rent,  procurement,  award,  and  Working  Capital  Fund. 

61  Includes  AoA's  portion  of  the  Omnibus  Consolidated  Appropriations  Act  reductions 
of  $32.5  million,  P.L.  104-208  ($37,000). 
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ADMINISTRATION  ON  AGING 
Justification 
Aging  Service  Programs 
(Dollars  in  Thousands) 

Increase 


FY  1997 

FY  1998 

FY  1999 

FTE 

Actual  FTE  ADDroD. 

FTE 

Estimate 

Supportive  Services  and  Centers  1/ 

$  291,375 

$  300,319 

$  300,319 

Congregate  Meals 

364,535 

374,412 

374,412 

Home-Delivered  Meals 

105,339 

112,000 

112,000 

Grants  to  Indian  Tribes 

16,057 

18,457 

18,457 

In-Home  Services-Frail  Elderly 

9,263 

9,763 

9,763 

Preventive  Health  Services 

15,623 

16,123 

16,123 

Research,  Training  and  Discretionary 

4,000 

10,000 

10,000 

Protection  of  Vulnerable  Older  Americans  1/ 

9,181 

9,181 

9,181 

Alzheimer's  Disease  2/  3/ 

Demonstration  Grants  to  States 

54)99 

6,000 

1/ 

6,000 

Program  Administration  130 

14,758     139  14,795 

141 

14,795 

Total ,  Budget  Authority 

HCFAC:  Operation  Restore  Trust  1 
Total,  Program  Level 


s 

836,130 

$ 

871,050 

S  871,050 

s 

1,100 

1  $ 

1,300 

1    $  1,495 

s 

837,230 

S 

872,350 

$  872,545 

1/  $4,449  and  $4,732  million  earmarked  for  Ombudsman  and  Elder  Abuse  under  Title  VII 
11  Transferred  from  Health  Resources  and  Services  Administration 
3/  FY  1998  amount  rounded  for  presentation  purposes 
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GENERAL  STATEMENT 


FY  1997 
Enacted 
Post  Rescission 


FY  1998 


Appropriation 


FY  1999 
Estimate 


$836,131,000  1/ 


$871,050,000  1/ 


$871,050,000 


1/  Comparable  adjustment  to  show  transfer  of  Alzheimer's  Disease  Demonstration  grants  from  the  Health  Resources 
and  Services  Administration. 


The  Administration  on  Aging  was  established  by  the  Older  Americans  Act  in  1965  to  provide 
assistance  in  the  development  of  new  or  improved  programs  to  help  older  persons.  Assistance  is 
provided  through  grants  to  the  States  for  community-based  services  and  research,  development,  or 
training  projects.  In  FY  1996  the  AoA  was  designated  as  an  operating  division  within  the 
Department  of  Health  and  Human  Services  with  the  role  of  Commissioner  elevated  to  Assistant 
Secretary  for  Aging. 

This  budget  reflects  strong  support  for  the  successful  efforts  of  States  and  local  communities  in 
providing  community-based  services  for  the  elderly  and  research  or  development  of  program 
innovations.  At  the  same  time  this  budget  reflects  the  fiscal  restraints  necessary  at  the  Federal 
level  to  support  a  balanced  budget.  In  addition,  the  budget  reflects  the  President's  decision  to 
transfer  the  Alzheimer 's  Disease  Demonstration  Grants  to  States  program  from  the  Health 
Resources  and  Services  Administration  to  AoA. 

Within  Program  Administration  spending  AoA  will  meet  increased  costs  for  services  by  necessary 
reductions  in  other  administrative  areas. 

The  President's  request  of  $871,050,000  for  this  account  represents  current  law  requirements.  No 
proposed  law  amounts  are  included. 
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Supportive  Services  and  Senior  Centers 

Authorizing  Legislation:  Section  321  of  the  Older  Americans  (OAA)  Act  of  1965,  as  amended 
(expired) 

FY  1997  FY  1998  FY  1999 

Enacted  Enacted  Request 

$291,375,000/1  $300,319,000  $300,319,000 


Purpose  and  Method  of  Operations 

Supportive  Services  and  Senior  Centers  has  among  its  objectives  enabling  older  individuals  to 
remain  in  their  homes,  or  the  least  restrictive  setting,  by  decreasing  the  length  of  stay  in  medical 
facilities  and  by  delaying  or  preventing  institutionalization.  Supportive  services  are  designed  to 
maximize  informal  support  provided  by  caregivers  and  to  enhance  the  capacity  of  the  older  person 
to  remain  serf-sufficient. 

Funds  are  allocated  to  the  States  through  a  statutory  formula  which  is  based  primarily  on  the 
numbers  of  older  persons  age  60  or  over  in  each  State  compared  to  the  total  number  of  older 
persons  in  the  Nation.  State  Agencies  on  Aging  award  the  funds  through  an  intra-state  funding 
formula  to  designated  Area  Agencies  on  Aging.  The  Area  Agencies  on  Aging  make  awards  to 
local  service  provider  agencies  or,  in  some  instances  with  State  approval,  provide  services  directly 
to  older  individuals. 

The  funds  support  a  structure  of  57  State  Agencies  on  Aging,  655  Area  Agencies  on  Aging,  and 
about  27,000  service  providers.  The  funds  support  the  planning,  development,  and  operation  of  a 
Statewide  community-based  comprehensive  and  coordinated  system  of  services.  States  and  local 
communities  leverage  resources  for  Supportive  Services  and  Senior  Centers  by  pooling  with  other 
funding  sources  such  as,  Medicaid,  and  other  State  and  local  appropriated  funds. 

Services  include  access  services  (information  and  assistance,  transportation,  and  case  management) 
and  a  wide  range  of  in-home  and  community-based  services.  Services  provided  under  this  statute 
are  coordinated  with  services  provided  by  other  State  and  local  public  and  non-profit  agencies  to 
ensure  a  wide  array  of  supports  for  older  individuals  in  need. 

All  individuals  age  60  and  over  are  eligible  for  services,  although  the  Older  Americans  Act  (OAA) 
directs  that  priority  be  given  to  serving  those  who  are  in  greatest  economic  or  social  need,  with 
particular  attention  to  low-income  minority  older  individuals.  In  1995  6,050,342  persons  were 
served  under  Title  III-B  of  the  OAA  (source:  State  Program  Report  (SPR)). 
Funding  for  this  activity  during  the  past  five  years  has  been  as  follows: 


1994  $306,711,000 

1995  $306,711,000 

1996  $291,375,000  1/ 

1997   $291,375,000  1/ 

1998   $300,319,000  1/ 


1/  Comparable  adjustment  -  funding  for  the  Ombudsman  and  Elder  abuse  programs  is  included  in  the  funding 
request  for  Grants  for  the  Protection  of  Vulnerable  and  Older  Americans 
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Rationale  for  the  Request 

The  FY  1999  request  is  the  same  as  the  FY  1998  enacted  level  and  will  maintain  current  services. 

Community  based  "Supportive  Services"  give  aging  citizens  the  ability  to  remain  independent  in 
their  own  homes  and  communities  when  they  are  faced  with  temporary  or  chronic  disabilities.  This 
type  of  care  is  widely  preferred  by  seniors  and  their  families  over  nursing  home  care.  States  have 
a  growing  commitment  to  providing  services  such  as  personal  care,  homemaker  or  chore  services, 
adult  day  care,  case  management,  and  transportation  to  meet  the  needs  of  their  seniors.  Many 
States  have  been  successful  in  dedicating  funds  from  other  sources  including  State  income  or  sales 
taxes,  local  taxes,  or  lottery  funds  to  augment  Federal  funding  and  attempt  to  meet  the  growing 
demand  for  services. 

Although  we  have  anecdotal  evidence  of  waiting  lists  for  some  services,  we  have  no  comprehensive 
data  to  base  an  estimate  of  unmet  need  for  services  or  to  project  the  need  for  services  in  the 
coming  years.  We  do  expect,  however,  that  as  the  population  ages  the  demand  for  supportive 
services  will  increase.  According  to  US  census  figures,  between  the  years  of  1990  and  2000,  the  65 
+  population  will  increase  nearly  12  percent  and  the  85  +  population  will  increase  by  50  percent. 

The  requested  funding  seeks  to  support  the  Department's  Strategic  plan  goals  to  Improve  the 
Quality  of  Health  Care  and  Human  Services  and  Reduce  Major  Threats  to  Healthy  and 
Productive  Lives. 

1 .  Promoting  independence  and  choice  for  older  Americans  by  providing  more  long-term  care 
services  in  home  and  community  settings. 

2.  Increasing  the  capacity  of  the  aging  network  to  deliver  community-based  services. 


Further  discussion  of  this  program  is  found  under  the  Community-Based  Services  section  of  the 
Annual  Performance  Plan. 
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Congregate  Nutrition  Services 


Authorizing  Legislation:  Section  331  of  the  Older  Americans  Act  of  1965,  as  amended 
(expired) 


Purpose  and  Method  of  Operations: 

The  purposes  of  the  Congregate  Nutrition  Program  are: 

•  to  maintain  or  improve  the  nutritional  status  of  program  participants  by  providing  nutritious, 
safe,  culturally  appropriate  and  appealing  meals  and  related  nutrition  and  supportive  services 
to  nutritionally  at-risk  older  persons; 

•  to  promote  healthy  lifestyles  through  health  promotion  and  disease  prevention  activities, 
nutrition  education  and  counseling; 

•  to  promote  independence  in  the  least  restrictive  environment  by  helping  to  maintain  functional 
capacity  as  well  as  decrease  length  of  stay  in  the  hospital; 

•  to  reduce  social  isolation  through  program  participation;  and 

•  to  link  older  persons  with  supportive  services  and  programs  as  an  integral  component  of  home 
and  community-based  care. 

Federal  funds  for  Congregate  Nutrition  Services  are  awarded  to  State  Agencies  on  Aging  by 
formula.  Congregate  Nutrition  Service  funds  are  awarded  by  the  State  Agency  on  Aging  to  Area 
Agencies  on  Aging  which,  in  turn,  make  awards  to,  or  contract  with,  congregate  nutrition  service 
providers. 

All  older  persons  age  60  and  over,  and  their  spouses,  regardless  of  age,  are  eligible  for  the  OAA 
nutrition  services.  The  OAA  directs  that  priority  be  given  to  those  who  are  in  greatest  economic  or 
greatest  social  need,  with  particular  attention  to  low-income,  minority  older  persons.  The  most 
recent  data  from  the  AoA  State  Performance  Report  for  FY  1995  indicate  that  123  million  meals 
were  served  to  2,412,468  older  persons  through  congregate  programs. 

The  Congregate  Nutrition  Program  supports  the  Department's  strategic  goal  to  Reduce  the  Major 
Threats  to  the  Health  and  Productivity  of  all  Americans  by  focusing  on  providing  long-term 
health-promotion/disease  prevention  services.  The  population  it  serves  has  significant  health 
problems,  many  of  which  are  nutrition-related  and  can  be  lessened  by  optimal  food  and  nutrient 
intake  and  other  nutrition  related  services.  Scientific  evidence  suggests  that  maintaining  nutritional 
well-being  in  older  people  helps  them  mitigate  existing  health  problems,  manage  chronic 
conditions,  prevent  complications  associated  with  acute  and  chronic  disease,  and  extend  the  period 
of  healthy  living. 

Congregate  Nutrition  Services  are  provided  to  groups  of  older  people  at  senior  centers  and 
nutrition  sites.  Participation  in  a  group  setting  reduces  isolation  and  encourages  continued  physical 
and  mental  functioning.  The  setting  is  also  conducive  to  accessing  and  linking  with  other 
supportive  community  services  and  providing  valuable  opportunities  to  serve  as  volunteers  in  the 


FY  1997 
Enacted 
$364,535,000 


FY  1998 
Enacted 
$374,412,000 


FY  1999 
Request 
$374,412,000 
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community.  Although  meals  are  the  primary  service  provided,  other  nutrition  services  include 
nutrition  screening,  education,  counseling,  and  outreach. 

Congregate  meals  provided  under  the  Older  Americans  Act  must  comply  with  the  Dietary 
Guidelines  for  Americans  and  provide  a  minimum  of  33  percent  of  the  Recommended  Dietary 
Allowances  (RDA)  if  one  meal  is  served;  a  minimum  of  66  percent  of  the  RDA  if  two  meals  are 
served;  and  100  percent  of  the  RDA  if  three  meals  are  served.  Service  providers  are  encouraged  to 
expand  meal  service  to  more  than  one  meal  per  day,  more  than  five  days  a  week,  to  persons  with 
increased  needs.  Where  feasible  and  appropriate,  meals  are  provided  to  meet  the  special  health, 
religious,  and  ethnic  requirements  of  participants. 

There  is  substantial  private  sector,  State,  and  local  community  financial  and  volunteer  support  in 
the  Congregate  Nutrition  Program.  Although  there  are  no  fees  or  charges  in  this  program,  older 
persons  are  encouraged  to  contribute  through  volunteerism  and  financial  support  to  help  defray  the 
cost  of  services.  Data  from  Serving  Elders  at  Risk,  a  program  evaluation  completed  in  1996, 
indicates  that  for  every  $1 .00  in  Title  III-C-1  funds,  the  network  leverages  $1 .70. 

Funding  for  this  activity  during  the  past  five  years  has  been  as  follows: 


1994  $375,809,000 

1995  $375,809,000 

1996  $364,535,000 

1997   $364,535,000 

1998  $374,412,000 


Rationale  for  the  Request 

The  FY  1999  request  is  the  same  as  the  FY  1998  enacted  level.  The  purpose  of  this  request  is  to 
maintain  the  number  of  meals  served  to  congregate  nutrition  program  participants  in  order  to 
prevent  decline  in  health,  maintain  or  improve  nutritional  status  which  supports  the  Department's 
Strategic  goal  to  Reduce  the  Major  Threats  to  the  Health  and  Productivity  of  all  Americans  . 

Scientific  evidence  shows  that  adequate  nutritional  intake  is  essential  for  maintaining  health, 
mitigating  existing  health  problems,  managing  chronic  illnesses,  preventing  complications 
associated  with  acute  and  chronic  disease,  and  extending  the  period  of  healthy  living.  The  national 
evaluation  indicates  that  older  individuals  served  by  the  program  are  at  risk  for  poor  nutritional 
intake  due  to  socio-economic  conditions,  health  conditions,  nutritional  risk  parameters,  and 
functional  impairment.  Congregate  participants  are  significantly  poorer  than  the  general  US  older 
population,  are  primarily  older  (average  age  76)  women  who  live  alone,  and  have  3  or  more 
chronic  health  conditions.  Sixty-four  percent  are  at  moderate  to  high  nutritional  risk  and  26 
percent  have  been  in  a  hospital  or  nursing  home  in  the  past  year.  The  national  evaluation  found 
that  congregate  meals  were  the  primary  source  of  food  and  nutrients  for  most  participants  who 
received  from  40  to  50  percent  of  their  daily  intake  from  meals.  People  who  receive  meals  have 
higher  intakes  of  key  nutrients  than  similar  non-participants. 

Optimal  food  and  nutrient  intake  is  necessary  to  reduce  nutrition  risk,  to  promote  health,  to  better 
manage  chronic  health  conditions,  to  lessen  food  insecurity,  and  to  maintain  functionality.  Not 
only  do  congregate  nutrition  services  help  to  maintain  health,  but  they  also  help  to  link  participants 
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with  community-based  services  essential  to  ensuring  participants  remain  in  their  homes  and 
communities. 

In  spite  of  the  critical  nature  of  this  service  many  nutrition  service  providers  maintain  waiting  lists 
for  meals,  with  an  average  of  52  persons  per  list  and  an  average  wait  of  2. 1  months 

Further  discussion  of  this  program  is  found  under  the  Community-Based  Services  annual 
performance  plan. 
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Home-Delivered  Nutrition  Services 


Authorizing  Legislation:  Section  336  of  the  Older  Americans  Act  of  1965,  as  amended 
(expired) 


Purpose  and  Method  of  Operations: 

The  purposes  of  the  Home-Delivered  Nutrition  Program  are: 

•  to  maintain  or  improve  nutritional  status  of  home-delivered  nutrition  program  participants  by 
providing  nutritious,  safe,  culturally  appropriate  and  appealing  meals  and  related  nutrition  and 
supportive  services  to  nutritionally  at-risk  older  persons; 

•  to  promote  healthy  lifestyles  through  health  promotion  and  disease  prevention  activities, 
nutrition  education  and  counseling; 

•  to  promote  independence  in  the  least  restrictive  environment  by  helping  to  maintain  functional 
capacity  as  well  as  decrease  hospital  length  of  stay; 

•  to  support  caregivers  of  functionally-impaired  older  persons; 

•  to  reduce  social  isolation  through  program  interaction;  and 

•  to  link  older  persons  and  their  caregivers  with  supportive  services  and  programs  as  an  integral 
component  of  home  and  community-based  care. 

Evidence  from  the  report  "Serving  Elders  at  Risk,  Older  Americans  Act  Nutrition  Programs, 
National  Evaluation  of  the  Elderly  Nutrition  Program,  1993-1995"  (ENP  evaluation)  and  AoA 
program  reports  indicate  that  the  Home-Delivered  Nutrition  Program  is  attempting  to  meet  an  ever- 
increasing  demand  for  service. 

Federal  funds  for  Home-Delivered  Nutrition  Services  are  awarded  to  State  Agencies  on  Aging  by 
formula.  Home-Delivered  Nutrition  Services  funds  are  awarded  by  the  State  Agency  on  Aging  to 
Area  Agencies  on  Aging  which,  in  turn,  make  awards  to  or  contract  with  home-delivered  nutrition 
service  providers. 

Home-Delivered  Nutrition  Services  are  provided  to  older  persons,  age  60  and  older  who  are  home- 
bound  due  to  illness,  disability  or  geographic  isolation;  a  spouse  of  any  age  is  eligible.  The  OAA 
directs  that  priority  be  given  to  those  who  are  in  greatest  economic  need  or  greatest  social  need, 
with  particular  attention  to  low-income,  minority  older  persons.  Most  recent  data  from  the  AoA 
State  Performance  Report  for  FY  1995  indicate  that  119  million  meals  were  served  to  988,738 
older  persons. 

The  Home-Delivered  Nutrition  Program  focuses  on  providing  home  and  community-based  services 
as  an  alternative  to  institutional  care,  both  short-term  hospital  care  and  long-term  intermediate  or 
nursing  home  care.  The  availability  of  short-term  home-delivered  meals  allows  hospitals  and 
intermediate  care  facilities  to  discharge  patients  earlier.  The  availability  of  long-term,  home- 
delivered  meals  allows  participants  to  remain  in  the  community  longer,  delaying  more  costly 
institutionalization.  Many  of  the  Home-Delivered  Nutrition  Program  participants  have  significant 
health  problems,  many  of  which  are  nutrition-related  and  can  be  lessened  by  optimal  food  and 


FY  1997 
Enacted 
$105,339,000 


FY  1998 
Enacted 
$112,000,000 


FY  1999 
Request 
$112,000,000 
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nutrient  intakes  and  other  nutrition  related  services.  Scientific  evidence  suggests  that  maintaining 
nutritional  well-being  in  older  people  helps  them  mitigate  existing  health  problems,  manage  chronic 
conditions,  prevent  complications  associated  with  acute  and  chronic  disease,  and  extend  the  period 
of  healthy  living. 

Because  Home-Delivered  Nutrition  Program  participants  are  more  frail  and  impaired  than 
Congregate  Nutrition  Program  participants,  frequency  and  intensity  of  service  may  be  greater. 
Home-Delivered  Nutrition  Program  participants  may  receive  meals  more  than  five  days  a  week  and 
more  than  one  meal  a  day.  Home-bound  individuals  and  their  caregivers  are  often  linked  to  other 
community  supportive  services  through  an  individualized  assessment  and  intake  process.  The 
provision  of  a  meal  provides  respite  to  caregivers  and  assists  caregivers  in  continuing  to  maintain 
older  people  at  home.  Although  meals  are  the  primary  service  provided,  other  nutrition  services 
including  nutrition  screening,  education,  counseling,  and  outreach  are  provided. 

Home-delivered  meals  provided  under  the  OAA  must  comply  with  the  Dietary  Guidelines  for 
Americans  and  provide  a  minimum  of  33%  of  the  Recommended  Dietary  Allowances  (RDA)  if  one 
meal  is  served;  a  minimum  of  66%  of  the  RDA  if  two  meals  are  served;  and  100%  of  the  RDA  if 
three  meals  are  served.  Service  providers  are  encouraged  to  expand  meal  service  to  more  than  one 
meal  per  day,  more  than  five  days  a  week,  to  persons  with  increased  needs.  Where  feasible  and 
appropriate,  meals  are  provided  to  meet  the  special  health,  religious,  and  ethnic  requirements  of 
participants. 

There  is  substantial  private  sector,  State  and  local  community  financial  and  volunteer  support  in 
the  Home-Delivered  Nutrition  Program.  Although  there  are  no  fees  or  charges  in  this  program, 
older  persons  are  encouraged  to  contribute  through  volunteerism  and  financial  support  to  help 
defray  the  cost  of  services. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 


Rationale  for  the  Request 

The  FY  1999  request  is  the  same  as  the  FY  1998  enacted  level.  The  purpose  of  this  request  is  to 
maintain  the  number  of  meals  served  to  home-delivered  nutrition  program  participants  in  order  to 
prevent  decline,  maintain,  or  improve  nutritional  status. 

Scientific  evidence  indicates  that  adequate  nutritional  intake  is  essential  for  maintaining  health, 
mitigating  existing  health  problems,  managing  chronic  illnesses,  preventing  complications 
associated  with  acute  and  chronic  disease,  and  extending  the  period  of  healthy  living.  The  national 
evaluation  indicates  that  older  individuals  served  by  the  program  are  at  risk  for  poor  nutritional 
intake  due  to  socio-economic  conditions,  health  conditions,  nutritional  risk  parameters,  and 
functional  impairment.  Home-delivered  participants  are  significantly  poorer  than  the  general  US 
older  population,  are  primarily  older  (average  age  78)  women  who  live  alone,  have  3  or  more 
chronic  health  conditions  and  twice  as  many  physical  impairments  as  the  general  US  population. 


1994. 
1995. 
1996. 
1997. 
1998 


$  93,665,000 
$  94,065,000 
$105,339,000 
$105,339,000 
$112,000,000 
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Eighty-eight  percent  are  at  moderate  to  high  nutritional  risk  and  48  percent  have  been  in  a  hospital 
or  nursing  home  in  the  past  year.  The  national  evaluation  found  that  home-delivered  meals  were 
the  primary  source  of  food  and  nutrients  for  most  participants  who  received  from  40  to  50  percent 
of  their  daily  intake  from  these  meals.  People  who  receive  meals  have  higher  intakes  of  key 
nutrients  than  similar  non-participants. 

The  national  evaluation  found  that  "for  many,  the  availability  of  a  home-delivered  meal  is  probably 
crucial  to  their  ability  to  function  largely  on  their  own."  The  availability  of  short  term  home- 
delivered  meals  has  been  linked  with  decreased  hospital  stays  for  elderly  patients  in  hospitals  and 
intermediate  care  facilities.  Longer  term  home-delivered  meals  are  a  critical  component  of  home 
and  community  based  care  allowing  participants  to  remain  in  their  homes  and  communities. 

States  are  under  increasing  pressure  to  serve  both  short-term  and  long-term  participants  who  need 

nutritional  service  as  part  of  home  and  community  based  care.  Each  year  they  divert  funds  from 

other  sources  to  meet  the  critical  demands  for  home-delivered  nutrition  services. 

Numerous  studies  have  determined  that  seniors  without  adequate  nutrition  are  more  likely  to  be 

hospitalized  more  frequently  and  for  longer  periods  of  time  than  their  adequately  nourished 

counterparts. 

In  spite  of  the  critical  nature  of  this  service,  41%  of  nutrition  service  providers  maintain  waiting 
lists  for  meals,  with  an  average  of  85  persons  per  list  and  an  average  wait  of  2.6  months. 


Further  discussion  of  this  program  is  found  under  the  Community-Based  Services  annual 
performance  plan. 
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In  Home  Services  for  Frail  Older  Individuals 

Authorizing  Legislation:  Section  341  of  the  Older  Americans  Act  of  1965,  as  amended 
(expired) 

FY  1997  FY  1998  FY  1999 

Enacted  Enacted  Request 

9,263,000  $9,763,000  $9,763,000 

Purpose  and  Method  of  Operations: 

Federal  funds  are  provided  to  States  for  in-home  services  to  frail  older  individuals,  including 
victims  of  Alzheimer's  disease,  and  to  their  caregiving  families.  State  agencies  develop  eligibility 
criteria  for  use  of  these  funds  which  take  into  account  age,  economic  need,  frailty,  and  other  factors 
that  contribute  to  the  need  for  in-home  services.  This  program  directly  addresses  the  needs  of 
vulnerable  older  individuals  by  providing  services  to  them  and  their  caregivers  in  their  homes. 
Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 


FY  1994  $7,075,000 

FY  1995  $9,263,000 

FY  1996  $9,263,000 

FY  1997  $9,263,000 

FY  1998  $9,763,000 


Rationale  for  the  Request 


The  FY  1999  request  is  the  same  as  the  FY  1998  President's  Budget  and  is  to  maintain  current 
services.  This  program  provides  in-home  services  for  frail  elderly  persons  who  are  at  risk  of  losing 
their  self-sufficiency  due  to  physical  or  mental  impairments  such  that  they  require  help  with  day-to- 
day tasks  like  bathing,  dressing,  cooking,  essential  shopping,  and  household  maintenance. 

The  majority  of  these  older  individuals  are  65  years  of  age  and  older,  and  have  incomes  that  are 
200  percent  above  the  Department's  poverty  threshold,  not  enough  to  allow  them  to  purchase  those 
supportive  in-home  services  not  covered  by  Medicare.  While  Medicare  Parts  A  and  B  both  provide 
medical  in-home  services,  title  III  D  services  support  such  non-medical  services  as  cooking, 
essential  shopping,  dressing  and  many  other  regular  activities  that  help  older  individuals  maintain 
their  independence  and  dignity. 

Since  the  passage  of  the  OAA  in  1 965  all  persons  age  sixty  or  over  have  been  eligible  to  receive 
services  under  the  Act,  without  any  restriction  based  on  income  or  other  personal  characteristics. 
This  basic  tenet  of  the  Act  allows  needed  services  to  reach  those  older  individuals  in  "greatest 
social  need."  As  defined  in  section  302  of  the  Act,  this  term  means  the  needs  caused  by 
noneconomic  factors  which  include  physical  and  mental  disabilities,  language  barriers,  and 
cultural,  social,  or  geographic  isolation.  The  following  demographic  information  demonstrates  the 
continuing  need  for  this  program: 

•    About  5.8  million  noninstitutionalized  older  people  65  years  and  above  have  physical 
impairments. 
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•  About  4.3  million  people  over  the  age  of  65  have  some  difficulty  performing  at  least  one 
activity  of  daily  living. 

•  A  probable  3 .4  million  noninstitutionalized  older  people  have  Alzheimer's  Disease  and  related 
disorders  with  neurological  and  organic  brain  dysfunction. 

•  About  2.5  million  older  minority  individuals  have  incomes  above  the  poverty  level,  but  less 
than  200  percent  of  the  level. 

The  provision  of  this  service  relates  directly  to  the  Department's  strategic  goal  to  Improve  the 
Quality  of  Heath  Care  and  Human  Services.  Further  discussion  of  this  program  is  found  under 
the  Community-Based  Services  section  of  the  annual  performance  plan. 
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Preventive  Health  Service 


Authorizing  Legislation:  Section  361  of  the  Older  Americans  Act  of  1965,  as  amended 
(expired) 

FY  1997  FY  1998  FY  1999 

Enacted  Enacted  Request 

$15,623,000  $16,123,000  $16,123,000 


Purpose  and  Method  of  Operations: 

Federal  funds  for  Preventive  Health  Services  are  provided  to  State  Agencies  on  Aging,  then  to  Area 
Agencies  on  Aging  which,  in  turn,  make  awards  to  other  community  organizations  and  agencies. 
Funds  are  awarded  to  State  Agencies  on  Aging  through  the  same  formula  used  for  Supportive 
Services  and  Nutrition  programs.  The  State  Agency  on  Aging  is  required  to  give  priority  to  areas 
of  the  State  in  which  the  older  residents  are  medically  underserved  and  have  the  greatest  economic 
need. 


Funding  provided  for  Preventive  Health  Services  allows  States  and  communities  the  flexibility  to 
meet  the  health  promotion  and  disease  prevention  needs  of  seniors.  A  variety  of  12  services  are 
available,  such  as  health  screening  and  assessments;  nutritional  counseling  and  education;  exercise 
programs;  and  prevention  of  depression.  These  services  take  place  at  senior  centers,  nutrition  sites, 
through  home-delivered  meals  programs,  or  at  other  appropriate  sites. 

Funding  for  this  activity  during  the  past  five  years  has  been  as  follows: 


FY  1994  $17,032,000 

FY  1995  $16,982,000 

FY  1996  $15,623,000 

FY  1997  $15,623,000 

FY  1998   $16,123,000 


Rationale  for  the  Request 


The  FY  1999  request  is  the  same  as  the  FY  1998  enacted  level  and  will  maintain  current 
services.  Preventive  Health  Services  encourage  older  persons  to  live  healthy  lifestyles  that  reduce 
the  incidence  of  costly  and  debilitating  illnesses  such  as  heart  disease  and  osteoporosis.  State  and 
area  agencies  on  aging  often  provide  nutritional  screening  and  educational  services;  routine  health 
risk  screenings  and  assessments;  physical  fitness  programs;  health  promotion  programs  on  chronic 
disabling  conditions;  mental  health  screening;  home  injury  control  services;  counseling  regarding 
social  services  and  follow-up  health  services. 

Working  in  partnerships  with  NTH,  CDC,  and  HRSA  during  the  next  four  years  (1999  through 
2002),  AoA  will  help  to  develop  and  disseminate  a  variety  of  educational  materials  focusing  on 
prevention  of  specific  diseases  for  use  by  State  and  area  agencies  on  aging,  as  well  as  community 
health  centers,  State  and  local  health  departments,  and  national  organizations. 
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This  effort  will  promote  the  Healthy  People  2010  initiative  of  HHS  and  support  the  strategic  goal 
to  Improve  the  Quality  of  Health  Care  and  Human  Services  by  empowering  seniors  to  make 
informed  healthful  lifestyle  decisions,  thereby  reducing  medical  treatment  costs. 

Further  discussion  of  this  program  is  found  under  the  Home  and  Community-Based  Services 
annual  performance  plan. 
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Aging  Training,  Research,  and  Discretionary  Programs 

Authorizing  Legislation:  Section  309  and  431  of  the  Older  Americans  Act  of  1965,  as 
amended  (expired) 


Purpose  and  Method  of  Operations 

The  Aging  Training,  Research,  and  related  programs  authorized  by  Title  IV  of  the  Older 
Americans  Act  support  activities  which  enhance  the  capacity  of  State,  local  and  tribal  governments 
and  non-profit  private  agencies,  organizations  and  institutions  to  develop  and  improve  the  quality 
and  effectiveness  of  services  and  activities  for  older  individuals.  The  Older  Americans  Act 
authorizes  the  Assistant  Secretary  on  Aging  to  support  the  purposes  of  the  act  through  funding 
education  and  training,  research  and  policy  analysis,  development  of  methods  and  practices, 
demonstrations,  technical  assistance,  and,  information  dissemination  activities. 

Activities  are  conducted  by  the  award  of  competitive  grants  or  contracts  to  eligible  public  or  non- 
profit agencies,  organizations,  and  institutions.  Agencies  and  institutions  funded  are  colleges, 
universities,  State  and  Area  Agencies  on  Aging,  and  other  organizations  representing  and/or 
serving  older  people.  Projects  currently  supported  include:  the  Elder  Care  Locator;  senior  legal 
hotlines  and  related  elder  rights  projects;  the  Family  Friends  program;  and  Native  American 
National  Resource  Centers  and  other  minority  aging  projects. 

Funding  for  this  activity  during  the  last  five  years  has  been  as  follows: 


Rationale  for  the  Request 

This  funding  level  will  maintain  current  services  and  provide  support  for  the  Secretary's  initiatives 
to  "Improve  the  Quality  of  Health  Care  and  Moving  from  Welfare  to  Work"  under  the 
Department's  strategic  goal  to  Improve  the  Quality  of  Health  Care  and  Human  Services. 

Since  its  inception,  the  Aging  Training,  Research  and  Discretionary  program  has  funded  innovative 
projects  to  test  the  effectiveness  of  new  approaches  to  establishing  or  improving  nutrition 
programs,  in-home  care  services,  legal  services,  transportation,  respite  care,  adult  day  care,  and 
reverse  mortgages.  In  response  to  the  complex  and  changing  world  of  health  care  systems,  we  are 
proposing  to  focus  Title  IV  in  FY  1999  on  testing  a  variety  of  models  to  assist  older  persons  and 
their  families  in  making  well-informed  choices  concerning  health  care  plans,  home  and  community- 
based  long-term  care  options,  and  the  prevention  of  health  care  waste,  fraud,  and  abuse.  Another 
proposed  Title  IV  initiative  would  utilize  older  volunteers  as  mentors  to  families  seeking  to  make 
the  transition  from  welfare  to  work.  These  new  initiatives  are  highlighted  below 


FY  1997 
Enacted 
$4,000,000 


FY  1998 
Enacted 
$10,000,000 


FY  1999 
Request 
$10,000,000 


1994. 
1995. 
1996. 
1997. 
1998. 


$25,830,000 
$25,630,000 
$  2,850,000 
$  4,000,000 
$10,000,000 


29 


1485 


Health  Care  Ombudsman/Counselor  Projects 

The  implementation  of  such  projects  would  assist  elderly  individuals  and  their  families  in  making 
informed  health  care  choices  . 

Health  Care  Anti-Fraud,  Waste,  and  Abuse  Community  Volunteers  Demonstrations 

To  empower  individuals  to  resolve  complaints  and  understand  their  rights,  and  assist  retired 

persons  in  combating  health  care  waste,  fraud,  and  abuse. 

Older  Volunteers  as  Mentors  to  Assist  Transition  from  Welfare  to  Work 

Volunteer  and  other  non-profit  organizations  would  support  and  promote  the  use  of  older  persons 

as  "mentors"  to  help  individuals  in  welfare  families  make  the  transition  to  employment. 

Further  discussion  of  this  program  is  found  under  the  annual  performance  plan  section. 
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Grants  to  Indian  Tribes  and  Native  Hawaiian  Organizations 

Authorizing  Legislation:  Section  633  of  the  Older  Americans  Act  of  1965,  as  amended 
{expired) 

FY  1997  FY  1998  FY  1999 

Enacted  Enacted  Request 

$16,057,000  $18,457,000  $18,457,000 

Purpose  and  Method  of  Operations: 

Aging  Grants  to  Indian  Tribes  and  Native  Hawaiian  Organizations  provide  funding  to  Indian  tribal 
organizations,  Alaskan  Native  organizations,  and  non-profit  groups  representing  Native 
Hawaiians,  to  provide  supportive  and  nutrition  services,  including  both  congregate  and  home- 
delivered  meals,  to  older  Native  Americans.  These  services  are  responsive  to  the  cultural  diversity 
of  Native  communities  and  comprise  a  critical  component  of  comprehensive  community-based 
services  in  Native  communities.  A  funding  formula,  based  on  the  Tribal,  Alaskan  Native  or  Native 
Hawaiian  elder  population,  age  60  and  older,  is  used  to  distribute  funds.  In  the  past,  grant  awards 
have  ranged  from  $51,120  for  Tribes  with  populations  of  between  50  and  100  elders,  to  $125,000 
for  Tribes  with  populations  over  1,501  elders. 

Funding  for  this  activity  during  the  past  five  years  has  been  as  follows: 


1994  $16,902,000 

1995  $16,902,000 

1996  $16,057,000 

1997  $16,057,000 

1998  $18,457,000 


Rationale  for  the  Request 

The  FY  1999  request  is  the  same  as  the  FY  1998  enacted  level.  The  Grants  to  Indian  Tribes 
program  is  intended  to  provide  funding  for  nutrition  and  supportive  services  to  Indian  populations 
comparable  to  those  services  available  to  non-Native  American  seniors  under  other  Older 
Americans  Act  programs. 

The  results  of  a  1995  long-term  care  study  supported  by  AoA  indicated  that  the  need  for  home  and 
community-based  long-term  care  services  among  Indian  Tribes  is  extensive,  but  largely  unmet. 
Our  1995  Nutrition  Evaluation  documented  that  more  than  50  percent  of  Indian  congregate 
participants  have  incomes  at  or  below  the  poverty  level,  and  that  45  percent  of  Tribal  congregate 
meal  participants  report  that  the  congregate  meal  is  their  major  or  only  source  of  food  for  the  day. 

Due  to  the  isolation  of  many  programs  and  high  staff  turnover,  training  and  technical  assistance  are 
especially  important  to  the  success  of  Tribal  programs.  A  coordinated  and  systematic  training  and 
technical  assistance  program  would  enhance  service  delivery,  increase  the  number  of  persons 
trained  in  aging  and  aging  issues,  and  increase  the  quality  of  services  provided  such  as  food  safety 
and  sanitation  and  care-management. 
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This  program  supports  the  Department's  Strategic  goa1  to  Reduce  the  Major  Threat  to  Health  and 
Productive  Lives  for  all  Americans  by  providing  a  portion  of  the  nutrients  and  assistance 
necessary  to  sustain  a  healthy  life  . 

Further  discussion  of  this  program  is  found  under  the  annual  performance  plan  section. 
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Grants  to  States  for  the  Protection  of  Vulnerable  Older  Americans 

Authorizing  Legislation:  Title  VII  of  the  Older  Americans  Act  of  1965,  as  amended  (expired) 


FY  1997 
Enacted 
$9,181,000  1/ 


FY  1998 
Enacted 
$9,181,000  1/ 


FY  1999 
Request 
$9,181,000 


Purpose  and  Method  of  Operation: 

Funds  are  allocated  by  formula  and  provided  to  States  to  fund  programs  that  provide  protections  to 
the  most  vulnerable  elderly  including  residents  of  long  term  care  facilities.  These  programs  include: 

Long-Term  Care  Ombudsman; 
Prevention  of  Elder  Abuse,  Neglect  and  Exploitation; 
State  Elder  Rights  and  Legal  Assistance  Development;  and 
Outreach,  Counseling  and  Assistance. 

While  each  of  these  activities  have  their  own  distinct  mission,  all  five  work  in  conjunction  with 
each  other  at  the  State  level,  forming  a  synergy  which  increases  the  effectiveness  of  each. 
Therefore,  the  FY  1998  budget  proposes  to  consolidate  funding  for  these  activities.  Funding  these 
complementary  activities  together  as  a  single  line  item  will  ensure  that  States  have  the  flexibility  to 
meet  the  most  pressing  needs  of  their  vulnerable  elderly  population  and  highlight  the  importance  of 
these  activities. 

Funding  for  this  activity  during  the  past  five  years  has  been  as  follows: 


1994  $11,097,000 

1995  $11,157,000 

1996  $  9,181,000  1/ 

1997  $  9,181,000  1/ 

1998  $  9,181,000  1/ 


1/  Comparable  adjustment  -  funding  for  the  Ombudsman  and  Elder  abuse  programs  was  included  in  the 
Appropriation  for  Supportive  Services  and  Centers. 

Rationale  for  the  Request 

The  FY  1999  request  is  the  same  as  the  FY  1998  enacted  level.  This  program  supports  the 
Secretary's  Initiative  to  "Improve  the  Quality  Health  Care"  and  supports  the  Department's 
strategic  goal  to  Reduce  the  Major  Threats  to  the  Health  and  Productivity  of  All  Americans  by 
providing  resources  to  effect  the  additional  protection  required  for  vulnerable  older  Americans. 
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This  program  provides  the  assistance  needed  by  vulnerable  older  Americans  to  protect  themselves 
from  abuse  and  exploitation,  to  exercise  control  over  their  environment,  and  to  locate  the  resources 
they  need  for  care  and  daily  living. 

The  Long-Term  Care  Ombudsman  program  is  designed  to  investigate  and  resolve  complaints  made 
by,  or  on  behalf  of,  residents  of  long-term  care  facilities  related  to  action,  inaction,  or  decisions  that 
may  adversely  affect  the  health,  safety,  welfare  or  rights  of  residents.  One  of  four  persons  over  age 
85,  the  fastest  growing  age  group  in  the  country,  lives  in  a  nursing  home;  43  percent  of  all  persons 
over  the  age  of  65  will  spend  some  time  in  a  nursing  home. 

The  FY  1995  ombudsman  report  reflects  regular  coverage  of  77  percent  of  nursing  facilities,  but 
only  49  percent  of  board  and  care  homes.  Major  issues  related  to  board  and  care  homes  were  cited 
by  the  ombudsmen  more  often  than  any  other  single  issue. 

The  Prevention  of  Elder  Abuse,  Neglect  and  Exploitation  program  provides  activities  which 
promote  prevention  of  elder  abuse,  neglect' and  exploitation  of  the  vulnerable.  This  program 
protects  the  rights  of  older  people  to  be  safe  and  secure  within  their  homes  and  communities. 

The  State  Elder  Rights  and  Legal  Assistance  Development  program  is  designed  to  help  protect  the 
vulnerable  elderly  who  continue  to  live  in  the  community  in  such  areas  as  guardianship,  age 
discrimination,  consumer  protection,  surrogate  decision  making  and  financial  planning. 

The  Outreach,  Counseling  and  Assistance  provides  direct  assistance  through  counseling  for 
vulnerable  older  people  who  are  eligible  to  receive  benefits  under  public  assistance  programs  or 
private  programs  of  insurance  and  pensions. 

Further  discussion  of  this  program  is  found  under  the  Home  and  Community-Based  Services 
annual  performance  plan  and  the  LTC  Ombudsman  plan. 
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Alzheimer's  Disease  Demonstration  Grants  to  States 


Authorizing  Legislation:  Sections  398, 399  and  339A  of  the  Public  Health  Service  Act 
{expired) 


1/  Comparable  Adjustment  -  funding  for  Alzheimer's  Disease  Demonstration  Grants  to  States  was  contained  in  the 
appropriation  for  the  Health  Resources  and  Services  Administration,  (Department  of  Health  and  Human  Services). 

Purpose  and  Method  of  Operations: 

The  United  States  is  facing  a  public  health  crisis  that  has  significant  implications  for  families,  our 
health  care  system,  and  Federal  and  State  budgets.  This  crisis  is  Alzheimer's  Disease. 

The  estimated  cost  of  Alzheimer's  Disease  to  this  nation  is  about  $90  to  $100  billion  per  year, 
which  includes  direct  financial  outlays  for  nursing  care  and  indirect  costs,  such  as  lost  productivity 
of  the  victims  of  Alzheimer's  Disease  and  the  family  members  who  care  for  them  The  nearly  four 
million  people  in  the  United  States  who  have  Alzheimer's  Disease  or  related  disorders  is  expected 
to  double  in  the  next  20  years  and  all  of  them  will  eventually  require  full  time  care. 

Family  caregivers  of  individuals  with  Alzheimer's  Disease  have  been  called  the  "second  victims"  of 
this  disease.  Assistance  provided  to  family  caregivers  help  caregivers  anticipate  future  needs  and 
provide  training  for  handling  complex  aspects  of  24  hour  a  day  care.  Referrals  for  early  diagnosis 
of  Alzheimer's  Disease,  individual  and  family  counseling,  home  visits  from  professionals  and 
emotional  support  groups  alleviate  stress  and  caregiver  burnout,  as  well  as  add  to  the  quality  of  life 
of  victims  of  this  disease.  Community  services  include  the  need  for  information  about  the  disease 
and  knowledge  and  skills  training  about  how  to  cope  with  the  disease.  Caregivers  need  training  in 
behavior  management  techniques  and  assistance  in  how  to  resolve  other  day-to-day  problems. 

To  relieve  the  day-to-day  burden  of  caregiving,  a  vital  community  service  which  can  greatly  benefit 
families  and  the  Alzheimer's  patient  is  respite  care.  Respite  care  can  be  tailored  to  meet  the  various 
needs  of  the  caregiver,  such  as  a  few  hours  of  relief  to  enable  the  caregiver  to  take  care  of  social 
responsibilities,  or  a  more  comprehensive  program  of  adult  day  care. 

Initial  findings  of  a  mandated  national  evaluation,  scheduled  to  be  completed  in  Fiscal  Year  1997, 
indicate  that  Alzheimer's  demonstration  programs  have  proven  very  successful  in  expanding 
support  services  to  persons  with  Alzheimer's  Disease  and  family  caregivers.  The  demonstrations 
have  created  successful  approaches  in  providing  services  for  hard-to-reach  minority  and  low- 
income,  and  rural  families  who  need  assistance. 


FY  1997 
Enacted 
$5,999,000  1/ 


FY  1998 
Enacted 
$6,000,000  1/ 


FY  1999 
Request 
$6,000,000 
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Funding  for  this  activity  during  the  past  five  years  has  been  as  follows: 

FY  1994  $4,936,271 

FY  1995  $4,774,000 

FY  1996  $3,980,000 

FY  1997  $5,999,000 

FY  1998   $6,000,000 


Rationale  for  the  Request 

The  FY  1999  request  is  the  same  as  the  FY  1998  enacted  level  and  will  maintain  services  at  the  FY 
1998  level.  This  program  provides  funds  to  States  to  develop  model  practices  for  serving  victims 
of  Alzheimer's  Disease  and  their  families.  Of  the  15  grantees,  1 1  are  State  Units  on  Aging,  two 
are  State  health  departments,  one  is  a  State  mental  health  department,  and  one  is  a  State 
department  of  human  resources.  Nationally,  almost  150  agencies  are  involved  in  the  program. 
State  and  local  Alzheimer's  Association  chapters  are  active  in  all  of  the  projects. 

These  grants  have  generated  new  approaches  to  caring  for  Alzheimer's  victims.  The  central 
support  services  mandated  by  the  program  are  outreach  and  respite  services  for  hard-to-reach 
populations.  In  addition,  each  of  the  grantees  has  developed  service  and  outreach  programs  that 
are  specific  to  its  unique  needs  and  resources. 

This  program  supports  the  Department's  goals  to  Improve  Health  Care  and  Human  Service  and 
Reduce  the  Major  Threats  to  Healthy  and  Productive  Lives  for  all  Americans. 

Further  discussion  of  this  program  is  found  under  the  Annual  Performance  plan  section. 
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Program  Administration 

Authorizing  Legislation:  Section  205  of  the  Older  Americans  Act  of  1965,  as  amended 
{expired) 

FY  1997  FY  1998  FY  1999 

Enacted  Enacted  Request 

$14,758,000  1/  $14,795,000  $14,795,000 

1/  Reflects  $37,000  rescission  due  to  PL  104-208 


Purpose  and  Method  of  Operation: 

Salaries  and  related  expenses  necessary  to  provide  administrative  and  management  support  for  all 
AoA  programs.  Allocations  for  the  cost  of  facilities  rental,  automated  systems  support,  personal 
services,  travel,  supplies,  equipment  and  other  costs  are  made  by  the  Office  of  Administration  and 
Management  to  all  headquarters  and  regional  staff  offices  within  AoA. 

Funding  for  this  activity  during  the  past  five  years  has  been  as  follows: 


1994  $15,990,000 

1995   $15,953,000 

1996   $15,097,000 

1997  $14,758,000  1/ 

1998  $14,795,000 


1/  $37,000  rescission  reflected 
Rationale  for  the  Request 

The  FY  1999  request  of  $14,795,000  is  the  same  as  the  FY  1998  enacted  level.  The  amount 
requested  for  Program  Administration  will  support  salaries  and  expenses  for  staff  and  meet  the 
costs  of  facilities  and  ongoing  information  systems  support.  With  essentially  level  or  reduced 
funding  since  1994,  AoA  will  continue  to  work  to  streamline  operations  to  meet  the  anticipated 
higher  costs  of  facilities  and  other  services.  AoA  information  systems  are  year  2000  compliant. 
Funding  for  information  systems  will  be  used  to  improve  grants  administration  and  to  refine  data 
collection  and  analysis  capabilities  required  to  support  GPRA. 

AoA  has  reduced  its  staff  by  approximately  25  percent  over  the  past  four  years  in  response  to 
declining  administrative  resources.  In  FY  1997  AoA  reduced  its  regional  offices  from  ten  to  nine 
and  reduced  spending  for  printing  and  mailing.  Increased  services  costs  in  FY  1 999  will  be  met 
through  necessary  reductions  in  other  lower  priority  areas. 

Further  discussion  of  this  funding  is  found  under  the  Annual  Performance  plan  section 
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ADMINISTRATION  ON  AGING 
Federal  Administration 
Detail  of  Positions 


FY  1997 

FY  1998 

FY  1999 

Actuals 

Estimate 

Estimate 

Executive  level  IV 

118,400 

121,153 

Executive  level  V 

Subtotal-  Exec.  Level 

118,400 

121,153 

ES-2 

382,305 

385,268 

389,311 

ES-1 

119,505 

122,283 

126,074 

Total-ES  Salary 

501,810 

507,551 

515,384 

GS-15 

1,859,059 

1,900,232 

1,959,140 

GS-14 

707,226 

825,994 

851,600 

GS-13 

3,928,663 

3,690,419 

3,744,826 

GS-12 

869,868 

906,653 

934,759 

GS-11 

38,117 

89,236 

92,002 

GS-10 

101,405 

103,763 

106,980 

GS-9 

187,960 

510,606 

526,435 

GS-8 

- 

- 

■ 

GS-7 

153,880 

153,880 

158,651 

GS-6 

133,843 

136,954 

141,200 

GS-5 

29,597 

30,285 

31,224 

GS-1 

19,570 

20,025 

20,646 

Subtotal 

8,029,190 

O       /"O  AiA 

8,368,049 

8,567,463 

Total  FTE  usage,  end  of  year 

131 

140 

142 

Full-time  Equivalent  (FTE) 

130 

139 

141 

usage 

HCFAC  funded  FTE 

1 

1 

1 

Average  ES  level 

2 

2 

2 

Average  ES  salary 

125,452 

126,888 

128,846 

Average  GS  grade 

13/4 

13/3 

13/3 

Average  GS  salary 

61,292 

59,772 

60,334 

39 


1494 


Administration  on  Aging 
Title  III,  Part  B,  Supportive  Services  1/ 


rY 

CV  <l  ooo 

rY  iggo 

CV  HQQO 
rl  1999 

State/Territory: 

Actual 

Actual 

Estimates 

Total 

$291,260,000 

$298,819,000 

$298,819,000 

Alabama 

$4,705,559 

$4,828,195 

$4,828,784 

Alaska 

$1  45fi  300 

$1  4Q4  095 

$1  494  095 

Ari7nna 

$3  703  745 

4>W,  /  WW,  /  *tJ 

$3  R47  570 

$3  848  1 80 

Arka  ncac 
ni  r\ai  ioao 

$3,229,862 

$3,308,532 

$3,308,909 

0  3 1  i  f  o  r  n  i  3 

$27,058,910 

$27,819,965 

$27,823,573 

Colorado 

$2,877,246 

$2,969,117 

$2,969,538 

Connecticut 

$4,071,917 

$4,168,635 

$4,169,109 

De  laws  re 

$1,456,300 

$1,494,095 

$1,494,095 

District  of  Columbia 

$1,456,300 

$1,494,095 

$1,494,095 

$18,203,919 

$18,757,231 

$18,759,862 

ocui  y  id 

$5  7R3  R09 

$5  939  3R0 

$5  933  145 

Hawaii 

$1  509  494 

$1  535  R2R 

$1  535  783 

Idaho 

$1  499  751 

$1  594  030 

$1  594  174 

Minnie 
Illinois 

$13  41R  57R 

^  I  0,*t  10,3/0 

$13  79R  333 

$13  799  R79 

Indiana 

$R  4^0  R5fi 

$R  451  R9R 

Iowa 

«Q  CMC  CTH 

$4  n^R  19R 

$4  n^R  5RR 

Kansas 

9-3,1  1  *»,01  > 

«po,<£«w  ,y  iu 

SO,Z40.ZDy 

Kentucky 

Cd  AOQ  Gen 

«a  iin  n7Q 

I  Aiiiciana 
LUUIdldlld 

$4  37Q  1 33 

$4  4RR  R1R 

$4  489  347 

Maine 

3>  I  ,0*tl7,*tU*t 

$1  ^Rfi  1RD 
$  1  OOD,  1  DU 

$1  (\RR  lis 
9 1 ,000,000 

Ma  ryland 

^H,0  /  l,Jf  3 

$4  RQR  79R 

$4  R97  331 

ivldobdul  lube  Lib 

$7  597  93R 

$7  779  9R3 

$7  773  14R 

Mir'hinan 
ivnui  ny  ai  i 

$10  091  078 

V  i  U,UL  1  ,Uf  o 

$10  977  594 

$10  978  7R1 

MinnpentQ 
rwlir  INcSUld 

$4  9R9  R35 

$5  ORR  R01 

$5  0R7  395 

,090 

KA  ice  icci  nni 

$3  f)17  R9R 

$3  0Q0  9R4 

$3  091  335 

Missouri 

$6,573,463 

$6,729,832 

$6,730,597 

Montana 

$1,475,689 

$1,502,272 

$1,502,395 

Nebraska 

$2,126,056 

$2,174,509 

$2,174,744 

Nevada 

$1,519,221 

$1,565,476 

$1,565,675 

New  Hampshire 

$1,496,767 

$1,527,285 

$1,527,428 

New  Jersey 

$9,463,234 

$9,695,475 

$9,696,603 

New  Mexico 

$1,489,752 

$1,533,801 

$1,534,000 

New  York 

$22,494,599 

$23,009,800 

$23,012,318 

North  Carolina 

$6  851  108 

$7  060  248 

$7,061,217 

North  Dakota 

$1  456,300 

S1  494  095 

$1  494  095 

$1?  731  977 

$1^  fl4Q  1^7 

$13  050  R87 

Oklahorna 
Oregon 

Ponnculwania 

$3,940,795 

$3  33R  41 Q 

$4,038,595 

$3  499  1RO 

$4,039,064 

$3  499  R90 

$1fi  549  571 

$o,*t£y,  i  ou 
$1R  Q9Q  R5R 

3  lO.y^y.OOU 

$1R  931  5RR 
^  lo.yo  1 ,000 

Rhndd  IcIanH 
rMlOUC  Ibldl  IU 

$1  514  Q77 

$1  54R  191 

$1  54R  974 

9  1 ,0*tw,^  #  H 

South  Carolina 

i>  j,  jou,zy<4 

CI  ylQ1  ASH 

<t> j,4o  i  ,yoo 

South  Dakota 

<m  /iQ/i  not; 

<ti  /q/i  noK 
*i  .Hiw.uyo 

Tennessee 

JO, OHO, Or  o 

CC.  enc  4qc 

*o,oyo,«»yo 

3>D,DyD,ZU'+ 

Texas 

(4C   ICC  QQ7 

* io,  ioo,yy> 

tic  con  coo 

tic  coo  707 

Utah 

$  1 ,0  lO.OOl 

C-1  CC7 

ti  CC7 

Vermont 

$1,456,300 

$1,494,095 

$1 ,494,095 

Virginia 

$5777!339 

$5!943!308 

$5,944!096 

Washington 

$4,839,375 

$4,982,685 

$4,983,350 

West  Virginia 

$2,568,294 

$2,626,680 

$2,626,970 

Wisconsin 

$5,888,029 

$6,033,755 

$6,034,461 

Wyoming 

$1,456,300 

$1,494,095 

$1,494,095 

American  Samoa 

$459,439 

$459,855 

$459,857 

Guam 

$728,150 

$747,048 

$747,048 

Northern  Mariana  Islands 

$185,692 

$186,762 

$186,762 

Puerto  Rico 

$2,784,843 

$2,868,683 

$2,869,083 

Patau 

$69,845 

$34,922 

$0 

Virgin  Islands 

$728,150 

$747,048 

$747,048 

1/  Excludes  funds  withheld  for  evaluation  in  FY  98-99  as  authorized  by  the  OAA. 
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1495 


Administration  on  Aging 
Title  III,  Part  C1,  Congregate  Meals  1/ 


FY  1997      FY  1998      FY  1999 
State/Territory:  Actual        Actual  Estimates 


Total 

$364,391,000 

$373,000,000 

$373,000,000 

Alabama 

CC  OOC  OA-i 

$5,885,391 

$6,026,232 

CC  AOC  f\A  Q 

$6,026,948 

Alaska 

c-i  ooh  ncc 

$1,821,955 

C4    OCC  AAA 

$1,865,000 

C4   OCC  AAA 

$1 ,855,000 

Arizona 

ff»  m   CAT  4  0n 

$4,597,120 

$4,756,490 

C  A  "7C7  OOO 

$4,757,233 

Arkansas 

C  A  f\A  O  AO  A 

$4,048,024 

C  A    OO  OOA 

$4,138,280 

C  A   A  OO  700 

$4,138,738 

California 

COO  701  OOC 

$33,781,235 

COvl  CCO  "lOO 

$34,652,138 

CO.4  CCC  coo 

$34,656,529 

Colorado 

CO  COO  C  A  A 

$3,582,540 

$3,686,617 

CO  C07  H  O  A 

$3,687,130 

Connecticut 

CC   A  AO  070 

$5,102,278 

$5,214,073 

*C  o<l  >l  CCA 

$5,214,650 

Delaware 

&  a  QAf\  ao  jt 
$1,840,034 

C4   OCC  AAA 

$1 ,865,000 

(t  OCC  AAA 

$1,865,000 

District  of  Columbia 

$1,834,375 

fl*  4    OCC  AAA 

$1 ,865,000 

C<t   OCC  AAA 

$1,865,000 

Florida 

COO  CCC  OOO 

$22,665,992 

COO  OAQ  COA 

$23,299,639 

COO  OAO  QyM 

$23,302,841 

Georgia 

$7,192,017 

07  O  O  4  A74 

$7,384,071 

C7  OOC  A07 

$7,385,027 

Hawaii 

CI   QQQ  OCO 
$1 ,000,000 

C4  OOC  OytC 

$1 ,926, 34b 

C-1  OOC  C07 

$1 ,92b, 03/ 

Idaho 

C4  QQn  407 

$1  ,880,437 

C4  Q4  C  QQO 

$1,915,893 

C«1  Q*t  C  ACQ 

$1 ,9ib,0b8 

Illinois 

C1C  B17  CQ/I 

$16,81  /  ,b94 

C17  -17B  7CR 

$1  /,l  /o,/b0 

C17  1  an  C07 

$1  /,  I0U.O0/ 

Indiana 

C7  D7C  cee 
$  /  , £5/0,000 

CB  AC7  OQO 

$0,05/, 292 

ca  nca  007 
$0,000,22/ 

Iowa 

C/1  Q/1Q  CCC 

$4,y4y,oo5 

fC  AC/1  ACA 

$5,004,05U 

CK  nC>4  KB7 
<pO,U04,00/ 

Kansas 

co.  qoi  ni  1 
*o,yo  i  ,u  i  i 

ncc  70c 
*4,uoo,  /yo 

C4  ncc  000 

$4,UOO,ZOZ 

Kentucky 

CC  >1 1  1  CCO 
$0,41 1  ,OOZ 

CC  coc  >icc 
$0,000,400 

cc  co.c  na7 
$o,ooo,uo/ 

Louisiana 

CC  7QA 

cc  cna  ncc 

cc  cna  7co 

Maine 

CI  040  OQC 

$  1 ,307,  /  Z4 

C1  Qft4  041 

Maryland 

cc  7na  iii 

.pO,  /U0.044 

cc  aco  0^0 

CC  ac*?  Q77 
*o, OOZ.9/  / 

Massachusetts 

co  ko/i  caa 
3>y,oz4,ooo 

CO  707  CdO 

$y,  /  £.1 ,04z 

CO  70a  coc 
j>a,  /  ^0,090 

Michigan 

CI  O  C07  QC7 

9  IZ.OO/  ,yo/ 

CIO  BO.O  Q1  4 

9  i  z,ooz,y  i  i 

cio  004  417 

$   I  t-y 004,4  1  / 

Minnesota 

CC  O-l  C  O^O 
$b,Zlb,Z43 

CC  OC7  COO 
00,00/  ,000 

cc  o.ca  occ 

*0, OOO, zoo 

Mississippi 

CO.  7BO  nC7 
*0,/  oz,uo/ 

co.  acc  1 

$0,000, Z  I  I 

co.  acc  cob 
90,000,000 

Missouri 

tO  OOC  BBQ 

oo.zoo.ooz 

CO  AM  CCO 
$0,4  I  /  ,30i 

to  A\ a  AOA 
00,4  1  0,404 

Montana 

C4  CCX  CCA 

$1 ,064,0bU 

C4  QQyl  700 

$1,894,/ 28 

C  A  OOA  B77 

$1  ,oy4,B/  / 

Nebraska 

CO  CCD  ftOC 

$2,668,085 

CO  700  QQQ 

$2,723,899 

CO  70>t  A  QC 

$2, /24.185 

Nevada 

c-t  nfln  ao a 
$1,900,020 

C4  net  AAA 

$1,951,444 

c«i  net  coc 
$1,951,686 

New  Hampshire 

C«t   OOC  7AO 

$1,885,708 

C4  AOA  ytCQ 

$1,920,468 

C-1  OOA  C>IO 

$1 ,920,642 

New  Jersey 

$11,851,056 

$12,118,744 

C  *  O  4  OA  <lt7 

$12,120,117 

New  Mexico 

C  A    OCA  CHE 

$1,860,515 

C4  /\4  OC7 

$1,910,257 

C*l  A  4  A  A  AO 

$1,910,499 

New  York 

$28,217,638 

$28,812,596 

coo  one  ect 

$28,815,661 

North  Carolina 

$8,539,190 

$8,776,874 

$8,778,053 

Nortn  uaKota 

$1,845,471 

C  A   OCO  OC  -i 

$1,868,351 

C  -1  QCQ  4C7 

$1 ,868,46/ 

Ohio 

C4  C  AO  >l   -1  07 

$15,934,187 

C  4  C  O  AA  A  A  O 

$16,300,412 

C4C  OAO  OAQ 

$16,302,298 

Oklahoma 

$4,936,176 

CC  P\  A  O  >C3it 

$5,048,434 

CC  A/IA  AAC 

$5,049,005 

Oregon 

C  A   4  CC  71  -1 

$4,166,71 1 

C>i  070  070 

$4,272,878 

$4,273,414 

Pennsylvania 

f  nA  -TO  m  no 

$20,724,122 

C04   4  70  OAC 

$21 ,173,896 

tot   t7fl  Oifi 

$21 ,176,246 

Knode  island 

C 4  OflC  OA7 

$1 ,900,20/ 

C4  0.4  4  O>10 

$1 ,941 ,242 

C-1  Q>t  4  >tOO 

$l,94l,42y 

South  Carolina 

C A  04  O  CAO 

$4,213,502 

C.4  OOQ  OO/I 

$4,328,934 

C>l  OOO  CIO 

$4,329,512 

South  Dakota 

C4  BC7  i  i4Q 

$1  ,oO/, 149 

ci  aao  7cn 

$l,08z,/5U 

C1  BOO  BB-I 
$1  ,OO£,O0  1 

Tennessee 

CC  OOO  V1C7 

$b, 932,46/ 

C7  1  n>i  AOC 
$/,104,U20 

C7  *in>t  aaa 

$/ ,1U4,000 

Texas 

$18,917,276 

$19,433,385 

$19,435,940 

Utah 

$l!899!079 

$1,944,901 

$l!945!l27 

Vermont 

$1,823,116 

$1,865,000 

$1,865,000 

Virginia 

$7,207,026 

$7,397,084 

$7,398,044 

Washington 

$6,037,442 

$6,200,370 

$6,201,179 

West  Virginia 

$3,220,441 

$3,288,212 

$3,288,565 

Wisconsin 

$7,372,900 

$7,540,698 

$7,541,557 

Wyoming 

$1,821,955 

$1,865,000 

$1,865,000 

American  Samoa 

$591,052 

$591,532 

$591,534 

Guam 

$910,978 

$932,500 

$932,500 

Northern  Mariana  Islands 

$238,836 

$239,070 

$239,071 

Puerto  Rico 

$3,468,044 

$3,564,155 

$3,564,642 

Palau 

$85,506 

$42,753 

$0 

Virgin  Islands 

$910,978 

$932,500 

$932,500 

1/  Excludes  funds  held  for  statutory  requirements  in  FY  98-99. 
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1496 


Administration  on  Aging 
Title  III,  Part  C2,  Home  Meals 


FY  1997 

FY  1998 

FY  1999 

State/Territory: 

Actual 

Actual 

Estimates 

Total 

$105,297,000 

$112,000,000 

$112,000,000 

Alabama 

$1,700,494 

$1,807,948 

$1,808,132 

Alaska 

$526,485 

$560,000 

$560,000 

Arizona 

$1,338,050 

$1,472,111 

$1,472,302 

Arkansas 

$1,148,420 

$1,217,479 

$1,217,597 

California 

$9,921,161 

$10,592,321 

$10,593,452 

Colorado 

$1,075,662 

$1,158,140 

$1,158,272 

Connecticut 

$1,450,759 

$1,534,505 

$1,534,654 

Delaware 

$526,485 

$560,000 

$560,000 

District  of  Columbia 

$526,485 

$560,000 

$560,000 

Florida 

$6,810,730 

$7,298,035 

$7,298,859 

Georgia 

$2,120,787 

$2,271,084 

$2,271,330 

Hawaii 

$526,485 

$560,000 

$560,000 

Idaho 

$526,485 

$560,000 

$560,000 

Illinois 

$4,766,046 

$5,035,002 

$5,035,484 

Indiana 

$2,265,336 

$2,401,935 

$2,402,176 

Iowa 

$1,392,671 

$1,471,326 

$1,471,464 

Kansas 

$1,123,385 

$1,187,003 

$1,187,115 

Kentucky 

$1,548,236 

$1,642,280 

$1,642,443 

Louisiana 

$1,572,031 

$1,667,720 

$1,667,886 

Maine 

$549,514 

$581,557 

$581,613 

Maryland 

$1,673,825 

$1,783,251 

$1,783,440 

Massachusetts 

$2,695,276 

$2,846,126 

$2,846,397 

Michigan 

$3,612,563 

$3,836,649 

$3,837,036 

Minnesota 

$1,775,417 

$1,884,143 

$1,884,329 

Mississippi 

$1,072,977 

$1,137,220 

$1,137,330 

Missouri 

$2,341,507 

$2,477,006 

$2,477,245 

Montana 

$526,485 

$560,000 

$560,000 

Nebraska 

$747,902 

$790,123 

$790,197 

Nevada 

$549,072 

$591,954 

$592,017 

New  Hampshire 

$526,485 

$560,000 

$560,000 

New  Jersey 

$3,387,034 

$3,589,174 

$3,589,527 

New  Mexico 

$609,749 

$649,515 

$649,578 

New  York 

$7,944,072 

$8,390,946 

$8,391,735 

North  Carolina 

$2,543,128 

$2,729,841 

$2,730,144 

North  Dakota 

$526,485 

$560,000 

$560,000 

Ohio 

$4,579,882 

$4,855,025 

$4,855,510 

Oklahoma 

$1,407,565 

$1,493,340 

$1,493,487 

Oregon 

$1,219,483 

$1,301,263 

$1,301,401 

Pennsylvania 

$5,903,607 

$6,235,525 

$6,236,130 

Rhode  Island 

$526,485 

$560,000 

$560,000 

South  Carolina 

$1,253,903 

$1,343,636 

$1,343,785 

South  Dakota 

$526,485 

$560,000 

$560,000 

Tennessee 

$2,011,728 

$2,144,428 

$2,144,650 

Texas 

$5,596,137 

$6,002,810 

$6,003,468 

Utah 

$558,142 

$594,318 

$594,376 

Vermont 

$526,485 

$560,000 

$560,000 

Virginia 

$2,130,726 

$2,276,907 

$2,277,155 

Washington 

$1,783,070 

$1,910,931 

$1,911,139 

West  Virginia 

$909,519 

$959,681 

$959,771 

Wisconsin 

$2,108,683 

$2,235,757 

$2,235,978 

Wyoming 

$526,485 

$560,000 

$560,000 

American  Samoa 

$128,140 

$128,501 

$128,502 

Guam 

$263,242 

$280,000 

$280,000 

Northern  Mariana  Islands 

$65,811 

$70,000 

$70,000 

Puerto  Rico 

$1,039,067 

$1,112,769 

$1,112,894 

Palau 

$21,429 

$10,715 

$0 

Virgin  Islands 

$263,242 

$280,000 

$280,000 

42 


1497 


Administration  on  Aging 
Title  III,  Part  D,  In-Home  Services 


FY  1997 

FY  1998 

FY  1999 

State/Territory; 

Actual 

Actual 

Estimates 

Total 

$9,263,000 

$9,763,000 

$9,763,000 

Alabama 

$148,944 

$156,837 

$156,856 

Alaska 

$46,315 

$48,815 

$48,815 

Arizona 

$147,369 

$162,502 

$162,521 

Arkansas 

$95,113 

$100,270 

$100,281 

California 

$909,635 

$961,778 

$961,888 

Colorado 

$104,849 

$112,210 

$112,223 

Connecticut 

$120,855 

$126,351 

$126,366 

Delaware 

$46,315 

$48,815 

$48,815 

District  of  Columbia 

$46,315 

$48,815 

$48,815 

Florida 

$663,547 

$700,982 

$701,064 

Georgia 

$196,704 

$209,342 

$209,366 

Hawaii 

$46,315 

$48,815 

$48,815 

Idaho 

$46,315 

$48,815 

$48,815 

Illinois 

$392,923 

$409,916 

$409,963 

Indiana 

$195,661 

$204,828 

$204,851 

Iowa 

$112,325 

$117,649 

$117,663 

Kansas 

$91,475 

$95,696 

$95,707 

Kentucky 

$131,601 

$138,339 

$138,355 

Louisiana 

$134,620 

$141,377 

$141,394 

Maine 

$46,315 

$48,815 

$48,815 

Maryland 

$152,793 

$160,678 

$160,697 

Massachusetts 

$221,176 

$230,598 

$230,625 

Michigan 

$313,539 

$329,598 

$329,637 

Minnesota 

$150,194 

$158,252 

$158,270 

Mississippi 

$88,907 

$93,646 

$93,657 

Missouri 

$195,045 

$204,005 

$204,029 

Montana 

$46,315 

$48,815 

$48,815 

Nebraska 

$59,640 

$62,588 

$62,596 

Nevada 

$48,188 

$52,884 

$52,890 

New  Hampshire 

$46,315 

$48,815 

$48,815 

New  Jersey 

$286,643 

$300,606 

$300,641 

New  Mexico 

$49,519 

$53,210 

$53,217 

New  York 

$641,157 

$670,998 

$671,076 

North  Carolina 

$242,239 

$258,232 

$258,262 

North  Dakota 

$46,315 

$48,815 

$48,815 

Ohio 

$394,543 

$412,947 

$412,995 

Oklahoma 

$118,500 

$124,855 

$124,870 

Oregon 

$110,949 

$117,288 

$117,302 

Pennsylvania 

$494,733 

$514,353 

$514,413 

Rhode  Island 

$46,315 

$48,815 

$48,815 

South  Carolina 

$119,247 

$126,544 

$126,559 

South  Dakota 

$46,315 

$48,815 

$48,815 

Tennessee 

$178,357 

$188,872 

$188,894 

Texas 

$523,890 

$559,235 

$559,300 

Utah 

$46,395 

$49,568 

$49,574 

Vermont 

$46,315 

$48,815 

$48,815 

Virginia 

$198,995 

$210,232 

$210,257 

Washington 

$166,267 

$177,166 

$177,187 

West  Virginia 

$74,292 

$77,323 

$77,332 

Wisconsin 

$179,062 

$187,995 

$188,017 

Wyoming 

$46,315 

$48,815 

$48,815 

American  Samoa 

$5,789 

$6,102 

$6,102 

Guam 

$23,158 

$24,408 

$24,408 

Northern  Mariana  Islands 

$5,789 

$6,102 

$6,102 

Puerto  Rico 

$101,005 

$106,578 

$106,590 

Patau 

$2,115 

$1,057 

$0 

Virgin  Islands 

$23,158 

$24,408 

$24,408 
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rY  199/ 

CV  1QQO 
l"Y  1990 

CV  4AQQ 

rY  1999 

State/Territory: 

Actual 

Actual 

Estimates 

Total 

$15,623,000 

$16,123,000 

$16,123,000 

Alabama 

5201  ,204 

tOCQ  f\f\A 

52&y,ou4 

toco  no.  a 

5209,030 

Alaska 

C7ft  -I4C 

5*0,110 

ton  a*  c 

500, did 

can  £4  c 
560, bio 

Arizona 

C7/40  CA Q 

COCQ  ICQ 

520b,  ooy 

coca  "iOA 
5260,394 

Arkansas 

51DU.414 

$165,587 

C4cc  enn 
51bo,b09 

California 

51.D34.10U 

C4  cae  <5A1 
9l.900.3Ul 

C4   COO  CAC 

51,060,000 

Colorado 

C17R  QIC 
51  /0.030 

ciac  orvc 
5100,3Ub 

5166,329 

Connecticut 

Cono  oon 

cona  ARB 
9^00,bD0 

5200,000 

Delaware 

C7B  4  4  ft 

can  ei  c 
500,010 

can  <s 4  c; 
560,610 

District  of  Columbia 

47fl  11*; 

can  ci  c 
90U, bl  0 

can  C4  ft 
560,010 

Florida 

$1  119  117 

$1  1R7  R14 

9  1,  1  Of  ,D  l*f 

*1  1  *>7  7R4 
91,  ID', '  D^r 

Georgia 

*JJ  1 ,  *  o«t 

9<3*tO,f  1  1 

90*tO,  /  DO 

$78  115 

can  rir 

*OU,D  I  D 

tRO  fii  *; 

J>OU,D  I  D 

luano 

0, I  ID 

eon  c  i  c 

con  ft 4  c 
*OU.O  I D 

lllinnic 

$676,942 

CR77  n-in 

Indiana 

fttft  9Rfi 

CO.-1Q  onn 

Iowa 

$189  444 

C1  CM  aia 

i\ansas 

$154  278 

tics  ni4 

9  1  DO,UD*f 

l(~antl  icl/u 

$221  954 

a*;*; 

$228  484 

1  miiciana 
^Vsuoiai  id 

$227  046 

woo,**  /  0 

DUO 

$78,115 

$80,615 

$&n  fii  s 

Mai  yiany 

$9R7  RQR 

$265,347 

t9Rc  ^R1 

Massachusetts 

coon  04 0 
$oou,o  1 0 

coon  ofto 

rviicniydn 

tR3R  anc 

Cft^  07c 

Minnocnta 

iviinricoOid 

^^JJ.O  f  ^ 

*.?R1  ^4n 

9^0  1  ,0*tU 

*9fi1  **74 

Mississippi 

CI  AQ  QAR 

9  io**,o**y 

C4  ftftO 

Missouri 

to-ip  nee 
9320,  y  DO 

Moe  Ofto 

Cooc  (V40 

Montana 

can  rir 
9ou,o  i  d 

tRH  R1 R 

Nebraska 

cmn  ca.7 
5>i  oo.oo/ 

91  iM.ooy 

C4no  070 

Nevada 

$81,272 

$87,334 

t«7  0>lft 

New  Hampshire 

$78,115 

$80,615 

$80,615 

New  Jersey 

$483,443 

QACkG  Ana 

5496,4ZO 

*■  a  r\c  >iftn 

$49o,49U 

New  Mexico 

$83,517 

$87,873 

$87,884 

New  York 

C4  AQ4  ICC 

$1 ,081  ,jdo 

C4  4  no  nno 

$1  ,  loo.oyo 

C4  4  no  0>I4 

51,108,241 

North  Carolina 

$408,553 

$426,449 

$426,504 

Norm  Dakota 

$78,115 

$80,615 

con  C4  c 
90U.D10 

Ohio 

$665,424 

$001, 948 

ccoo  noc 

UKianoma 

•  1  oft  oca 
$199,000 

one  4  oft 

$zuo,ioy 

tone  04  c 
920b, 21 D 

Oregon 

$187,124 

»4  fto  COO 

5193,692 

C4  ftO  74  7 

9193,^1  / 

Pennsylvania 

to-ij  xnn 
5034, 4UU 

CB/1Q  >140 

♦049,41  2 

CA/tQ  COO 

5049,022 

Rhode  Island 

C7B  11C 

can  ci  *; 

con  c  1  c 
90U.O10 

South  Carolina 

52U1  ,110 

5200,9  1 0 

tono  nnc 
5209, U0d 

South  Dakota 

t7D  4  4ft 

5»o,no 

can  ci  c 
500,010 

ton  ft  4  ft 
90U.O10 

Tennessee 

foAn  qi  1 
3>oU0,ol  1 

jqi 4  one 

COI  4  QA7 

Texas 

5003,0/0 

tooQ  can 

99^3,049 

Ulan 

C7B  O^Q 

5*o,24y 

CB4  DC7 

3>o  1 ,00/ 

C04  Oft7 

90  1  ,ODr 

Vermont 

$78,115 

$80,615 

$80,615 

Virginia 

$335]618 

$347^181 

$347!226 

Washington 

$280,420 

$292,575 

$292,613 

West  Virginia 

$125,298 

$127,692 

$127,708 

Wisconsin 

$302,001 

$310,459 

$310,499 

Wyoming 

$78,115 

$80,615 

$80,615 

American  Samoa 

$9,764 

$10,077 

$10,077 

Guam 

$39,058 

$40,308 

$40,308 

Northern  Mariana  Islands 

$9,764 

$10,077 

$10,077 

Puerto  Rico 

$170,352 

$176,004 

$176,027 

Palau 

$3,867 

$1,934 

$0 

Virgin  Islands 

$39,058 

$40,308 

$40,308 
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PY  1QQ7 
ri  199/ 

PY  1QQQ 

State/Territory: 

Actual 

Actual 

Estimates 

Total 

$9,181,000 

$9,181,000 

$9,181,000 

Alabama 

$147  695 

4?  1  *t  I  ,U£J 

$147  486 

$147  505 

Alaska 

$45  905 

$45  905 

$45  905 

Mll^UIld 

$146  flR4 
4)  lfO,UOt 

4>  1 0^,0  l*T 

$159  877 

Arkansas 

$94  270 

$94  292 

$04  707 

OdlllUI  Hid 

4>57U  1 ,OOU 

$004  47Q 

$004  548 
4>57U*t,0*rO 

VOIOldUO 

4>  i  uo,m  i 

em5  £90 

4>  I  UD.OZU 

$1fl5  577 

WWI II  ICVllVUi 

$119,784 

$1 18  818 

4*  1  1  0,0  1  O 

$118  877 

4>  1  1  0,0  J  J 

UcldWdl  c 

$45  905 

$45  Q05 

$45  Q05 

r^ietripf  nf  f*nlnmhia 

L-HSUIl/l  Ul  ^sUIUHIUId 

$45  905 

$45  006 

$45  905 

Florida 

$657  (570 

$650  189 

$650  971 

fnPftrnia 
vjcuiyia 

$104  069 

$106  861 

4*  1  3U,QU  1 

$106  ftft5 

Hawaii 

$45,905 

$45,905 

$45,905 

Idaho 

$45  905 

$45  905 

$45  905 

Illinois 

$389,443 

$385,476 

$385,524 

Indiana 

$193,928 

$192,615 

$192,640 

Iowa 

$111,330 

$110,635 

$110,649 

Kansas 

$90,665 

$89,990 

$90,002 

Kentucky 

$130,436 

$130,090 

$130,107 

Louisiana 

$133^428 

$132^948 

$132^965 

Maine 

$45,905 

$45,905 

$45,905 

Maryland 

$151,440 

$151^099 

$151,118 

Massachusetts 

$219,217 

$216,850 

$216,877 

Michigan 

$310,763 

$309,948 

$309,986 

Minnesota 

$148,864 

$148,817 

$148,836 

Mississippi 

$88,120 

$88,063 

$88,073 

Missouri 

$193,317 

$191,843 

$191,866 

Montana 

$45,905 

$45,905 

$45,905 

Nebraska 

$59,112 

$58,856 

$58,864 

Mp\/aHa 

$47  762 

$49  731 

$49  737 

Mpw  HamnQhirp 

IVCW  1  Idl  1  IfJdl  1 II  c 

$45  005 

$45  005 

4>"*J  ,57*J<J 

$45  005 

Mail/  to  rccsv/ 

$984  105 

$9R9  687 
41^0^,000 

$989  71 Q 
9£0&,  /  15? 

$40  oro 

550  078 

$50  044 

Nlpw  York 

«fi7«;  47Q 

$670  QQ9 

4>OOU,5757^ 

$671  071 

iNunn  Carolina 

$940  004 

$949  R7fi 

$949  866 

Nlnrth  Dakota 

$45,905 

$45  Q05 

$45  905 

«7qi  n4Q 
4>05?  1  ,U4y 

$788  796 

$788  775 
41000,0/  0 

Oklahoma 

$117  450 

$117  411 

$1 17  496 

47  I  1  /  ,H£U 

iw/l  cyui  1 

$100  067 

4)  IU57,57U/ 

$110  9Q6 
4)  1  1 U/9J 

$110  70Q 
4*  i  i u,ouy 

Ppnn^vlwanifl 
i  cm  i oy ivai  iia 

$400  751 

$4R7  6R7 

$487  747 

Rhode  Island 

$45,905 

$45,905 

$45,905 

^rtnth  r^arnlina 
ouuiii  v^diumid 

$1 1ft  1Q1 

•Hi  1  O,  1  57  1 

$110  000 

$110  016 

4>  I  I  53, \J  1  9 

South  Dakota 

$45,905 

$45  005 

$45  905 

Tennessee 

$176,777 

$177,61 1 

$177,633 

Texas 

$519,251 

$525,892 

$525,958 

Utah 

$45,985 

$46,613 

$46,618 

Vermont 

$45^905 

$45^905 

$45^905 

Virginia 

$197,233 

$197,698 

$197,723 

Washington 

$164,794 

$166,603 

$166,624 

West  Virginia 

$73,634 

$72,713 

$72,722 

Wisconsin 

$177,476 

$176,787 

$176,810 

Wyoming 

$45,905 

$45,905 

$45,905 

American  Samoa 

$5,739 

$5,739 

$5,739 

Guam 

$22,953 

$22,953 

$22,953 

Northern  Mariana  Islands 

$5,739 

$5,739 

$5,739 

Puerto  Rico 

$100,110 

$100,223 

$100,236 

Paiau 

$2,124 

$1,063 

$0 

Virgin  Islands 

$22,953 

$22,953 

$22,953 

1/  Funding  appropriated  within  Supportive  Services  in  FY  97-98. 
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Executive  Summary 

Overview  of  the  agency  and  its  programs 

The  Administration  on  Aging  (AoA)  serves  as  the  primary  federal  focal  point  and  advocacy 
agency  for  older  Americans.  Through  a  Statewide  services  delivery  infrastructure,  AoA-funded 
programs  deliver  comprehensive  in-home  and  community  services;  and  make  legal  services, 
counseling,  and  ombudsmen  programs  available  to  elderly  Americans.  AoA  accomplishes  this 
mission  in  concert  with  its  partners  —  the  State,  tribal  and  area  agencies  on  aging,  and  the 
providers  of  services  ~  that  comprise  the  aging  network. 

The  AoA  makes  grants  under  the  authority  of  the  Older  Americans  Act  (the  Act),  which  provides 
funds  for  services  and  for  basic  administrative  support  of  the  State  and  area  agencies  on  aging 
mat  comprise  the  aging  network.  Funds  under  the  Act  are  meant  to  be  used  to  "fill  gaps"  in  other 
services  programs.  Most  services  provided  through  the  aging  network  are  paid  for  from  other 
sources,  including  other  Federal  programs,  State  programs  (often  substantial),  local  funds  and 
program  income  received  as  donations  by  people  who,  for  example,  eat  a  meal  at  a  congregate 
meal  site. 

The  aging  network  meets  a  wide  range  of  needs.  Senior  centers  often  serve  congregate  meals,  for 
example,  and  help  reduce  social  isolation.  Older  people  with  mild  functional  impairments  may 
need  such  services  as  transportation.  For  older  people  with  more  severe  limitations,  the  aging 
network  can  provide  home  and  community  based  long  term  care  services  as  an  alternative  to 
nursing  home  care  that  is  widely  favored  by  older  Americans  and  their  families.  Many  State 
agencies  on  aging  play  a  role  in  the  administration  of  home  and  community-based  care  waivers 
under  the  Medicaid  program.  The  intent  of  home  and  community-based  care  is  that  people 
should  be  able  to  live  as  independently  as  possible  for  as  long  as  possible. 

This  performance  plan  aggregates  several  program  activities  under  the  heading  of  "Community- 
Based  Services."  The  aggregation  includes  the  "Supportive  Services  and  Centers,"  "Congregate 
Meals,"  "Home-Delivered  Meals,"  "Frail  Elderly,"  "Health  Promotion  and  Disease  Prevention," 
"Elder  Rights,"  "Abuse  Prevention,"  and  "Benefits  Counseling"  line  items  in  the  budget.  We 
want  to  retain  the  program  emphases  we  derive  from  separate  budgetary  line  items,  but  want  our 
performance  planning  to  reflect  the  practice  in  the  field,  where  States,  Indian  tribes,  area  agencies 
on  aging  and  providers  operate  these  programs  in  a  coordinated  manner. 

The  performance  plan  also  includes  the  "Long-Term  Care  Ombudsman"  section  of  the  line  item 
for  "Title  VII,"  and  the  line  items  for  "Native  Americans,"  "Research  and  Demonstration," 
"Program  Direction"  and  "Alzheimer's  Disease." 


48-269  98-48 


1504 


Approach  to  the  performance  plan 

The  nature  of  the  programs  under  the  Act  present  several  difficulties  for  performance  planning. 
Because  so  many  of  the  services  provided  by  the  network  are  paid  for  from  other  sources, 
attribution  of  outcomes  to  funds  under  the  Act  is  difficult.  Also,  because  State  and  area  agencies 
are  charged  with  developing  "comprehensive  and  coordinated"  services  systems  based  on  local 
needs,  there  is  wide  variation  in  programs  and  services  from  place  to  place.  Finally,  there  is  no 
nationwide  systematic  method  in  place  for  collecting  data  about  program  outcomes. 

This  performance  plan  relies  on  our  basic  administrative  data  collection  system,  the  National 
Aging  Program  Information  System  (NAPIS).  The  most  obvious  limitation  of  NAPIS  is  that  it 
provides  information  only  about  program  outputs  —  the  number  of  people  who  receive  services 
and  the  number  of  "units"  of  services  they  receive. 

Data  Issues 

In  addition  to  NAPIS  data,  we  rely,  in  part,  on  site  visits  to  State  Units  on  Aging,  Area  Agencies, 
and  service  providers,  as  well  as  contact  with  the  aging  network  at  meetings  and  other  events. 
This  allows  us  to  draw  on  the  expertise  of  the  network  in  such  areas  as  planning  and  performance 
measurement,  which  is  focused  more  closely  on  local  and  regional  strategies  for  the  provision  of 
community-based  services,  as  well  as  outcomes. 

We  also  rely  on  program  evaluations.  We  have  the  results  from  a  1992  survey  of  the  how  States 
provide  care  to  prevent  unnecessary  institutionalization  of  the  elderly,  titled  "Infrastructure  of 
Home  and  Community-Based  Services  for  the  Functionally  Impaired  Elderly."  Major  national 
program  evaluations  of  the  elderly  nutrition  and  long-term  care  ombudsman  programs  were 
completed  in  1995  and  1996.  We  have  also  conducted  informal  surveys  through  our  regional 
offices  on  such  specific  topics  as  performance-based  management 

We  have  also  begun  work  on  a  national  evaluation  of  the  "Supportive  Services  and  Centers" 
program  under  Title  III-B  of  the  Act,  the  basic  services  title.  Developing  outcome-oriented 
performance  measures  with  broad  applicability  throughout  the  aging  network  is  a  goal  of  this 
effort. 
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Performance  Measures 

Services  provided  through  the  aging  network  benefit  older  Americans  in  many  ways,  from 
reducing  social  isolation  and  presenting  volunteer  opportunities  to  preventing  inappropriate 
institutionalization.  Our  performance  measures,  in  general,  commit  AoA  and  the  aging  network 
to  providing  at  least  the  same  level  of  service  provision  as  documented  in  NAPIS  data  for  fiscal 
year  1995,  effectively  an  increase  in  the  face  of  inflation.  We  are  also  emphasizing  the  "systems 
development"  responsibilities  of  the  aging  network  under  the  Act  by  anticipating  the 
continuation  of  the  network's  successful  "leverage"  of  funding  from  other  sources  for  services 
that  support  older  Americans. 

GPRA  is  an  iterative  process.  The  process  of  developing  a  performance  plan  this  year  gave  us 
the  opportunity  for  significant  interaction  with  people  all  around  the  country  about  the  need  to 
show,  as  best  we  can,  the  significant  contribution  programs  under  the  Act  make  in  the  lives  of 
older  Americans,  caregivers  and  families.  We  intend  for  this  initial  performance  plan  to  be  a 
basis  for  further  discussion  with  the  aging  network  and  others  about  ways  that  we  can  better 
capture  information  about  program  outcomes  in  future  years  ~  information  that  is  often  routinely 
available  at  local  and  State  levels. 
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Mission 

The  Administration  on  Aging  (AoA)  serves  as  the  primary  federal  focal  point  and  advocacy 
agency  for  older  Americans.  Through  a  Statewide  services  delivery  infrastructure,  AoA-funded 
programs  deliver  comprehensive  in-home  and  community  services;  and  make  legal  services, 
counseling,  and  ombudsmen  programs  available  to  elderly  Americans.  AoA  accomplishes  this 
mission  in  concert  with  its  partners  —  the  State,  tribal  and  area  agencies  on  aging,  and  the 
providers  of  services  —  that  comprise  the  aging  network. 

The  Aging  Network 

The  AoA  awards  grants  to  designated  State  Units  on  Aging  (SUA's)  to  serve  as  advocates  for  all 
of  the  elderly  in  the  State  and  to  help  State  and  local  agencies  develop  comprehensive  and 
coordinated  services  for  older  people.  In  turn,  the  SUA's  award  funds  to  Area  Agencies  on 
Aging  (AAA's)  designated  to  plan  and  develop  comprehensive  community-based  systems  of 
services  for  older  people. 

Each  of  the  655  AAA's  is  responsible  for  assessing  the  needs  of  older  persons,  coordinating 
existing  resources  and  developing  new  resources  to  meet  local  priorities  for  services.  Most 
SUA's  and  AAA's  are  assigned  control  of  various  funding  sources  other  than  the  Older 
Americans  Act  to  develop  and  provide  services  for  the  elderly.  This  mix  of  funds  varies  greatly 
by  State  and  local  jurisdiction.  The  funds  may  include  those  from  federal  programs  such  as 
medical  assistance,  transportation,  and  housing,  administered  by  such  agencies  as  the  Health 
Care  Financing  Administration  and  the  Departments  of  Transportation  and  Housing  and  Urban 
Development;  State  or  local  government  appropriations  (often  substantial);  and  private  funds  and 
donations  to  support  services  to  the  elderly. 

Area  agencies  contract  with  more  than  27,000  service  providers.  These  range  from  small  two- 
person  operations  to  nationwide  chains.  They  provide  a  wide  range  of  services,  including 
personal  care,  homemaker  and  chore  services,  congregate  and  home-delivered  meals,  shopping, 
assisted  transportation,  adult  day  care,  escort  services  and  many  others.  Many  service  providers 
also  serve  non-elderly  people,  and  many  also  serve  private  pay  clients. 

Plan  Structure 

This  plan  aggregates  several  program  activities  under  the  heading  of  "Community-Based 
Services."  The  aggregation  includes  the  "Supportive  Services  and  Centers,"  "Congregate 
Meals,"  "Home-Delivered  Meals,"  "Frail  Elderly,"  "Health  Promotion  and  Disease  Prevention," 
"Elder  Rights,"  "Abuse  Prevention,"  and  "Benefits  Counseling"  line  items  in  the  budget.  We 
want  to  retain  the  program  emphases  we  derive  from  separate  budgetary  line  items,  but  want  our 
performance  planning  to  reflect  the  practice  in  the  field,  where  States,  Indian  tribes,  area  agencies 
on  aging  and  providers  operate  these  programs  in  a  coordinated  manner. 
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The  performance  plan  also  includes  the  "Long-Term  Care  Ombudsman"  section  of  the  line  item 
for  "Title  VII,"  and  the  line  items  for  "Native  Americans,"  "Research  and  Demonstration," 
"Program  Direction"  and  "Alzheimer's  Disease." 

Specific  objectives  within  these  sections  relate  to  the  various  line  items  in  the  President's  budget. 
Within  the  "Community  Based  Services"  aggregation,  the  first  two  objectives  are  concerned  with 
increasing  the  capacity  of  the  aging  network  to  deliver  services.  All  of  the  budgetary  line  items 
under  this  aggregation  contribute  to  the  aging  network's  ability  to  design  systems  of 
comprehensive  and  coordinated  services  for  older  Americans.  The  line  items  for  "Congregate 
Meals,"  and  "Home-Delivered  Meals,"  while  an  integral  part  of  the  "Community  Based 
Services"  aggregation,  have  separate  objectives.  Each  of  the  remaining  budgetary  line  items 
have  specific  objectives. 

Data  Sources 

The  major  data  source  on  which  we  rely  is  our  basic  administrative  data  system,  the  State  and 
Tribal  Program  Report  —  for  titles  III,  VI  and  VII.  These  systems  combined  make  up  the 
National  Aging  Program  Information  System  (NAPIS).    A  limitation  of  this  data  system  is  that 
States  and  tribes  report  only  aggregate  information  about  program  outputs. 

Baselines  established  in  this  performance  plan  rely  on  data  from  fiscal  year  1995,  the  latest 
available.  While,  ideally,  we  would  use  data  from  fiscal  year  1999  to  report  on  performance 
during  that  fiscal  year,  the  reporting  dates  established  under  the  GPRA  legislation  will  require 
our  initial  performance  reporting  to  be  based  on  data  from  fiscal  year  1997. 

Information  from  site  visits  to  State  Units  on  Aging,  Area  Agencies,  and  service  providers,  as 
well  as  contact  with  the  aging  network  at  meetings  and  other  events,  is  another  source  of  data. 
This  allows  us  to  draw  on  the  expertise  of  the  network  in  such  areas  as  planning  and  performance 
measurement,  which  is  focused  more  closely  on  local  and  regional  strategies  for  the  provision  of 
community-based  services,  as  well  as  outcomes. 

Occasional  surveys,  reports  and  program  evaluations  also  contribute  to  our  understanding  of  the 
performance  of  the  aging  network.  Last  fall  we  asked  our  regional  offices  to  survey  the  States 
about  their  efforts  in  such  areas  as  strategic  planning,  outcome  measurement,  data  systems  and 
performance  based  contracting.  This  information  will  inform  our  efforts  in  future  years  to  more 
systematically  collect  —  through  the  voluntary  cooperation  of  States  and  tribes  —  better 
information  about  program  outcomes  in  future  years. 
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AoA  undertook  in  1992  a  study  of  the  way  States  are  currently  providing  care  to  prevent 
unnecessary  institutionalization  of  the  elderly.  This  study,  "Infrastructure  of  Home  and 
Community-Based  Services  for  the  Functionally  Impaired  Elderly"  (the  'Infrastructure'  study), 
catalogued  various  measurements  of  the  need  for  and  provision  of  long-term  care  services  in 
home  and  community-based  settings. 

A  national  evaluation  of  the  elderly  nutrition  program  was  completed  in  1996.  The  elderly 
nutrition  program  that  serves  more  than  200  million  meals  a  year  to  older  Americans  at 
congregate  meal  sites  and  in  their  homes.  This  program  has  succeeded  "in  accomplishing  its 
mission  of  improving  the  nutritional  intakes  of  elderly  people  as  well  as  decreasing  their  social 
isolation,"  according  to  the  evaluation  report  by  Mathematica  Policy  Research. 

Another  major  evaluation  study,  of  the  Long-Term  Care  Ombudsman  program,  conducted  by  the 
National  Institute  of  Medicine,  showed  the  value  of  the  program  in  terms  of  positive  outcomes, 
better  living  conditions,  and  relatively  greater  freedom  and  independence  for  nursing  home 
residents.  The  study  also,  however,  made  a  number  of  recommendations  for  program 
improvement,  including  specific  recommendations  about  staffing  levels.  The  Institute  of 
Medicine  was  chartered  in  1970  by  the  National  Academy  of  Sciences  to  enlist  distinguished 
members  of  the  appropriate  professions  in  the  examination  of  policy  matters  pertaining  to  the 
health  of  the  public. 

We  have  also  begun  work  on  a  national  evaluation  of  the  "Supportive  Services  and  Centers" 
program  under  Title  III-B  of  the  Act,  the  basic  services  title.  Developing  outcome-oriented 
performance  measures  with  broad  applicability  throughout  the  aging  network  is  a  goal  of  this 
effort. 
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Community-Based  Services 
Community-Based  Access  Services 

A  primary  purpose  of  the  Older  Americans  Act  (the  Act)  is  to  encourage  and  assist  State  and  area 
agencies  on  aging  to  develop  greater  capacity  and  foster  the  development  and  implementation  of 
comprehensive  and  coordinated  systems  to  serve  older  individuals.  The  Act  defines  three 
services  as  "access  services:"  information  and  assistance;  transportation;  and  case  management. 
Descriptions  bf  these  services  help  to  show  the  wide  range  of  needs  that  are  met  by  the  aging 
network  every  day.  The  State  Program  Report  (SPR,  AoA's  administrative  data  collection 
system)  defines  each  of  these  services,  and  the  basic  unit  of  service  provision,  as  follows: 

Information  and  assistance  (One  Contact)  -  A  service  that: 

(A)  provides  the  older  individual  with  current  information  on  opportunities  and 
services  available  to  the  individuals  within  their  communities,  including 
information  relating  to  assistive  technology; 

(B)  assesses  the  problems  and  capacities  of  the  individuals; 

(C)  links  the  individuals  to  the  opportunities  and  services  that  are  available; 

(D)  to  the  maximum  extent  practicable,  ensures  that  the  individuals  receive  the 
services  needed  by  the  individuals,  and  are  aware  of  the  opportunities  available  to 
the  individuals,  by  establishing  adequate  follow-up  procedures. 

Transportation  (One-way  trip)—  Provision  of  a  means  of  going  from  one  location  to 
another. 

Case  Management  (One  hour)  —  Assistance  either  in  the  form  of  access  or  care 
coordination  in  circumstances  where  the  older  person  and/or  their  caregivers  are 
experiencing  diminished  functioning  capacities,  personal  conditions  or  other 
characteristics  which  require  the  provision  of  services  by  formal  service  providers. 
Activities  of  case  management  include  assessing  needs,  developing  care  plans, 
authorizing  services,  arranging  services,  coordinating  the  provision  of  services  among 
service  providers,  follow-up  and  reassessment,  as  required. 


9 


1510 


These  definitions  help  illustrate  the  broad  range  of  services  available  through  the  network. 
Information  and  assistance  services  are  available,  and  widely  used,  by  the  general  older 
population  not  only  to  seek  help  with  a  particular  problem,  but  to  find  out  about,  for  example, 
volunteer  opportunities  or  opportunities  for  socialization  within  their  communities.  The  need  for 
transportation  services  may  be  occasioned  by  a  mild  level  of  impairment  (enough  to  prevent 
driving  oneself,  but  not  enough  to  need  assisted  transportation,  which  is  a  different  service 
category),  poverty,  or  social  or  geographic  isolation.  Case  management  is  a  service  that  implies 
diminished  functioning  capacities,  and  is  a  method  by  which  the  aging  network  manages  the 
provision  of  home  and  community  based  services  (HCBS),  an  alternative  to  nursing  home  care 
widely  favored  by  older  Americans  and  their  families. 

The  provision  of  home  and  community  based  services  is  a  priority  for  the  Administration  on 
Aging  and  the  aging  network.  State  units  on  aging  collectively  administer  a  broad  range  of 
Federal  and  state-funded  HCBS  for  functionally  impaired  older  individuals.  AoA's  1992 
Infrastructure  study  showed  that  the  administrative  responsibilities  of  State  aging  agencies  went 
far  beyond  the  Older  Americans  Act. 

•  Six  percent  of  the  SUAs  had  some  role  in  the  administration  of  the  Medicaid  state  plan 
resources. 

•  Forty  one  percent  of  the  SUAs  had  administrative  role  relative  to  the  Medicaid  waiver.  (49 
percent  in  1994) 

•  Twenty  two  percent  of  the  SUAs  administered  Social  Services  Block  Grant  (SSBG)  funds  in 
support  of  HCBS  for  functionally  impaired  older  individuals. 

•  All  but  two  SUAs  administered  at  least  one  state  source  program  which  provides  funding  for 
HCBS  for  functionally  impaired  older  individuals. 

This  ability  to  leverage  and  use  funds  for  services  from  sources  other  than  the  Older  Americans 
Act  illustrates  an  essential  system  outcome  of  the  aging  network.  The  Act  was  never  intended,  in 
and  of  itself,  to  operate  as  a  discrete  services  program.  Rather,  the  Act  puts  in  place  a  nationwide 
service  delivery  system,  the  aging  network,  which  coordinates  other  funding  streams  into  a 
comprehensive  services  system.  Services  funding  under  the  Act  is  used  to  "fill  gaps"  in  other 
programs,  for  example,  by  providing  services  to  people  who  are  ineligible  for  other  programs  but 
who  still  need  support. 

We  are  establishing  performance  goals  for  each  of  these  services.  Baselines  include  the  level  of 
service  provision  in  fiscal  year  1995,  expressed  in  terms  of  units  of  service  provided.  The  target 
is  to  provide  at  least  the  same  number  of  units  of  services.  A  separate  baseline  establishes  the 
level  of  "leveraged  funding,"  that  is,  funds  for  the  services  provided  from  sources  other  than  the 
Older  Americans  Act.  Our  "leveraging"  target  is  to  increase  by  one  percent  the  amount  of 
leveraged  funding  in  each  service  area.  Because  the  Act  provides  administrative  support  for  the 
national  network  of  State  and  area  agencies  on  aging,  we  felt  it  appropriate  to  include  a 
performance  goal  which  demonstrates  the  essential  contribution  these  organizations  make  to  the 
development  of  comprehensive  and  coordinated  systems  of  services  for  older  Americans.  Such 
systems  are  made  possible  through  the  support  provided  under  the  Older  Americans  Act. 
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Performance  Goal:        Community-Based  Services 
Budget  Level:  $817,349,000  FTE:  111 

Processes  &  Technologies:  Data  systems  for  grants  and  reporting;  program  development, 
policy  development,  information  and  technical  assistance. 

Access  Services 
Information  and  Assistance 

Objective:  Secure  and  maintain  access  to  services  and  opportunities  for 

older  individuals  and  their  families  through  the  provision  of  information  and 
assistance  services  through  the  Older  Americans  Act  and  other  funding  sources. 


Baseline: 


Target: 


Baseline: 


Target: 


Unit  measure:  One  contact 

Units  provided  in  Fiscal  Year  1995:  12,526,537 

Maintain  level  of  service  provision  at  12,526,537  information 
and  assistance  contacts. 

OAA  dollars  expended  for  service,  FY  1995: 
$31,765,708 

OAA  dollars  as  a  percent  of  total  expenditures:  45.4  percent 
Total  leveraged  funding,  FY  1995:  $38,105,352 
One  percent  increase  in  leveraged  funding:  $381,054 
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Transportation 

Objective:  Secure  and  maintain  access  to  services  and  opportunities  for 

older  individuals  and  their  families  through  the  provision  of  transportation 
services  through  the  Older  Americans  Act  and  other  funding  sources. 


Baseline: 


Target: 


Baseline: 


Target: 


Unit  measure:  one-way  ride 

Units  Provided  in  Fiscal  Year  1995:  39,496,946 

Maintain  level  of  service  provision  at  39,496,946  one-way 
rides. 

OAA  dollars  expended  for  service,  FY  1995: 
$62,657,467 

OAA  dollars  as  a  percent  of  total  expenditures:  39.7  percent 
Total  leveraged  funding,  FY  1995:  $95,349,783 
One  percent  increase  in  leveraged  funding:  $953,497 


Case  Management  Services 

Objective:  Secure  and  maintain  access  to  services  and  opportunities  for 

older  individuals  and  their  families  through  the  provision  of  case  management 
services  through  the  Older  Americans  Act  and  other  funding  sources. 

Baseline:  Unit  measure:  One  hour 

Units  Provided  in  Fiscal  Year  1995:  2,976,149 

Target:  Maintain  level  of  service  provision  at  2,976,149  hours  of  case 

management. 
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Baseline:  OAA  dollars  expended  for  service,  FY  1995: 

$22,239,332 

OAA  dollars  as  a  percent  of  total  expenditures:  25.6  percent 
Total  leveraged  funding,  FY  1995:  $64,622,578 
Target:  One  percent  increase  in  leveraged  funding:  $646,226 

Baseline  Data  Sources:  State  Program  Report,  1995 

Target  Data  Sources:  State  Program  Report,  1 997 
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Nutrition  Services 

Available  scientific  evidence  shows  that  adequate  nutritional  intake  is  essential  for  maintaining 
health,  mitigating  existing  health  problems,  managing  chronic  illnesses,  preventing 
complications  associated  with  acute  and  chronic  disease,  and  extending  the  period  of  healthy 
living.  Health  and  nutrition  studies  indicate  that: 

•  eight  of  10  leading  causes  of  death  are  related  to  diet  and  nutrition; 

•  eighty-five  percent  of  older  persons  have  a  nutrition-related  condition  or  chronic 
disease; 

•  nutritional  status  is  a  risk  factor  for  and  predictor  of  visits  to  the  physician, 
hospital  emergency  room,  and  hospital  admission  and  readmission; 

•  nutrition  intervention  can  slow  or  prevent  many  diseases  such  as  hip  fractures  or 
cardiovascular  disease; 

•  individuals  who  are  well-nourished  have  shorter  length  of  hospital  stays  than 
individuals  who  are  poorly  nourished;  and 

•  access  to  and  acquisition  of  adequate  food  and  food  insecurity  are  significantly 
related  to  income  and  poverty  status  with  minority  older  people  experiencing 
higher  rates  of  food  insecurity. 

To  maintain,  prevent  decline  in,  or  improve  nutritional  health,  intake  of  nutritionally  balanced 
and  adequate  amounts  of  food  is  essential.  The  Older  Americans  Act  Nutrition  Programs, 
Congregate  and  Home-Delivered  Nutrition  Services  provide  this  food  as  meals  served  at  either  a 
congregate  site  or  at  a  home  to  increase  the  nutrient  intake  of  at-risk  older  participants. 

Congregate  and  home-delivered  programs  serve  participants  who  have  different  needs  across  the 
continuum  of  care.  However,  both  groups  have  significant  health  problems,  and  many  of  these 
problems  are  nutrition  related  and  can  be  lessened  by  optimal  food  and  nutrient  intake.  For 
congregate  participants,  who  may  be  healthier  than  home-delivered  participants,  the  services 
focus  on  prevention  or  optimal  management  of  health  problems.  For  home-delivered 
participants,  the  availability  of  short  term  home-delivered  meals  has  been  linked  with  decreased 
hospital  stays  in  hospitals  and  intermediate  care  facilities. 

Longer  term  home-delivered  meals  are  a  critical  component  of  home  and  community-based  care 
allowing  participants  to  remain  in  their  homes  and  communities.  In  addition,  some  participants 
in  both  programs  experience  food  insecurity,  with  limited  access  to  appropriate  kinds  and 
amounts  of  food  necessary  for  life.  The  provision  of  meals  in  the  program  allows  them  to  make 
fewer  decisions  about  whether  to  buy  food  or  medicine,  or  buy  food  or  pay  the  rent  and  utilities. 
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A  recent  national  evaluation  of  the  Older  Americans  Act  (OAA)  Nutrition  Programs,  Serving 
Elders  at  Risk,  by  Mathematica  Policy  Research,  Inc.,  found  that  the  nutrition  programs  were  the 
primary  source  of  food  and  nutrients  for  most  participants  who  received  from  40  to  50  percent  of 
their  daily  intake  from  one  meal  per  day.  People  who  receive  meals  have  higher  intakes  of  key 
nutrients  man  similar  non-participants.  In  particular,  the  national  evaluation  found  that  "for 
many^the  availability  of  a  home-delivered  meal  is  probably  crucial  to  their  ability  to  function 
largely  on  their  own." 

The  national  evaluation  indicates  that  older  individuals  served  by  these  programs  are  at  risk  for 
poor  nutritional  intake  due  to  socio-economic  conditions,  health  conditions,  nutritional  risk 
parameters,  and  functional  impairment  and  are  significantly  different  than  the  general  U.S. 
population.  Congregate  participants  are  significantly  poorer  than  the  general  U.S.  population,  are 
primarily  women  who  live  alone,  average  age  76,  with  2.4  or  more  chronic  health  conditions. 
Approximately  27%  are  minorities,  26%  have  been  hospitalized  or  in  a  nursing  home  in  the  past 
year,  41%  manage  three  or  more  chronic  conditions  and  64%  are  at  moderate  to  high  nutritional 
risk. 

Home-delivered  participants  are  significantly  poorer  than  the  general  U.S.  population,  are 
primarily  women  who  live  alone,  average  age  78,  with  3  or  more  chronic  health  conditions. 
Approximately  25%  are  minorities,  48%  have  been  hospitalized  or  in  a  nursing  home  in  the  past 
year,  88%  are  at  moderate  to  high  nutritional  risk  and  they  have  twice  as  many  physical 
impairments  as  the  general  U.S.  population. 

A  report  by  the  Urban  Institute,  Hunger  Among  the  Elderly,  indicates  that  elders  with  incomes 
up  to  150%  of  the  poverty  line  experience  food  insecurity,  and  a  smaller  portion  of  elders  with 
incomes  up  to  200%  of  poverty  may  also  experience  food  insecurity.  Eighty  percent  of 
congregate  participants  and  90%  of  home-delivered  participants  have  incomes  below  200%  of 
poverty.  For  these  participants,  the  provision  of  a  nutritionally  adequate  meal  is  essential  for 
them  to  "stretch"  their  income  to  cover  other  expenses  such  as  medicine,  rent,  and  utilities.  The 
Urban  Institute  report  indicates  that  up  to  16%  of  older  Americans  experience  food  insecurity. 
The  national  evaluation  found  that  10%  of  congregate  and  16%  of  home-delivered  participants 
experience  food  insecurity  despite  participation  in  a  nutrition  program.  This  data  indicates  that 
the  OAA  nutrition  programs  are  serving  a  particularly  high  risk  population. 

The  national  evaluation  indicates  that  both  programs  significantly  leverage  other  funds  for  these 
essential  services.  For  every  dollar  of  OAA  funds,  the  congregate  program  leverages  $1 .70,  and 
the  home-delivered  program  leverages  $3.35. 

In  spite  of  the  critical  nature  of  this  service  and  significant  leveraging,  41%  of  nutrition  service 
providers  maintain  waiting  lists  for  home-delivered  meals,  with  an  average  of  85  persons  per  list 
and  an  average  wait  of  2.6  months.  Such  waiting  lists  put  vulnerable  elderly  at  unnecessary  risk 
of  nutrition  related  disorders,  decreased  health,  delayed  recovery  from  illness  or  trauma  and 
functional  decline. 
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The  national  evaluation  notes  that  State  agencies  on  aging  have  been  consistently  transferring 
funds  from  other  sources,  especially  the  congregate  program,  to  the  home-delivered  program  in 
greater  amounts  recently.  Some  State  directors  point  to  Medicare  policies  -  and  cutbacks  in 
reimbursements  that  result  in  shortened  hospital  stays  —  as  an  influence  that  increases  demand 
for  home-delivered  meals.  The  national  evaluation  indicates  that  the  need  for  nutrition  services, 
especially  home-delivered  meals,  will  continue  to  increase  given  the  increasing  numbers  of  older 
people  and  the  increasing  numbers  of  older  people  who  are  85+.  These  populations  are  most 
vulnerable  to  disabling  conditions  that  hinder  their  ability  to  live  independently  in  the 
community. 

The  goal  of  the  nutrition  program  is  to  prevent  the  decline  of,  maintain  or  improve  the  nutritional 
health  of  at-risk  older  people  who  participate  in  the  program  through  the  provision  of 
nutritionally  balanced  and  adequate  meals  and  related  nutrition  services. 
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Performance  Goal:  Home-Delivered  Meals 

Objective:  Prevent  decline  and/or  improve  nutritional  health  of  home-delivered 

participants,  based  on  evaluation  findings  that  this  program  delivers  half  the  nutrition 
program  participants  receive  in  a  24-hour  period. 

Baseline:  Unit  measure:  one  meal 

Units  provided  in  Fiscal  Year  1995:  1 19  million 


Target:  Maintain  level  of  service  provision  at  1 19  million  home- 

delivered  meals. 

Baseline:  Number  of  program  participants,  FY  1 995 :  988,73  8 

Target:  Maintain  number  of  program  participants  at  988,738. 

note:  Home-delivered  meal  service  has  been  increasing  significantly  for  the  past  several 
years  because  of  increased  federal  funding,  transfer  of  funds  from  congregate  nutrition 
services,  and  leveraging  of  other  funding. 

Baseline  Data  Source:        State  Program  Report,  1995 


Target  Data  Source:  State  Program  Report,  1 997 


17 


1518 


Performance  Goal:  Congregate  Meals 

Objective:  Prevent  decline  and/or  improve  nutritional  health  of  home-delivered 

participants,  based  on  evaluation  findings  that  this  program  delivers  half  the  nutrition 
program  participants  receive  in  a  24-hour  period. 

Baseline:  Unit  measure:  one  meal 

Units  provided  in  Fiscal  Year  1995:  123.4  million 

Target:  Maintain  level  of  service  provision  at  123.4  million 

congregate  meals. 

Baseline:  Number  of  program  participants,  FY  1995:  2,412,000 

Target:  Maintain  number  of  program  participants  at 

2,412,000. 


note:  Congregate  meal  service  has  been  decreasing  for  the  past  several  years  for  several 
reasons  including  level  or  decreased  funding,  increased  costs  of  service  and  State  fund 
transfers. 


Baseline  Data  Source: 
Target  Data  Source: 


State  Program  Report,  1995 
State  Program  Report,  1997 
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Programs  for  American  Indians,  Alaska  Natives  and  Native  Hawaiians 

To  learn  more  about  specific  issues  affecting  home  and  community-based  long-term  care  in 
Indian  country,  the  Administration  on  Aging,  the  Native  Elder  Health  Care  Resource  Center  at 
the  University  of  Colorado,  and  the  National  Resource  Center  on  Native  American  Aging  at  the 
University  of  North  Dakota  surveyed  key  tribal  program  administrators  from  108  Federally 
recognized  tribes  nationwide.  Information  was  collected  about  the  availability  of  home  and 
community-based  long-term  care  (HCBLTC)  programs  and  resources  in  American  Indian  and 
Alaska  Native  (AI/AN)  communities,  and  how  the  programs  and  services  are  funded. 

Key  findings  of  the  survey  include: 

•  The  need  for  HCBLTC  services  in  AI/AN  communities  is  extensive  but  is  largely 
unmet. 

•  Services  such  as  case-management,  health  promotion,  alcohol,  drug,  and  mental 
health  services,  transportation,  home-maintenance,  and  nutrition  screening, 
education,  and  counseling  are  available  some  of  the  time  and  the  need  for  these 
services  is  partially  met. 

•  Although  there  is  an  array  of  providers  and  funding  sources  for  HCBLTC 
services,  these  are  fragmented  and  insufficient  to  meet  the  need. 

Older  Americans  Act  programs  fill  part  of  this  need  among  a  particularly  vulnerable  population. 
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Performance  Goal:        Native  American  Programs 

Budget  Level:  $18,457,000  FTE:  15 

Processes  &  Technologies:  Data  systems  for  grants  and  reporting;  program  development, 
policy  development,  information  and  technical  assistance. 


Objective:  Improve  the  health  and  well-being,  and  reduce  social  isolation 

among  older  American  Indians,  Alaska  Natives,  and  Native  Hawaiians  through  the 
provision  of  community-based  services. 

Baseline:  The  number  of  units  of  services  provided  through  221  grants 

to  tribal  organizations  (representing  300  tribes),  and  one  Native  Hawaiian 
organization,  in  fiscal  year  1995  was  as  follows: 


Home-Delivered  Meals 

1,455,911 

Congregate  Meals 

1,321,728 

Transportation 

763,287 

Information  and  Referral 

632,462 

In-home  Services 

741,859 

Other 

511,646 

Target:  Maintain  service  provision  at  the  same  level  as  in  Fiscal  Year  1995. 
Source:  Title  VI  Program  Reporting  System,  1995 
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Long-Term  Care  Ombudsman  Program 

Working  under  the  ombudsman  mandate  in  the  Older  Americans  Act,  over  10,000  paid  and 
volunteer  ombudsmen  in  every  State  and  over  565  local/regional  programs: 

•  identify,  investigate  and  resolve  complaints  made  by,  or  on  behalf  of,  residents  of 
long-term  care  facilities  related  to  action,  inaction,  or  decisions  that  may 
adversely  affect  the  health,  safety,  welfare  or  rights  of  residents; 

•  inform  residents  and  their  representatives  about  how  to  obtain  needed  services; 

•  represent  the  interests  of  residents  before  government  agencies  and  promote 
policies  and  practices  needed  to  improve  the  quality  of  care  and  life  in  long-term 
care  facilities;  and 

•  educate  both  consumers  and  providers  about  residents'  rights  and  good  care 
practices. 

Performance  Goal:        Long-term  Care  Ombudsman 

Budget  Level:  $4,449,000  FTE:  5 

Processes  &  Technologies:  Data  systems  for  grants  and  reporting;  program 

development,  policy  development,  information  and  technical  assistance. 

Objective:  Assist  residents,  families,  friends  and  others  to  resolve  problems 
related  to  care  and  conditions  in  long-term  care  facilities. 

Baseline:  Twenty-nine  States  using  new,  more  refined  complaint  disposition 
categories  in  FY  1995  reported  combined  resolution/partial  resolution  rate  of 
7 1 .48%  of  complaints. 

Target:  Maintain  71.48%  national  resolution/partial  resolution  rate. 
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Title  IV  Training,  Research,  and  Other  Discretionary  Projects  and 
Programs 

The  Aging  Training,  Research,  and  Related  Programs  authorized  by  Title  IV  of  the  Older 
Americans  Act  support  activities  which  strengthen  the  capacity  of  State,  local  and  tribal 
governments  and  non-profit  private  agencies,  organizations  and  institutions  to  develop  and 
improve  the  quality  and  effectiveness  of  sendees  and  activities  for  older  individuals. 

The  primary  goals  of  the  Title  IV  program  are  to: 

•  Improve  the  quality  and  effectiveness  of  programs  serving  older  persons  by  testing  new 
models,  systems,  and  approaches  for  better  providing  and  delivering  services  to  older 
persons;  and 

•  Advance  our  knowledge  and  understanding  of  current  program  and  policy  issues  of  great 
significance  to  the  older  population,  particularly  community  and  in-home  long-term  care 
service  systems  and  programs; 

•  Build  the  capacity  of  AoA  to  serve  as  a  federal  focal  point,  provider,  broker  and 
disseminator  of  information  related  to  the  field  of  aging,  serving  consumers,  researchers, 
practitioners  and  the  network  of  aging  agencies  and  programs  at  State  and  local  levels. 

In  recent  years  there  has  been  a  severe  reduction  in  Title  IV  funding,  from  the  FY  1 995  level  of 
$25.6  million  to  $2.85  million  in  FY  1996  and  $4  million  in  FY  1997. 

Our  priority  is  one  particularly  innovative  program,  which  AoA  intends  to  develop  and 
demonstrate  in  FY  1999:  the  health  care  ombudsman. 
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Performance  Goal:        Research  and  Demonstration 

Budget  Level:     $10,000,000      FTE:  7 

Processes  &  Technologies:  Data  systems  for  grants  and  reporting;  program  development, 
information  and  technical  assistance. 


Objective:  Improve  the  quality  and  effectiveness  of  programs  serving  older 

persons  by  testing  new  models,  systems,  and  approaches  for  better  providing  and 
delivering  services  to  older  persons,  and  enhance  the  ability  of  older  consumers  to  make 
well-reasoned  choices  concerning  both  private  health  care  plans  and  home  and 
community-based  long-term  care  options.  This  is  particularly  relevant  to  seniors  below 
the  age  of  65,  who  have  no  access  to  the  Information,  Counseling  and  Assistance  program 
administered  by  the  Health  Care  Financing  Administration. 


Baseline:    There  are  few  concerted  efforts  to  counsel  older  consumers  and  their 
families  regarding  their  choice  of  health  care  or  long-term  care  services,  which  is  a 
serious  problem,  given  the  rapid  growth  of  private  managed  care  plans  being  offered  to 
the  older  population. 

Target       Develop  effective  programs  to  assist  older  consumers  and  their  families  in 
making  informed  decisions  regarding  their  health  care  through  a  three-year  nationwide 
health  care  ombudsman  demonstration  program.  Establish  a  minimum  of  15  model 
health  care  ombudsman  projects  at  State  and  local  levels,  in  urban  and  rural  areas,  under 
the  auspices  of  different  organizations.  Conduct  both  program  and  project  evaluations  to 
determine  what  components  are  effective,  feasible,  workable,  practical,  and  sustainable. 
Incorporate  those  best  practices  of  the  program  into  a  set  of  operational  projects  for 
adaptation  and  replication  by  the  aging  network  and  other  organizations  representing  or 
serving  older  consumers. 
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Alzheimer's  Disease  Demonstration  Grants 

The  goal  of  the  Alzheimer's  Disease  Demonstration  Grants  program,  currently  administered  by 
the  Health  Resources  and  Services  Administration  but  slated  for  transfer  to  AoA,  is  to  expand 
supportive  services  for  persons  with  Alzheimer's  disease  and  their  caregivers.  An  evaluation  of 
the  first  four  years  of  the  program  indicated  that  almost  7,000  families,  especially  those  that  were 
hard  to  reach  (ethnic  minorities)  and  underserved  (rural),  were  served  by  this  program,  which 
made  funds  available  only  to  State  agencies. 

AoA  proposes  to  build  on  the  success  of  the  demonstration,  by  making  grants  available  to  a 
wider  variety  of  organizations,  including  Health  Maintenance  Organizations  and  associations  that 
represent  the  interests  of  victims  of  Alzheimer's  and  related  disorders  and  their  families.  We  are 
also  interested  in  pursuing  research  into  the  approaches  that  work  best  with  families  of  people 
with  Alzheimer's  or  related  disorders,  especially  from  the  time  of  initial  diagnosis,  referral  to 
services,  and  coordination  with  existing  services  systems. 

Performance  Goal:        Alzheimer's  Demonstration  Grants 

Budget  Level:  $6,000,000  FTE:  2 

Objective:  Demonstrate  effective  ways  to  provide  people  with  Alzheimer's  and 
related  disorders  and  their  families  with  the  services  they  need.  Specific  baselines  and 
targets  will  be  developed  following  administrative  transfer  of  the  program. 
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Program  Direction 

A  study  by  the  General  Accounting  Office  in  February,  1992,  titled  "Administration  on  Aging: 
Harmonizing  Growing  Demands  and  Shrinking  Resources,  (GAO/PEMD-92-7)"  documented  a 
decline  between  1980  and  1990  in  the  resources  available  to  AoA,  along  with  a  concurrent  increase 
in  responsibilities: 

"Today,  the  programs  under  the  [Older  Americans]  act  provide  the  major  vehicle 
and  only  national  network  for  the  organization  and  delivery  of  social,  nutritional  and 
other  supportive  services  to  older  persons.  This  'aging  network'  consists  of  the 
Administration  on  Aging  and  its  10  regional  offices,  57  State  units  on  aging 
(including  territories),  670  area  agencies  on  aging,  and  nearly  25,000  local  service 
providers  throughout  the  nation.  Millions  of  older  citizens  benefit  directly  from  the 
services  provided  through  the  Older  Americans  Act,  and  millions  more  benefit 
indirectly  as  a  result  of  a  more  informed  public. 

"The  Older  Americans  Act  exemplifies  the  kind  of  public  policy  that  provides 
socially  beneficial  services  to  a  population  in  need  -  in  this  case,  a  rapidly  growing 
population.  However,  there  is  concern  among  many  advocates  for  the  elderly  that 
the  mission  of  AoA,  as  mandated  under  the  Older  Americans  Act,  has  grown 
without  a  commensurate  growth  in  resources  to  carry  out  that  mission.... 

"AoA  has  experienced  significant  reductions  in  program  funding,  administrative 
resources,  personnel,  and  travel  funds  over  the  past  decade,  while  simultaneously 
facing  substantial  growth  in  its  constituency,  mission  and  mandates.  Not  only  has 
there  been  a  failure  to  accompany  the  increase  in  role  and  responsibilities  with  a 
commensurate  increase  in  resources,  but  the  latter  have  actually  declined." 

In  the  years  since  that  study  that  trend  has  increased.  The  current  legislative  proposal  for 
reauthorization  of  the  Older  Americans  Act  would  transfer  several  additional  programs  to  AoA, 
while  establishing  a  program  of  research  and  demonstrations  in  an  important  new  area  (health  care 
ombudsman  projects).  Meanwhile,  following  a  brief  influx  of  personnel  resources  in  the  early 
1990s  when  AoA  assumed  the  responsibilities  of  an  Operating  Division  of  the  Department  of 
Health  and  Human  Services,  authorized  FTE  levels  have  fallen  to  their  lowest  level  ever.  Personnel 
shortages  have  reduced  staffing  in  regional  offices  to  an  average  of  four  people. 

We  have  experienced  a  funding  cut  of  80  percent  --  from  $20  million  to  $4  million  --  in  our 
research  and  demonstration  Title,  which  was  our  major  vehicle  for  technical  assistance  for  the  aging 
network  and  national  initiatives.  Consequently,  our  performance  goals  in  this  area  concentrate  on 
maintaining  some  present  capabilities  while  improving  one  of  our  major  capital  assets,  our 
information  systems.  In  this  area,  we  will  be  completing  an  ongoing  upgrade  of  software,  although 
this  could  not  be  considered  a  major  acquisition  of  a  fixed,  or  capital,  asset.  However,  AoA  will 
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continue  to  follow  the  principles  and  guidance  outlined  in  OMB  Circular  A-l  1,  Part  3,  with  regard 
to  planning  and  developing  fixed  assets. 

Performance  Goal:  Program  Direction 

Budget  Level:         $14,795,000         FTE:  (allocated  to  program  areas) 

Processes  &  Technologies:  Data  systems  for  grants  and  reporting;  program  development, 
information  and  technical  assistance. 


Objective:  Ensure  the  timely  and  accurate  processing  of  grants  to  States,  Territories, 
and  other  grantees. 


Baseline:  Review  of  AoA  Grant  Operations  performed  by  staff  of  the  Office  of  the 
Assistant  Secretary  for  Management  and  Budget 


Target:       Maintain  grants  operation  performance  consistent  with  baseline. 


Objective:    Provide  an  efficient  corporate  data  structure  to  support  program  activities. 

Baseline:    AoA  is  currently  involved  in  a  multi-year  capital  asset  development  process 
whereby  electronic  systems  are  being  converted  from  mainframe-based  computer 
applications  to  systems  that  operate  on  personal  computers  in  local  area  networks. 

Target:  Complete  implementation  of  new  computer  systems. 
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Data  Validation 

Authority  to  collect  the  basic  program  data  on  which  this  plan  relies  was  only  recently  granted  by 
the  Office  of  Management  and  Budget;  implementation,  in  fact,  is  still  taking  place. 

Under  the  State  Program  Report,  beginning  in  fiscal  year  1997,  States  must  collect  information 
about  individual  clients  for  certain  core  services.  These  services  are  generally  long-term  care- 
type  services  that  are  amenable  to  case  management,  including  personal  care,  homemaker,  chore, 
home-delivered  meals,  adult  day  care  and  case  management.  This  will  provide  us,  for  the  first 
time,  unduplicated  counts  of  recipients  of  services,  with  breakdowns  by  cost,  age  and  ethnicity. 
However,  this  delays  to  some  extent  our  ability  to  establish  firm  baselines.  Also,  given  that  this 
will  be  the  first  unduplicated  count  we  receive,  some  numbers  may  decline. 

Because  the  Older  Americans  Act  authorizes  Federal  grant-in-aid  programs,  AoA  must  rely  on 
our  partners,  especially  State  and  area  agencies  and  the  academic  community,  for  data  regarding 
the  performance  of  the  programs.  A  major  priority  for  the  coming  year  is  to  develop  a  systematic 
process  by  which  the  aging  network  not  only  voluntarily  contributes  essential  data  for 
performance  planning,  but  is  actively  engaged  in  setting  objectives  and  targets  for  performance. 
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FY  1999  MOYER  CROSS-CUTTING  MATERIAL 

HHS  CROSS-CUTTING  TABLES 

Acquired  Immunodeficiency  Syndrome  (AIDS)   1 

Aging    4 

Alzheimer's  Disease   5 

Cancer   6 

Child  Care   8 

Diabetes  and  Related  Research    9 

Family  Planning  -  Services  Only   11 

Homeless   12 

Immunization  -  Services  and  Vaccine  Purchases  Only    13 

Minority  Health  and  Assistance  -  Direct/Specifically  Targeted  Programs  Only  ....  14 

Pediatric  HIV/ AIDS    16 

Rural  Health   17 

Substance  Abuse   19 

Women's  Health    20 

HHS  SUMMARY  TABLES 

Requests  in  the  FY  1999  Budget  for  Which  Legislative  Authority  has  Expired 

or  is  Due  to  Expire  on  September  30,  1998    27 

New  Programs  in  the  FY  1999  Budget    36 

Travel  by  OPDIV  Excluding  Reimbursements   37 

Entitlement  vs.  Discretionary  and 

Requests  and  Appropriation  Amounts  By  OPDIV    38 

Funds  Available  to  HHS  But  Not  Appropriated  in  the  L/HHS/E  Bill    41 

Full-Time  Equivalents  (FTE)  Ceiling,  Total  FTE,  and  Total  Employment 

FY  1980-1999    44 

Administrative  Expenses  Grand  Total    45 

GOVERNMENT- WIDE  TABLES 

HIV/ AIDS   46 

Homeless  Programs   48 

Substance  Abuse   49 

OTHER  INFORMATION 

Health  Care  Financing  Administration  -  Abortion   51 

Total  National  Expenditures  and  Numbers  Reported  for  Medicaid  Abortions   55 
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Acquired  Immunodeficiency  Syndrome  (AIDS) 

Program  Level 

(Dollars  in  Thousands} 

FY  97 

FY  98 

FY  99 

Food  and  Drug  Administration 

Therapeutic  Agents 

25,776 

25,776 

25,776 

Vaccines 

12,115 

12,115 

12,115 

Diagnostic  Reagents  and  Test  Kits 

8,918 

8,918 

8,918 

Blood  and  Blood  Products 

17,830 

17,830 

17,830 

Medical  Devices 

8,106 

8,106 

8,106 

Total,  FDA 

72,745 

72,745 

72,745 

Health  Resources  and  Services  Administration 

Emergency  Relief  -  Part  A  -  Title  I 

449,772 

464,800 

489,800 

Comprehensive  Care  -  Part  B  -  Title  II 

416,954 

543,000 

670,000 

Early  intervention  -  Part  C  -  Title  III 

69,739 

76,300 

86,300 

Grants  for  Coordinated  Services  &  Access  to  Research 

for  Women,  Infants,  Children  -  Part  D  -  Title  IV 

36,000 

4 1 ,000 

44,000 

Education  and  Training  Centers  -  Part  F,  11(a) 

16,287 

17,300 

17,300 

Dental  Services  -  Part  F,  11(b) 

7,500 

7,800 

7,800 

Program  Management 

4,996 

4,996 

4,996 

Total,  HRSA 

1,001,248 

1,155,196 

1,320,196 

Indian  Health  Service 

HIV  Surveillance 

898 

912 

912 

Information  &  Education/Prevention  Services 

2,605 

2,628 

2,628 

Total,  UiS 

3,503 

3,540 

3,540 

Centers  for  Disease  Control  and  Prevention 

HIV/AIDS  Activity 

616,790 

634,266 

636,779 

HIV/AIDS  Health  Disparity  in  Minorities 

0 

0 

5,000 

Total,  CDC 

616,790 

634,266 

641,779 
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FY  97 

FY  98 

FY  99 

National  Institutes  of  Health 

NCI 

224,733- 

226,414 

240,206 

NHLBI 

61,577 

63,602 

68,010 

NIDR 

12,932 

13,493 

14,898 

NIDDK 

12,718 

15,382 

16,843 

NINDS 

24,825 

26,343 

28,633 

N1AID 

647,709 

701,469 

766,217 

NIGMS 

27,695 

28,694 

30,555 

NICHD 

64,369 

67,485 

72,260 

NEI 

9,450 

9,655 

9,945 

NIEHS 

6,489 

6,552 

6,749 

NLA 

1,854 

1,910 

1,967 

NIAMS 

4,273 

4,391 

4,523 

NLDCD 

1,820 

1,838 

1,893 

NIMH 

96,906 

100,878 

107,904 

NIDA 

160,832 

167,398 

181,170 

NIAAA 

11,051 

14,453 

15,487 

NINR 

5,500 

5,554 

5,921 

NHGRI 

3,001 

3,047 

3,138 

NCRR 

74,101 

82,377 

91,848 

FIC 

10,312 

10,611 

11,305 

NLM 

3,365 

3,371 

3,472 

OD 

35,561 

40,536 

41,752 

B&F 

0 

11,600 

6,100 

Total,  NIH 

131,073 

1,607,053 

1,730,796 

Substance  Abuse  and  Mental  Health  Sen  ices 

Administration 

Knowledge  Development  and  Application 

Mental  Health 

5,648 

8,725 

7,610 

Substance  Abuse  Prevention 

1,000 

1,000 

1,000 

Substance  Abuse  Treatment 

3,700 

5,000 

4,250 

Substance  Abuse  Block  Grant  (Set-aside) 1 

52,929 

54,820 

64,407 

Program  Management 

580 

580 

559 

Total,  SAMHSA 

63,857 

70,125 

77,826 

Agency  for  Health  Care  Policy  and  Research 

Research  on  Health  Costs,  Quality,  &  Outcomes 

4,193 

1,100 

1,500 

Total,  AHCPR 

4,193 

1,100 

130 

1  The  amounts  for  the  HIV/AIDS  set-aside  estimates  for  the  Substance  Abuse  Block  Grant,  FY  1 997- 1 999, 
reflect  updates  for  the  estimated  HIV/AIDS  related  expenditures  based  on  the  most  current  CDC  criteria  available 
(December  1996). 
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FY  97 

FY  98 

FY  99 

Health  Care  Financing  Administration  2 

Medicaid  (Fed  Share) 3 
Medicare 

1,800,000 
i  -ion  nno 

1,900,000 

1 ,4fUU,UUU 

2,100,000 

Total,  HCFA 

3,100,000 

3,300,000 

3,600,000 

Office  of  the  Secretary 

Office  of* Public  Health  £ind  Science 
Office  of  Minority  Health,  GDM 
Office  of  HIV/AIDS  Policy,  GDM 

Office  for  Civil  Rights 

2,273 
554 
984 

2,271 
573 
969 

2,271 
683 
1,018 

Total,  OS 

3311 

3,813 

3,972 

TOTAL,  AIDS 

6,367,220 

6,847,838 

7,452,354 

2  Medicare  and  Medicaid  costs  for  HIV/AIDS  do  not  include  the  effect  of  protease  inhibitors  on  these  costs 
because  reliable  estimates  of  this  impact  cannot  be  made  at  this  time.  Although  the  issue  is  being  investigated,  it  is  too 
early  to  reliably  estimate  the  impact  of  the  new  protease  inhibitor  drugs  on  program  costs. 

3  All  Medicaid  figures  represent  actuarial  estimates. 
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AGING 

Program  Level 

(Dollars  in  Thousands) 

 -~  .  

W  OT 

FY  98 

FY  99 

National  Institutes  of  Health 

XT/"1! 

45,400 

47,300 

NHLBI 

78,760 

79,619 

89,000 

xrrno 

INLUK 

i  u,yoj 

11,519 

12,314 

XTTT>F>V 
L\LL)L)t\ 

44,500 

47,700 

51,500 

INllNJJo 

co  477 

67,350 

73,734 

MI  A  m 
INi/VLU 

ou,yj  i 

62,780 

64,663 

NICHD 

5,5 14 

5,900 

6,300 

NIEHS 

5,626 

5,848 

6,081 

60,016 

64,379 

69,555 

NIA 

484,318 

519,279 

558,037 

NIAMS 

28,448 

29,470 

31,580 

NIDCD 

8,043 

8,677 

9,283 

NIMH 

60,704 

62,416 

67,212 

NIDA 

94 1 

1,000 

1,100 

XT1  AAA 

4,5jj 

5,000 

5,100 

NINR 

8,482 

9,060 

9,740 

NCRR 

12,590 

13,762 

15,182 

Total,  NIH 

977,759 

1,039,159 

1,117,681 

Substance  Abuse  and  IMental  Health  Services 

Administration 

Aging  Initiative 

50 

Z,jUU 

Total,  SAMHSA 

50 

2,500 

2,500 

Agencv  lor  Health  (~are  tr olicv  and  Kcscarcn 

Medical  Expenditures  Panel  Surveys 

5  562 

4,700 

7,800 

Research  on  Health  Costs,  Quality  &  Outcomes 

22,512 

23,600 

27,600 

Total,  AHCPR 

28,074 

28,300 

35,400 

Administration  on  Aging 

Aging  Service  Programs 

830,131 

865,050 

865,050 

Operation  Restore  Trust 

1,000 

1,300 

1 ,495 

Total,  AoA 

831,131 

866,350 

866,545 

Office  of  the  Secretary 

Office  of  Public  Health  and  Science 

Office  on  Women's  Health 

60 

300 

300 

Total,  OS 

60 

300 

300 

TOTAL.  AGING 

1.837,074 

1,936.609 

2.022.426 
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1534 


ALZHEIMER'S  DISEASE 

.Program  Level 

(Dollars  in  Thousands) 

FY  97 

FY  98 

FY  99 

Centers  for  Disease  Control  and  Prevention 

Epidemic  Services  Activity 

40 

40 

40 

Total,  CDC 

40 

40 

40 

National  Institutes  of  Health 

NCI 

537 

550 

570 

NHLBI 

260 

NIDDK 

800 

860 

930 

NINDS 

50.002 

52,373 

55  657 

NICHD 

666 

700 

700 

NIEHS 

1,601 

1  761 

1  937 

NIA 

243,963 

279  600 

N1AMS 

765 

830 

880 

NTDCD 

1,155 

1,191 

1,317 

NIMH 

25,161 

25,912 

27,915 

NIAAA 

1,046 

1  000 

1  050 

NINR 

2.281 

2,440 

2,620 

NCRR 

824 

896 

i.014 

FIC 

211 

215 

220 

Total,  NIH 

329,272 

349  198 

374  700 

Agency  for  Health  Care  Policy  and  Research 

Research  on  Health  Costs,  Quality  &  Outcomes 

322 

600 

1,000 

Total,  AHCPR  < 

322 

600 

1,000 

Health  Care  Financing  Administration 

Medicare 

339,000 

362,000 

387.000 

Total,  HCFA 

339,000 

362,000 

387,000 

Administration  on  Aging 

Alzheimer's  Disease  Demonstration  Grants 

5.999 

5,999 

5.999 

Operation  Restore  Trust 

1.100 

1,300 

1,495 

Total,  AoA 

7,099 

7,299 

7,494 

TOTAL,  ALZHEIMER'S  DISEASE 

675.733 

719.137 

770.234 
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r  a  xi  it  id 

Program  Level 

(Dollars  in  Thousands) 

FY  97 

FY  98 

FY  9! 

Centers  for  Disease  Control  and 

Prevention 

Breast  and  Cervical  Cancer 

139,659 

145,000 

144,59 

Cancer  Registries 

22,332 

24,207 

24,124 

Other  Chronic  Diseases 

8,081 

8,075 

13,075 

Infectious  Diseases 

450 

450 

450 

Environmental  Health 

1,724 

1,824 

1,824 

Occupational  Safety  and  Health 

12,749 

13,090 

12,436 

Total,  CDC 

184,995 

192,646 

196,500 

National  Institutes  of  Health 

NCI 

2,389,041 

2,547,314 

2,776,267 

NHLBI 

57,620 

59,815 

67,539 

NTDR 

16,448 

17,313 

19,811 

NIDDK 

33,430 

36,450 

39,350 

NINDS 

17,929 

18,734 

24,468 

NIATD 

43,085 

44,377 

47,927 

N1GMS 

22,574 

24,421 

30,421 

NICHD 

10,31 1 

11,000 

11,900 

NEI 

8,616 

9,242 

9,508 

NIEHS 

84,368 

89.430 

94,796 

NLA 

12,183 

12,730 

14,990 

NLDCD 

2,910 

3,087 

4.296 

NLAMS 

5,303 

5,690 

6,220 

NIMH 

3,720 

3,823 

4,116 

N1AAA 

1,717 

2,000 

2,500 

NINR 

3,978 

4,250 

4,570 

NHGRI 

20,758 

22,158 

30,151 

NCRR 

26,162 

28,754 

37,874 

F1C 

545 

575 

600 

NLM 

0 

0 

4,500 

Total,  NIH 

2,760,698 

24)41,163 

3431304 

Agency  for  Health  Care  Policy  and  Research 

Research  on  Health  Costs,  Quality 

&  Outcomes 

3,945 

4,400 

5,600 

Total,  AHCPR 

3,945 

4,400 

5,600 

Health  Care  Financing  Administration 

Medicaid 4 

2,235,000 

2,525,000 

2,525,000 

Medicare 

14,464,000 

15,977,000 

17,855,000 

Total,  HCFA 

16,699,000 

18,502,000 

20,380,000 

All  Medicaid  figures  represent  actuarial  estimates. 
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  —     Fy  97           FY  98           FY  99 

Office  of  the  Secretary 

Office  of  Public  Health  and  Science 

Office  on  Women's  Health                                            2,000            1,000  1,(XX 
Office  of  Minority  Health                                                250              250  25( 

] 
-) 

Total,  OS                                                                    2,250             1,250  1,251 
TOTAL.  CANCER                                                 19.650.638      21.641 .209  23.814.90. 

) 
i 
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CHILD  CARE 

Program  Level 
(Dollars  in  Thousands) 

FY  97         FY  98           FY  99 

Administration  for  Children  and  Families 

AFDC/JOBS  Child  Care5                                              1,267  5,000 
At-Risk  Child  Care5                                                         0  10,000 

0 
0 

cniia  care  jcnuuemem                                                i,yo/,uuu      z,u/i,uuu  z,io/,uuu 
Child  Care  &  Development  Fund  Supplement                             0               0  1,755,000 
Child  Care  &  Development  Block  Grant                           956,120     1,002,672  1,182,672 
Social  Services  Block  Grant                                        375,000       344,850  286,350 
Social  Services  Research  and  Demonstration                          3,000           3,000  0 

Total,  ACF                                                             3,302,387      3,436,522  5,391,022 
TOTAL,  CHILD  CARE                                          3,302,387     3.436.522  5J91.022 

5  Figures  for  AFDC/JOBS  Child  Care  and  At-risk  Child  Care  reflect  prior  year  claims  and  not  claims  for  1 997 

or  1998. 
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DIABETES  AND  RELATED  RESEARCH 

Program  Level 

(Dollars  in  Thousands) 

FY  97 

FY  98 

FY  99 

Research: 

Centers  for  Disease  Control  and  Prevention 

Transfer  for  TYPE  1  Diabetes 6 

3,000 

3,000 

Diabetes  and  Other  Chronic  Diseases  26,227 

45,977 

50,788 

Total,  CDC 

National  Institutes  of  Health 

NCI 

NHLBI 

NIDR 

NIDDK 

NINDS 

NIAID 

NIGMS 

N1CHD 

NEI 

NEKS 

NIA 

NIMH 

NIAAA 

NINR 

NHGRI 

NCRR 

FIC 

Transfer  for  TYPE  1  Diabetes ' 


26,227 


1,164 
21,270 
2,807 
211,626 
3,461 
9.231 
0 

16,042 
21,604 
517 
6,416 
1,462 
1,069 
705 
2,704 
19,461 
0 


48,977 


1,000 
22,744 
2,956 
229,000 
4,076 
9,117 
0 

17,100 

23,172 
1,317 
8.190 
1,840 
1,1  10 
750 
2.895 

20,784 
164 

27,000 


53,788 


1,029 
28,504 
3,042 
256,641 
4,194 
9,381 
2,000 
17.5% 
25,844 
1,355 
8,428 
1,893 
1.142 
772 
4,479 
21,387 
169 
27,000 


Total,  NIH 

319,539 

373,215 

414,856 

Agency  for  Health  Care  Policy  and  Research 

Research  on  Health  Costs,  Quality  &  Outcomes 

2.135 

2,000 

2.100 

Total,  AHCPR 

2,135 

2,000 

2,100 

Total  Research 


6  Includes  transfer  of  $3  million  for  CDC  and  $27  million  NTH  for  Type  1  diabetes  research  for  FY  1998 
through  FY  2002  in  accordance  with  the  Balanced  Budget  Act  of  1 997. 
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FY  97 

FY  98 

FY  99 

Services; 

Indian  Health  Sen  ice 

Model  Diabetes 

7,701 

7,701 

7,701 

Diabetes  Grants 

0 

3,000 

3,000 

Periodontal  Diabetes 

0 

300 

300 

Diabetes  Funds  (mandatory) 

0 

30,000 

30,000 

Total,  DfS 

7,701 

41,001 

41,001 

Health  Care  Financing  Administration 

Medicare 7 

13,269,000 

14,611,000 

16,278,000 

total,  HCFA 

13,269,000 

14,611,000 

16,278,000 

Total  Sen- ices 

13,276,701 

14,652,001 

16,319,001 

Total.  DIABETES  AND  RELATED  RESEARCH 

13.624.602 

15,076.193 

16,789.745 

7The  diabetes  cost  estimate  for  Medicare  includes  direct  and  indirect  costs.  The  methodology  for  determining 
diabetes  costs  for  Medicare  assumes  that  the  total  per  capita  Medicare  reimbursement  for  a  diabetic  beneficiary  is  the 
sum  of  three  components: 

(A)  costs  of  claims  with  principal  diagnosis  codes  of  diabetes  (direct  costs); 

(B)  costs  due  to  the  increase  in  intensity,  complications,  volume  of  services  and  other  factors  associated 
with  diabetes  (indirect  costs);  and 

(C)  costs  due  to  other  conditions  shared  by  both  the  diabetic  and  non-diabetic  Medicare  populations 
where  diabetes  did  not  influence  the  cost  of  services  (average  per  capita  amount  for  a  non-diabetic 
Medicare  beneficiary) 

If  we  know  the  total  per  capita  Medicare  reimbursement  for  a  diabetic  beneficiary  (TOTAL),  the  direct  costs  of 
diabetes  (A)  and  the  average  Medicare  per  capita  amount  for  a  non-diabetic  beneficiary  (C),  then  we  can  derive  the 
indirect  costs  of  diabetes  (B)  through  the  following  equation: 

B  =  TOTAL  -  A  -  C 

The  MCBS  data  was  used  to  extract  the  total  per  capita  Medicare  reimbursement  amount  for  a  diabetic 
beneficiary  (TOTAL)  and  the  average  Medicare  per  capita  amount  for  a  non-diabetic  beneficiary  (C).  The  Medicare 
Common  Working  File  was  used  to  extract  the  Medicare  direct  costs  for  diabetes  (A).  The  ratio  of  direct  costs  to  the 
sum  of  direct  and  indirect  costs  was  used  to  estimate  the  indirect  costs  in  fiscal  years  other  than  FY  1 996. 
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FAMILY  rL,AlNl\li\(j  -  Services  Only 

Program  Level 
(Dollars  in  Thousands) 

FY  97 

FY  98 

FY  99 

Health  Resources  snd  Scrv  ices  Adrninistrstion 

Family  Planning  -  Title  X 

198,452 

203,452 

218,452 

Total,  HRSA 

198,452 

203,452 

218,452 

Indian  Health  Sen  ice 

Familv  Planning  8 

57,038 

57,038 

57,038 

Total,  IHS 

57,038 

57,038 

57,038 

Health  Care  Financing  Administration 

Medicaid  0 

430,000 

440.000 

450,000 

Total,  HCFA 

430,000 

440,000 

450,000 

TOTAL,  FAMILV  PLANNING  -  Sen-ices  Only 

685.490 

700.490 

725.490 

1  The  estimate  of  $43,03 1  has  been  revised  to  capture  additional  categories  of  outpatient  visits  to  IHS' 

facilities 

9  All  Medicaid  figures  represent  actuarial  estimates. 
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HOMELESS 

Program  Level 
(Dollars  in  Thousands) 

FY  97 

FY  98 

FY  99 

Health  Resources  and  Sen  ices  Administration 

71,427 

72,724 

Consolidated  Health  Centers 

69.345 

Total,  HRSA 

69345 

71,427 

72,724 

National  Institutes  of  Health 

NIMH 
NIDA 
NIAAA 

8,433 
6.794 
804 

8  674 
7,100 
825 

9  273 
7,500 
850 

Total,  NIH 

16,031 

16,599 

17,623 

Substance  Abuse  and  Mental  Health  Sen  ices 
Administration 

Knowledge  Development  and  Application 
Mental  Health 

23.702 

6,028 

6,664 

Substance  Abuse  Treatment 
PATH 

1.659 
20.000 

1,700 
23,000 

0 

23,000 

Total,  SAMHSA 

45,361 

30,728 

29,664 

Agency  for  Health  Care  Policy  and  Research 

Research  on  Health  Costs,  Quality  &  Outcomes 

400 

0 

0 

Total,  AHCPR 

400 

0 

0 

Health  Care  Financing  Administration 

Medicaid  10 

185,000 

205,000 

225,000 

Total,  HCFA 

185,000 

205,000 

225,000 

Administration  for  Children  and  Families 

Runaway  and  Homeless  Youth 
Runaway  Youth  Sex  Abuse  Prevention 
Head  Start 

Family  Support  Centers 

Transitional  Living  for  Homeless  Youth 

43,653 

43,653 

43,653 

8.000 
3,200 
5.220 
14,949 

15,000 
3,200 
0 

14,949 

15.000 
3.200 
0 

14,949 

Total,  ACF 

75,022 

76,802 

76,802 

TOTAL,  HOMELESS 

391,159 

400.556 

42U813 

All  Medicaid  figures  represent  actuarial  estimates. 

12 


1542 


IMMUNIZATION 
Services  and  Vaccine  Purchases  Only 

Program  Level 

(Dollars  in  Thousands) 

FY  97 

FY  98 

FY  99 

rooa  ana  urug  Administration 

Vaccine  Safety 

Vaccine  Research  and  Development 
HIV/AIDS 

12,659 
13,063 
11,555 

12,659 
13,063 
1  1,555 

12,659 
13,063 
11,555 

Total,  FDA 

Health  Resources  and  Services  Administration 

Consolidated  Health  Centers 

37,277 

37,277 

37,277 

1,600 

1,600 

1,600 

Total,  HRSA 

1,600 

1,600 

1,600 

Indian  Health  Service 

Immunization 

1,328 

1,328 

1,328 

Total,  THS 

1,328 

1,328 

1,328 

Centers  for  Disease  Control  and  Prevention 

Immunization  Activities 
Vaccines  for  Children 

467,583 
374,585 

407,312 
487,245 

405,900 
566,282 

Total,  CDC 

842,168 

894,557 

972,182 

Health  Care  Financing  Administration 

Medicaid  11 
Medicare 

65,000 
160,000 

70,000 
180,000 

75,000 
200,000 

Total,  HCFA 

225,000 

250,000 

275,000 

TOTAL,  IMMUNIZATION  -  Excludes  Research 

1,107,373 

1,184,762 

1,287,387 

Services  and  Vaccine  Purchases  Only 

All  Medicaid  figures  represent  actuarial  estimates 
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MINORITY  HEALTH  AND  ASSISTANCE 

Direct/Specifically  Targeted  Programs  Only 
Program  Level 
(Dollars  in  Thousands) 

j?Y  97 

FY  98 

FY  99 

Health  Resources  and  Services  Administration 

Direct  Minority  Health  and  Assistance: 

Consolidated  Health  Centers 

12,911 

13,205 

13,445 

Payment  to  Hawaii 

2,045 

2,045 

2,045 

Grants  to  Community  Health  Professions  Scholarships 

494 

534 

o 

Centers  of  Excellence 

24  714 

24  798 

24  798 

Health  Careers  Opportunities  Program 

26  779 

26  870 

26  870 

Loan  Repayment^*ellowships  for  Faculty  Services 

1 ,06 1 

1,065 

1,065 

Exceptional  Financial  Need  Scholarships 

O.CJUO 

o,uz  / 

f-  nn 
o,uz  / 

Financial  Assistance  for  Disadvantaged  Health 

Professions  Students 

4,031 

4,045 

4,045 

Scholarships  for  Disadvantaged  Students 

12,137 

12,179 

12,179 

Nursing  Education  Opportunities  for  Individuals  from 

Disadvantaged  Backgrounds 

3,852 

3,864 

3,864 

Total,  HRSA 
Indian  Health  Service 

94,030 

94,632 

94,338 

Services 

1,807,269 

1,841,074 

1,843,873 

Facilities 

249,731 

257.538 

274,476 

Third  Party  Collections 

293,248 

297,943 

322,943 

Quarters 

4,700 

4,700 

4,700 

Diabetes  (Mandator)') 

0 

30,000 

30,000 

Total,  IHS 

2,354,948 

2,431,255 

2,475,992 

Centers  for  Disease  Control  and  Prevention 

Minority  Health  Assistance 

82,975 

85,766 

85,537 

Address  Racial  Health  Disparities 

0 

0 

30,000 

Total,  CDC 

824)75 

85,766 

115,537 
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FY97 

FV98 

FY  99 

National  Institutes  of  Health 

NCI 

67,650 

69,492 

71,801 

NHLBI 

132,610 

141,293 

152.761 

NIDR 

16,112 

16,835 

18.178 

NIDDK 

75,500 

80,900 

87.500 

NINDS 
N1AID 

13,473 

14,360 

16.590 

7,937 

8,571 

9.321 

NIGMS 

67,907 

71.057 

86.468 

NICHD 

90,278 

96,400 

103,900 

NIEHS 

13.442 

12,002 

12,037 

NEI 

9.878 

10,576 

11.400 

NIA 

40,291 

42,100 

44,600 

NIAMS 

1.565 

1,630 

1,710 

NIDCD 

3,213 

3,432 

3,725 

NIMH 

14.858 

15.734 

16.819 

NIDA 

39,934 

42,900 

46.900 

NIAAA 

30,605 

31.857 

35.106 

NINR 

7,838 

8.366 

8.988 

NHGRI 
NCRR 

1.628 

2.461 

2.496 

33.837 

32.819 

36,267 

NLM 

873 

846 

877 

7  1  11  1 

77  /lie 

61  C  1  C 
52,313 

Total,  NIH 

740,660 

780,669 

849,959 

Substance  Abuse  and  Mental  Health  Sen  ices 

Administration 

fCttOwlcd^c  Development  ond AppltCQtiott 
Mental  Health 

599 

600 

600 

Total,  SAMHSA 

599 

600 

600 

Agency  for  Health  Care  Policy  and  Research 

Rt»«eirrh  r»n  Ht»i1lh  Pn<rK  Omlitv  A  (lutrnine-; 

IxtJWUWI  KMi  1  1WUIUI  HUO,  V^UUIIl,  fit 

9,598 

6,200 

10,800 

Medical  Expenditures  Panel  Surveys 

0 

300 

100 

Total,  AHCPR 

9,598 

6,500 

10,900 

Office  of  the  Secretary 

Office  of  Public  Health  and  Science 

Office  of  Minority  Health,  GDM 

34.584 

29.100 

23.100 

Total,  OS 

34,584 

29,100 

23,100 

TOTAL.  MINORITY  HEALTH  A  ASSISTANCE 

3J17J94 

3.428.522 

3.570,426 
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PEDIATRIC  HIV/AIDS 

Program  Level 

(Dollars  in  Thousands) 

FY  97 

FY  98 

FY  99 

Health  Resources  and  Services  Administration 

Ryan  White  AIDS: 

Grants  for  Coordinated  Services  &  Access  to  Research 

for  Women,  Infants,  Children  -  Part  D  -  Title  IV 

36,000 

41,000 

44,000 

Total,  HRSA 

36,000 

41,000 

44,000 

Centers  for  Disease  Control  and  Prevention 

HIV/AIDS  Activity 

52,137 

52,142 

51,933 

Total,  CDC 

52,137 

52,142 

51,933 

National  Institutes  of  Health 

NCI 

8,173 

8,199 

8,358 

NHLBI 

6,287 

6,494 

6,944 

NIDR 

2,928 

3,055 

3,373 

NIDDK 

585 

450 

500 

NINDS 

1,102 

1,115 

1,130 

NIAID 

65,675 

71,170 

77,777 

NICHD 

47,778 

50,100 

53,700 

NIMH 

14,112 

14,691 

15,719 

NIDA 

3,971 

4,150 

4,500 

NIAAA 

1,304 

1,350 

1,400 

NINR 

1,387 

1,400 

1,490 

NHGRI 

869 

898 

921 

NCRR 

9,674 

10,268 

11,000 

FIC 

824 

850 

904 

Total,  1N1H 

164,669 

174,190 

187,716 

Substance  Abuse  and  Mental  Health  Sen  ices  Administration 

Knowledge  Development  and  Application 

Mental  Health 

1,265 

1,300 

1,300 

Substance  Abuse  Treatment 

629 

850 

723 

Total,  SAMHSA 

1394 

2^150 

2,023 

TOTAL,  PEDIATRIC  HIV/AIDS 

254,700 

269,482 

285,672 
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RURAL  HEALTH 

Program  Level 

(Dollars  in  Thousands) 

FY  97 

FY  98 

FY  99 

Health  Resources  and  Services  Administration 

Consolidated  Health  Centers 

369,005 

379,960 

386,860 

Black  Lung 

3,600 

4,500 

4,500 

Rural  Health  Interdisciplinary  Training 

4,153 

4,167 

4,167 

National  Health  Service  Corps  Field 

21,973 

2!  973 

21  973 

National  Health  Service  Corps  Recruitment 

3,000 

3,000 

3,000 

Rural  Health  Outreach  Grants 

27,796 

32,592 

32,592 

Rural  Health  Policy  Development 

8,713 

11713 

1 1 ,7 1 3 

Total,  URSA 

438,240 

Af.4  enc 

Centers  for  Disease  Control  and  Prevention 

Occupational  Safety  and  Health 

23,778 

22,599 

21  270 

Total,  CDC 

23,778 

22,599 

21,270 

National  Institutes  of  Health 

NCI 

31,721 

32,900 

34,900 

NHLBI 

13,423 

14,300 

15,450 

NIDR 

1,082 

1  166 

1  271 

N1CHD 

674 

700 

700 

NIEHS 

1,969 

2,067 

2,171 

NIA 

5,709 

5,970 

6.330. 

NIMH 

23,604 

24,273 

25,946 

NIDA 

7,856 

8,400 

9,000 

NIAAA  i 

3,146 

3,500 

3,600 

NINR 

1,895 

2,020 

2,170 

NCRR 

587 

649 

722 

NLM 

6,502 

6,502 

6,671 

Total,  Nffl 

98,168 

102  447 

108,931 

Substance  Abuse  and  Mental  Health  Services 

Administration 

Knowledge  Development  and  Application 

Mental  Health 

200 

3,230 

3,030 

Substance  Abuse  Prevention 

31,160 

31,400 

25,480 

Substance  Abuse  Treatment 

13,370 

10,940 

8,013 

Children's  Mental  Health  Services 

27,958 

29,171 

29,171 

Total,  SAMHSA 

72,688 

74,741 

65,694 
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FY  97 

FY  98 

FY  99 

Agency  for  Health  Care  Policy  and  Research 

Kesearcn  on  neaiin  costs,  i^uauiy  <x  uuicomes 

Medical  Expenditures  Panel  Surveys 

133 

100 

0 

Total,  AHCPR 

4,416 

3,300 

4,000 

Health  Care  Financing  Administration 

Medicaid  12 
Medicare 

210,000 
80,000 

260,000 
90,000 

325,000 
100,000 

Total,  HCFA 

290,000 

350,000 

425,000 

TOTAL.  RURAL  HEALTH 

927 .290 

1.010.992 

1.089.700 

All  Medicaid  figures  represent  actuarial  estimates. 
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SUBSTANCE  ABUSE 

Program  Level 

(Dollars  in  Thousands) 

FY  97 

.     FY  98 

FY  99 

Fnnrl  and  Druo  Arlminicf  ratinn 

Youth  Tobacco  Prevention 

4,914 

34,000 

134,000 

Total,  FDA 

9,828 

68,000 

268,000 

Health  Resources  and  Services  Administration 

Ryan  White  AIDS  Parts  A,  B,  and  C 

46,168 

47,916 

51,636 

Total,  HRS  A 

46,168 

47,916 

51,636 

Indian  Health  Service 

Alcohol/Substance  Abuse 

94,527 

94,830 

103,830 

Total,  IHS 

94  ^27 

94,830 

103,830 

Centers  for  Disease  Control  and  Prevention 

HIV/AIDS  Activity 

61,065 

77,525 

77,216 

Tobacco 

21,414 

28,414 

74,082 

Total,  CDC 

82,479 

105,939 

151,298 

National  Institutes  of  Health 

NICHD 

7,583 

7,900 

8,300 

NIDA 

499,313 

527,175 

576,299 

NIAAA 

211,870 

227,175 

230,243 

NIMH 

59,747 

61  439 

65  674 

NCRR 

5,801 

6,358 

7,006 

NINR 

1,506 

1,610 

1,730 

Total,  NTH 

785,820 

831,657 

889,252 

Substance  Abuse  and  Mental  Health  Sen  ices  Administration 

Center  for  Substance  Abuse  Prevention 

155,869 

157,000 

127,441 

Center  for  Substance  Abuse  Treatment 

155,868 

155,868 

115,427 

Substance  Abuse  Block  Grant/PPGs 

1,310,107 

1,310,107 

1,510,107 

SSI  Supplement  (P.  L.  104-121  Appropriation) 

50,000 

50,000 

0 

Office  of  Applied  Studies 

0 

18,000 

22,000 

Program  Management 

22,803 

22,838 

22,033 

Other  Substance  Abuse  Funding 

10,805 

0 

0 

Total,  SAMHSA 

1,705,452 

1,713,813 

1,797,008 

Health  Care  Financing  Administration 

Medicaid  13 

900,000 

1,000,000 

1,120,000 

Medicare 

1,520,000 

1,680,000 

1,840,000 

Total,  HCFA 

2,420,000 

2,680,000 

24)60,000 

Administration  for  Children  and  Families 

Prevention 

46,406 

43,846 

43,846 

Treatment 

12,692 

12,692 

12,692 

Total,  ACF 

59,098 

56,538 

56,538 

TOTAL,  SUBSTANCE  ABUSE 

5.203.372 

5,598,693 

6.277.562 

All  Medicaid  figures  represent  actuarial  estimates. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 11 

SUMMARY 

New  Programs  in  the  FY  1999  Budget 

APPROPRIATION/PROGRAM 

|i|Sllp|ii.||l  ■  S  5ifc:#<  :: ■  ■  ■  -1S1© 

FY  1999  BUDGET 
REQUEST 
(Dollars  in 
Thousands) 

CENTERS  FOR  DISEASE  CONTROL  AND  PREVENTION 

Prevention  Research 

25,000 

Race  Initiative  Demonstration  Projects 

30,000 

HEALTH  CARE  FINANCING  ADMINISTRATION 

Program  Management: 

Medicare  Cancer  Clinical  Trials  Demonstration 

200,000 

Grants  for  Health  Insurance  Cooperatives 

20,000 

Proposed  User  Fees  y 

264,500 

State  Children's  Health  Insurance  Fund  Expansion  to  Territories 

34,000 

Medicare  Buy -in: 

Benefits 

273.000 

Premiums 

(172,000) 

Other  Savings 

(180,000) 

Total,  Medicare  Buy-in 

(79,000) 

ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

State  Support  Systems 

5,000 

Standards  Enforcement  Fund 

100,000 

Child  Care  Provider  Scholarship  Fund 

50.000 

Research  and  Evaluation  Fund 

30.000 

Adoption  Incentives 

20.000 

Child  Care  and  Development  Fund  Supplement 

1.775.000 

21  Excludes  FDA  and  IHS 

22  This  proposal  is  to  be  funded  from  the  tobacco  settlement. 

23  These  proposed  user  fees  are  assumed  in  the  current  law  request. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 24 

SUMMARY 

Travel  by  OPDIV  Excluding  Reimbursements 

(Dollars  in  Thousands) 

OPERATING  DIVISION  (OPDIV) 

FY  97 

FY  98 

FY  99 

Health  Resources  and  Services  Administration 

2,460 

Z,J  1  o 

2,518 

Centers  for  Disease  Control  and  Prevention 

21,163 

22,410 

22,410 

National  Institutes  of  Health 

21,138 

2 1 ,278 

22,170 

Substance  Abuse  and  Mental  Health  Administration 

1,297 

1,396 

1,426 

Agency  for  Health  Care  Policy  and  Research 

392 

550 

675 

Health  Care  Financing  Administration 

4,990 

2,000 

6,998 

Administration  for  Children  and  Families 

4,434 

3,104 

3,740 

Administration  on  Aging 

214 

214 

214 

Office  of  the  Secretary 

5,694 

6,421 

6,939 

TOTAL,  HHS 

61,782 

59,891 

67,090 

Excludes  FDA  and  IHS. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES  25 

SUMMARY 

Entitlement  vs.  Discretionary  and. 

Requests  and  Appropriation  Amounts  By  OPDIV 

(Dollars  in  Thousands) 

Entitlement 

Discretionary 

Total 

HEALTH  RESOURCES  AND  SERVICES  ADMINISTRATION 

FY  1997  Request 

192,679 

3,163,178 

3,355,857 

FY  1997  Appropriation 

210,584 

3,407,255 

3,617,839 

FY  1998  Request 

132,034 

3,269,167 

3,401,201 

FY  1998  Appropriation 

138,586 

3,621,825 

3,760,411 

FY  1999  Request 

143,000 

3,777,026 

3,920,026 

CENTERS  FOR  DISEASE  CONTROL  AND  PREVENTION 

FY  1997  Request 

0 

2,245,258 

2,245,258 

FY  1997  Appropriation 

0 

2,302,168 

2,302,168 

FY  1998  Request 

0 

2,316,317 

2,316,317 

FY  1 998  Appropriation 

0 

2,378,552 

2,378,552 

FY  1 999  Request 

0 

2,457,197 

2,457,197 

NATIONAL  INSTITUTES  OF  HEALTH 

FY  1997  Request 

0 

12,376,561 

12,376,561 

FY  1997  Appropriation 26 

0 

12,750,383 

12,750,383 

FY  1998  Request 

0 

13,078,245 

13,078,245 

FY  1 998  Appropriation 

0 

13,647,843 

13,647,843 

FY  1999  Request 

0 

14,797,843 

14,797,843 

25  Excludes  FDA,  IHS  and  Retirement  Pay  and  Medical  Benefits  for  PHS  Commissioned  Officers  accounts. 

26  Includes  transfer  of  $9,540,000  from  ONDCP. 
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Entitlement  Disc 

Total 

SUBSTANCE  ABUSE  AND  MENTAL  HEALTH  ADMINISTRATION 

FY  1997  Request 

0 

2,098,011 

2,098,011 

FY  1997  Appropriation" 

0 

2,145,117 

2,145,117 

FY  1998  Request 

0 

2,155,943 

2,155,943 

FY  1998  Appropriation 

0 

2,146,743 

2,146,743 

FY  1999  Request 

0 

2.279,643 

2,279,643 

AGENCY  FOR  HEALTH  CARE  POLICY  AND  RESEARCH 

FY  1997  Request 

0 

143,780 

143,780 

FY  1997  Appropriation 17 

0 

143,979 

143,979 

FY  1998  Request 

0 

149,000 

149,000 

FY  1998  Appropriation 

0 

146,435 

146,435 

FY  1999  Request 

0 

171,435 

171,435 

HEALTH  CARE  FINANCING  ADMINISTRATION* 

FY  1997  Request 

161,271,815 

1,795,984 

163,067,799 

FY  1997  Appropriation 

161,290,968 

1,734,441 

163,025,409 

FY  1998  Request 

163,100,422 

1,819,500 

164,919,922 

FY  1998  Appropriation1* 

160,495,422 

1,743,066 

162,238,488 

FY  1999  Request50 

165.347,422 

1,678,000 

167,025,422 

27  Includes  for  SAMHSA  and  AHCPR  $500,000  transferred  under  the  Secretary's  1%  transfer  authority;  also 
includes  for  SAMHSA  transfer  of  $  1 0,305,000  from  ONDCP. 

28  Amounts  reflect  use  of  Medicaid  indefinite  authority.  Appropriation  levels  reflect  rescission/reductions. 

29  Prior  to  FY  1 997,  Medicare  fraud  and  abuse  activities  were  funded  through  HCFA's  discretionary  Program 
Management  appropriation.  Under  P.L.  104-191,  beginning  in  FY  1 997,  the  Medicare  Integrity  Program  (MIP)  funds 
payment  safeguard  activiu'es  from  a  mandatory  program  under  the  Hospital  Insurance  (HI)  Trust  Fund. 

30  For  FY  1999,  HCFA  is  proposing  a  unique  financing  package.  The  discretionary  appropriation  request 
decreases  to  just  under  $  1 .7  million  contingent  upon  enactment  of  $264  5  million  in  proposed  user  fees.  These  fees  are 
crucial  to  carrying  out  HCFA's  existing  and  recently  legislated  workloads. 
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Entitlement 

Discretionary 

Total 

ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  1997  Request31 

28,703,343 

7,731,068 

36,434,411 

FY  1 997  Appropriation 

30,656,005 

7,978,844 

38,634,849 

FY  1998  Request 

29,021,552 

7,993,632 

37,015,184 

FY  1998  Appropriation 

28,865,913 

8,201,902 

37,067,815 

FY  1999  Request 

31,655,490 

8,746,772 

40,402,262 

ADMINISTRATION  ON  AGING 

FY  1997  Request 

0 

828,137 

828,137 

FY  1 997  Appropriation 

0 

830,131 

830,131 

FY  1998  Request 

0 

838,168 

838,168 

FY  1998  Appropriation 

0 

865,050 

865,050 

FY  1999  Request 

0 

871,050 

871,050 

OFFICE  OF  THE  SECRETARY 

FY  1997  Request 

0 

213,864 

213,864 

FY  1997  Appropriation  31 

0 

266,749 

266,749 

FY  1998  Request 

0 

224,699 

224,699 

FY  1998  Appropriation 

0 

243,062 

243,062 

FY  1999  Request 

0 

223,602 

223,602 

31  Reflects  transfer  of  $1,950,000  from  ACF  to  SAMHSA  ($500,000),  AHCPR  ($500,000),  and  OS 
($950,000)  under  the  Secretary's  1%  transfer  authority. 
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FY  2003  j 

1,177,525 
1,478,343 
6,792 
54,340 

2,717,000 
19,718,454 

TBD  1         TBD  1 

Q  Q 

FY  2002  1 

1,177,525 
1,478,343 
6,792 
54,340 

2,717,000 
19,716,834 

Q  a 

DO  DO 
f—  H 

FY  2001  1 

1,177,525 
1,331,718 
6,417 
51,340  | 

2,567,000 
19,851,389 

ADMINISTRATION  ON  AGING 

D 

r- 

Q 

p 

Q  Q 
DO  CO 
(—  f— 

FY  2000  | 

1,177,525 
1,136,218 
5,917 
47,340 

2,367,000  1 
19,556,088  | 

Q  D 

FY  1999  | 

1,177,525 
940,718 
5,417 
43,340 

2,167,000 
19,269,290 

HCFAC  (P  L.  104-191)                                                      1,100  |         1,300  |          TBD  | 

OFFICE  OF  THE  SECRETARY 

Q  D 
CQ  CQ 

oe 
c> 

> 
u. 

1,177,525 
846,765 
5,167 
41,335 

2,070,792 
18,845,112 

2,200 
84,650 

FY  1997  | 

1,199,051 
723,692 
4,917 
39,340 

1,967,000 
15,415,922 

1,800 
70,000 

s 

-< 

s 

O 

! 

cc 
fi. 
O 
oc 

t 

< 

Child  Care  Entitlement 
Mandatory 
Matching 

Training  &  Technical  Assistance 
Tribal  Mandatory  Funds 

Total,  Child  Care  Entitlement 

Total,  ACF 

Health  Care  Fraud  and  Abuse  Control  (P  L.  104-191) 
Office  of  the  General  Counsel 
Office  of  Inspector  General 

TBD  -  To  Be  Determined 
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HEALTH  CARE  FINANCING  ADMINISTRATION 


ABORTIONS 


Part  I  -  Background 

HHS'  Appropriations  Acts  have  contained  restrictions  on  the  Department's  funding  of  abortions  since  the 
Appropriations  Act  for  FY  1 977.  HHS  was  enjoined  by  a  Federal  District  Court  from  enforcing  the  FY 
1 977  restrictions  until  August  4,  1 977.  Consequently,  the  Department  provided  funding  for  all  abortions 
which  were  covered  under  a  State's  plan  that  were  performed  through  that  date.  The  appropriations 
restrictions,  commonly  known  as  the  Hyde  Amendment  restrictions,  have  governed  HHS's  funding  of  all 
abortions  performed  after  August  4,  1 977,  except  for  those  abortions  performed  during  the  period  February 
1 9  through  September  1 9,  1 980.  Federal  funding  was  available  for  all  medically  necessary  abortions 
performed  during  that  period  under  the  criteria  set  forth  by  the  District  Court  for  the  Eastern  District  of  New 
York  and  described  in  Harris  v.  McRae.  448  U.S.  297  (1980). 

The  following  excerpts  from  instructions  issued  by  HHS  set  forth  the  rules  under  which  the  Department  has 
funded  abortions  performed  after  August  4,  1 977,  with  its  appropriations  for 
FY  1977  through  FY  1980. 

1.         For  abortions  performed  after  August  4.  1 977.  and  for  which  funds  appropriated  bv  the 


Appropriations  Act  for  FY  1 977  or  the  continuing  resolutions  which  appropriated  funds 
through  December  1 .  1 977.  are  used  to  pav  the  claim: 

". . .  where  the  attending  physician,  based  on  his  or  her  professional  judgment,  has 
certified  in  writing  that  the  abortion  is  necessary  because  the  life  of  the  mother  would  be 
endangered  if  the  fetus  were  carried  to  term." 


2. 


For  abortions  performed  after  August  4.  1 977.  and  prior  to  February  14.  1 978.  and  for 
which  funds  appropriated  bv  P  L.  95-205  f  Appropriations  Act  for  FY  1 9781  or  P.L.  95- 
480  (Appropriations  Act  for  FY  1 919)  are  used  to  pav  the  claim: 


(a) 


where  the  attending  physician,  based  on  his  or  her  professional  judgment,  has 
certified  in  writing  that  the  abortion  is  necessary  because  the  life  of  the  mother 
would  be  endangered  if  the  fetus  were  carried  to  term; 


fb) 


where  two  physicians,  based  on  their  professional  judgment,  have  certified  in 
writing  that  severe  and  long  lasting  physical  health  damage  to  the  mother  would 
result  if  the  pregnancy  were  carried  to  term,  or 


(c) 


for  the  victims  of  rape  or  incest,  when  such  rape  or  incest  has  been 
reported  promptly  to  a  law  enforcement  agency  or  public  health  service. 
The  Department  will  accept  any  reasonable  interpretation  of  those 
provisions  for  abortions  covered  under  paragraph  2. 


3. 


For  abortions  performed  on  or  after  February  1 4.  1 978.  and  prior  to 
Au2iist  21.1 978.  and  for  which  funds  appropriated  bv  P.L.  95-205  or 
P  L.  95-480  are  used  to  pav  the  claim: 


(a) 


where  a  physician  has  found,  and  so  certified  in  writing  to  the  State  agency,  that 
on  the  basis  of  his  or  her  professional  judgment,  the  life  of  the  mother  would  be 
endangered  if  the  fetus  were  carried  to  term; 
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(b)  where  two  physicians  have  found,  and  both  certified  in  writing  to  the  State 
agency,  that  on  the  basis  of  their  professional  judgment,  severe  and  long  lasting 
physical  health  damage  to  the  mother  would  result  if  the  pregnancy  were  carried 
to  term;  or 

(c)  for  the  victims  of  rape  or  incest,  if  the  State  agency  has  received  signed 
documentation  from  a  law  enforcement  agency  or  public  health  service  stating 
that: 

(I)        the  person  upon  whom  the  medical  procedure  was  performed  was 

reported,  within  sixty  (60)  days  of  the  incident,  to  have  been  the  victim 
of  an  incident  of  rape  or  incest;  and 

(ii)        the  report  included  the  name,  address,  and  signature  of  the  person 
who  reported  the  rape  or  incest. 

For  abortions  performed  on  or  after  August  21.1 978.  and  for  which  funds  appropriated  by 
P.L.  95-205  or  P  L.  95-408  are  used  to  pav  the  claim: 

(a)  where  a  physician  has  found,  and  certified  in  writing  to  the  State  agency,  that  on 
the  basis  of  his  or  her  professional  judgment,  the  life  of  the  mother  would  be 
endangered  if  the  fetus  were  carried  to  term.  The  certification  must  contain  the 
name  and  address  of  the  patient; 

(b)  where  two  physicians  have  found,  and  certified  in  writing  to  the  State  agency, 
that  on  the  basis  of  their  professional  judgment,  severe  and  long  lasting  physical 
health  damage  to  the  mother  would  result  if  the  pregnancy  were  carried  to  term. 
The  certification  must  contain  the  name  and  address  of  the  patient.  At  least  one 
of  the  two  physicians  must  also  certify  that  he  or  she  is  not  an  "interested 
physician."  An  "interested  physician"  is  one: 

(I)  whose  income  is  directly  or  indirectly  affected  by  the  fee  paid  for  the 
performance  of  the  abortion;  or 

(ii)  who  is  the  spouse  of,  or  another  relative  who  lives  with,  a  physician 
whose  income  is  directly  or  indirectly  affected  by  the  fee  paid  for  the 
performance  of  the  abortion;  or 

(c)  for  the  victims  of  rape  or  incest,  if  the  State  agency  has  received  signed 
documentation  from  a  law  enforcement  agency  or  public  health  service  stating: 

(I)        that  the  person  upon  whom  the  medical  procedure  was  performed  was 
reported  to  have  been  the  victim  of  an  incident  of  rape  or  incest; 

(ii)  the  date  of  the  incident; 

(iii)  the  date  of  the  report,  which  must  be  within  sixty  (60)  days  of  the 
incident; 

(iy)       the  name  and  address  of  the  victim  and  the  name  and  address  of  the 
person  making  the  report  (if  different  from  the  victim);  and 
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(v)        that  the  report  included  the  signature  of  the  individual  who  reported 
the  incident. 


The  continuing  resolutions  which  made  funds  available  for  FY  1 980,  P.L.  96-86  signed 
October  1 2,  1 979,  and  P.L.  96- 1 23  signed  November  20,  1 979,  removed  the  exception  which  allowed 
payment  for  abortions  in  those  instances  where  severe  and  long  lasting  physical  health  damage  to  the  mother 
would  result  if  the  pregnancy  were  carried  to  term  when  so  determined  by  two  physicians.  Thus,  Federal 
funding  for  abortions  was  prohibited  except:  (1 )  where  the  life  of  the  mother  would  be  endangered  if  the 
fetus  were  carried  to  term,  and  (2)  for  such  medical  procedures  necessary  for  victims  of  rape  or  incest,  when 
such  rape  or  incest  has  been  reported  promptly  to  a  law  enforcement  agency  or  public  health  service. 
Regulations  implementing 

P.L.  96-86  were  published  at  42  CFR,  part  44 1 ,  on  October  26,  1 979.  These  regulations  also  applied  to 
expenditures  for  abortions  under  P.L.  96- 1 23  because  the  provision  in  that  act  governing  abortions  was 
similar  to  the  one  contained  in  P.L.  96-86. 

On  January  1 5,  1 980,  the  District  Court  for  the  Eastern  District  of  New  York  declared  the  Hyde  Amendment 
unconstitutional  insofar  as  it  precluded  payments  for  medically  necessary  abortions.  That  decision  became 
effective  on  February  1 9,  1 980,  when  the  Supreme  Court  refused  to  extend  a  stay  of  the  district  court  order. 
Federal  funding  then  became  available  for  all  medically  necessary  abortions  performed  on  or  after  February 
1 9.  The  Supreme  Court  decision  of 

June  30,  1 980,  reversed  the  district  court's  decision  on  the  constitutionality  of  the  Hyde  Amendment.  The 
petition  for  rehearing  filed  by  the  plaintiffs  in  the  McRae  case  delayed  the  effective  date  of  the  Supreme 
Court's  decision,  leaving  the  district  court  order  on  payments  for  abortions  in  effect.  The  Supreme  Court 
denied  the  appellee's  petition  for  a  rehearing  in  the  McRae  case  on  September  17,1 980,  and  the  district 
court's  order  was  vacated  on 

September  1 9,  1 980.  Therefore,  the  availability  of  Federal  funding  for  abortions  performed  after  September 
1 9,  1 980,  was  subject  to  the  FY  1 980  Hyde  Amendment  restrictions;  i.e.,  Federal  funds  under  Medicaid 
were  available  only  for  abortions  performed  in  .life  endangering  circumstances  and  abortions  performed  in 
instances  of  promptly  reported  rape  or  incest.  1 

On  October  1 ,  1 980,  the  President  signed  a  joint  resolution  making  continuing  appropriations  available  for 
FY  1 98 1  through  December  1 5,  1 980,  or  until  the  enactment  of  a  subsequent  appropriation.  This  resolution 
contained  language  which  changed  the  conditions  under  which  Federal  funding  was  available  for  abortions 
under  which  Federal  funding  was  available  for  abortions  under  Medicaid.  During  FY  1 980,  Federal  funds 
were  available  for  abortions  necessary  for  the  victims  of  rape  or  incest  when  the  rape  or  incest  was  reported 
to  a  law  enforcement  agency  or  public  health  sen-ice  within  sixty  days. 

Under  the  FY  1 98 1  resolution,  Federal  funds  were  available  for  abortions  necessary  for  the  victims  of  rape 
when  the  rape  had  been  reported  within  72  hours  to  a  law  enforcement  agency  or  public  health  service. 
Federal  funds  were  also  available  for  abortions  necessary  for  the  victims  of  incest.  There  was  no  longer  a 
reporting  requirement  for  victims  of  incest.  In  cases  of  incest,  Federal  funding  was  available  when  the  State 
agency  had  received  a  physician's  written  statement  that  the  physician  had  been  informed  that  the  patient  was 
a  victim  of  incest.  As  in  FY  1 980,  Federal  funds  continued  to  be  available  for  abortions  where  the  life  of  the 
woman  would  be  endangered  if  the  fetus  were  carried  to  term. 

On  June  5,  1 98 1 ,  the  President  signed  the  Supplemental  Appropriations  and  Rescission  Act  of  1 98 1 .  Under 
this  act,  Federal  Financial  Participation  (FFP)  is  no  longer  available  for  abortion  claims  paid  after  June  5, 
1 98 1 ,  for  victims  of  rape  or  incest.  Federal  funds  continue  to  be  available  for  abortions  where  the  life  of  the 
mother  would  be  endangered  if  the  fetus  were  carried  to  term. 
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Subsequent  congressional  measures  have  continued  to  make  Federal  funds  available  for  abortions  where  the 
life  of  the  woman  would  be  endangered  if  the  fetus  were  carried  to  term.  See  P.L.  Nos. 
—97-51,  97-92,  97-276,  97-377,  98-107,  98-139,  98-619,  99-107,  99-154,  99-434,  99-464, 
99-465,  99-491,99-500,  99-591,  100-202,  100-436,  101-166,  101-517,  102-170  and  102-394. 

Effective  October  1,  1993,  as  part  of  Public  Law  No.  103-1 12,  the  Health  and  Human  Services 
Appropriation  Bill,  Congress  passed  a  revision  of  the  Hyde  Amendment  pertaining  to  Federal  funding  of 
abortions  under  the  Medicaid  program.  Federal  funding  (FFP)  is  now  available  for  abortions  performed  to 
save  the  life  of  the  mother  or  to  terminate  pregnancies  resulting  from  rape  or  incest  when  the  claim  for  such 
an  abortion  is  paid  by  the  State  on  or  after  October  1 ;  1 9^3.  Please  note  that  it  is  the  date  that  the  State  pays 
the  claims  and  not  the  date  of  the  service  which  determines  the  availability  of  FFP. 

Subsequent  congressional  measures  have  continued  to  make  Federal  funds  available  for  abortions  performed 
to  save  the  life  of  the  mother  or  to  terminate  pregnancies  resulting  from  rape  or  incest  when  the  claim  for 
such  an  abortion  is  paid  by  the  State  on  or  after  October  1,  1993.  See  P.L.  No.  103-333,  104-134,  105-78. 

Part  II  -  Date  on  Medicaid  Financed  Abortions 

Following  the  implementation,  on  February  14,  1 978,  of  regulations  which  resulted  from  the  Hyde 
Amendment,  a  specific  reporting  procedure  was  developed  for  reporting  information  on  Medicaid  financed 
abortions.  Data  is  reported  quarterly  by  the  States  on  the  numbers  of  abortions  and  the  allowable  abortion- 
related  expenditures.  National  totals,  by  Federal  fiscal  year,  of  expenditures  and  numbers  reported  for 
Medicaid  abortions  are  displayed  on  the  attached  table.  The  table  reports  data  for  the  period  February  14, 
1978  through  September  30,  1997. 

Since  February  14,  1978,  61,610  Medicaid  financed  abortions  have  been  reported  by  49  jurisdictions 
through  September  30,  1997.  Total  Medicaid  expenditures,  including  Federal  and  State  shares,  for  abortions 
have  been  $  1 9,249,492  during  the  period  February  1 4,  1 978  through  September  30,  1 997.  Six  jurisdictions 
(American  Samoa,  Hawaii,  New  York,  the  Northern  Mariana  Island,  Puerto  Rico,  and  the  Virgin  Islands) 
have  not  claimed  Federal  funds  for  abortions.  California  has  submitted  claims  for  FFP  for  abortions  but  has 
subsequently  withdrawn  these  claims. 

Of  the  56  jurisdictions  which  reported  for  the  period  October  1 ,  1 996  through 

September  30,  1 997  (FY  1 997),  23  jurisdictions  claimed  FFP  under  the  Medicaid  program  for  28 1  abortions 
at  a  cost  of  $290,294  including  both  Federal  and  State  shares.  By  comparison,  20  jurisdictions  claimed  FFP 
under  the  Medicaid  program  in  FY  1 996  for  230  abortions  at  a  cost  of  $307, 1 05  including  both  Federal  and 
State  shares.  Of  the  28 1  abortions  claimed  in  FY  1 997,  1 55  were  due  to  endangerment  to  the  life  of  the 
mother,  1 08  were  due  to  rape  and  1 8  were  due  to  incest. 

All  abortion  claims  are  subject  to  review  by  regional  office  staff.  All  claims  found  not  to  meet  the  applicable 
Federal  criteria  for  FFP  will  be  either  withdrawn  by  the  State  or  disallowed  by  HCFA. 

The  Health  Care  Financing  Administration  has  not  collected  information  on  the  number  of  abortions 
provided  to  Medicaid  recipients  where  the  State  did  not  claim  FFP,  or  on  the  number  of  Federally  financed 
Medicaid  abortions  prior  to  the  implementation  of  the  regulations  on  the  Federal  financing  of  abortions  on 
February  14,  1978. 

The  abortion  data  in  the  attached  table  reflects  the  most  current  information  available  as  of  February  18, 
1 998.  Because  States  submit  revised  abortion  claim  data,  the  data  contained  in  this  report  may  differ  with 
information  contained  in  reports  previously  issued. 
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TOTAL  NA  TIONAL  EXPENDITURES  AND  NUMBERS  REPORTED  FOR 
MEDICAID  ABORTIONS  BY  FEDERAL  FISCAL  YEAR 


FEBRUARY  14, 1978  -  SEPTEMBER  30, 1997  43 


EXPENDITURES  NUMBERS 


[TOTALS 

R1  sin 

FY  1978 

$ 

502,546 

1,335 

FY1 979 

$ 

1,130,955 

3,675 

FY1980 

6,983,816 

33,625 

FY1981 

* 

A  lei  ce  4 

4,362,651 

17,495 

FY1982 

$ 

447,066 

783 

FY1983 

$ 

723,719 

B56 

FY1984 

$ 

767,908 

893 

FY1985 

$ 

1 ,252,482 

865 

FY1986 

$ 

139,066 

232 

FY1987 

$ 

127,539 

91 

FY1988 

$ 

211,307 

135 

FY1989 

$ 

224,192 

120 

FY1990 

$ 

102,827 

71 

FY1991 

$ 

187,360 

92 

FY1992 

$ 

269,160 

168 

FY1993 

$ 

411,799 

223 

FY1994 

$ 

459,111 

235 

FY1995 

$ 

348,589 

205 

FY1996 

$ 

307,105 

230 

FY1997 

$ 

290,294 

281 

Data  for  this  report  are  taken  from  the  64.9  forms  submitted  by  the  Medicaid  jurisdictions  as  part  of  their  quarterly 
statement  of  expenditures.  This  report  reflects  the  most  current  information  available  as  of  February  18,  1998.  Because 
the  States  submit  revised  abortion  claim  data,  the  data  contained  in  this  report  may  differ  with  information  contained  in 
reports  previously  issued. 

Data  from  FY  1978  are  only  for  the  period  from  February  14, 1978  through  September  30, 1978. 
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